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ARTHUR 8S. FLEMMING, DIRECTOR 


REGIONAL DIRECTORS 


J. J. O°;CONNOR, REGION 1 
WALTER F. DOWNEY, REGION 2 
WILLIAM A. MILLER, REGION 3 
HARRY E. HARMAN, JR., REGION 4 
JOHN SKEEN, REGION 5 

WILLIAM A. HOLLOWAY, REGION 6 
KARL E. WALLACE, REGION 7 
OTTO G. KLEIN, REGION 8 
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Mr. Tuomas. Gentlemen, will the committee please come to order, 

We have with us this morning the General Services Administration, 
It is certainly nice to see so many of our old friends here. 

It is nice to have Mr. Mansure, the Administrator, and his staff 
with us. 

Gentlemen, it is nice to see you all. Mr. Mansure, if you havea 
statement for us we will be delighted to hear you. 

Mr. Mansure. Mr. Chairman, my statement is very brief and the 
only reason I have made it up is ‘for the new members. If you want 


me to read it I will. We are going over a lot of material that you 
folks know about. 


Mr. Tuomas. Do as you like. 
Mr. Mansure. I will run through it just very quickly, then. 


GENERAL STATEMENT 


Once again it is a pleasure to appear before this committee to 
defend GSA’s appropriation estimates and explain the operations 
which they finance. 

We are pleased that reorganization of the House Appropriations 
Committee continued three veteran members of the subcommittee, 
namely, Chairman Thomas, Mr. Phillips, and Mr. Yates, who are 
thoroughly familiar with GSA programs. We will make it our business 
to aid Mr. Evins, Mr. Boland, Mr. Vursell, and Mr. Ostertag in becom- 
ing equally informed. 

As indicated on the list of witnesses, key members of our central 
office will be present as various appropriation estimates are discussed. 

In addition, the regional directors of our 10 regions are in town this 
week to discuss certain plans we have for improving operations. 

Mr. Tuomas. Do you have Mr. Downey with you now and Mr. 
Miller and Mr. Skeen? 

Mr. Mansvure. That is right. 

Mr. Tuomas. It is certainly nice to have these gentlemen with us, 
too. 

Mr. Mansure. We have selected these directors because of the 
extent of the operations in their regions. Not because one is better 
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informed than the other but they are representatives of the largest 
public-buildings operations that we have. 

We are grateful that the chairman has approved their attendance 
at these hearings. We think it will be beneficial to them to see how 
this phase of the Government process works. 

Mr. Downey of New York, Mr. Miller of Washington, and Mr. 
Skeen of Chicago are here today and will be present during the 
discussion of public building sitems. Others will attend other parts 
of the hearings. 


PURPOSE, ORGANIZATION AND SIZE OF GSA 


Briefly, the purpose of GSA is to provide an economical and efficient 
system for the management of property and records. GSA provides 
and maintains quarters in which the Government works, supplies 
materials, and equipment with which to work, and disposes of property 
and records which become surplus to operating needs. 

We are a service and administrative agency. In carrying out our 
operations, we follow the principles of (1) maximum integration of 
functional responsibility ; (2) maximum decentralization of operational 
authority; and (3) maximum service at minimum cost. 

Although GSA operations are larger than those of several depart- 
ments, it is not subdivided into semiautonomous bureaus. It func- 
tions as a single integrated agency. 

A few selected statistics give an idea of the magnitude of GSA’s 
responsibilities during 1955: 

Total assets as of June 30, 1954, $8.3 billion. That is over twice 
the size of A. T. & T. and three times the size of General Motors. 

Average present employment is 26,291. That employment has 
been reduced some during the past 2 years. 
aoe available for obligation as of November 30, 1954, $2.7 

illion. 

1955 net budgetary expenditures, $1.2 billion. 

Inventory of strategic and critical materials as of June 30, 1955, 
$5.6 billion. 

General purpose space controlled, 130 million square feet. 

Repairs and improvements to buildings, 155 million square feet. 

Civil agency supply and equipment requirements, $1 billion. 

Records creation and disposal, annual, 3 million cubic feet. 

Surplus real property handled for disposal, $420 million. 

Excess personal property utilized or disposed of, $737 million. 


FISCAL YEAR 1956 BUDGET REQUEST 


The 1956 appropriation estimates before the committee include 
13 items, totaling $719,430,000 in new obligational authority. This 
is an increase of $156,456,100 over 1955. However, 72 percent of 
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the total amount—and 90 percent of the increase—is for strategi 
and critical materials. 
Behind these figures are some interesting facts. 


GSA CONTRIBUTION TO BALANCED CASH BUDGET 


Considerable effort has been expended toward the objective oj 
balancing the Government’s ‘cash’ budget. Our 1956 estimates 
make a distinct contribution to this effort. —The vy include: 

(1) A decrease of $203 million in net budget expenditures beloy 
1955. 

(2) An increase of $15.5 million in cash receipts which are covered 
into the Treasury from GSA operations. 

Together, these two factors provide an improvement of $218 million 
in the 1956 “cash” budget of the Government. 

In addition, GSA operations are expected to bring about increased 
governmentwide savings and economies all along “the line $147. 
million in 1954. 


REDUCTION IN 1956 BUDGET REQUEST 


Before discussing the estimates, we are happy to offer two reductions 
from the printed budget: 

(1) Asa result of GSA’s recommendation, the President transmitted 
an amendment to the budget on February 15, 1955, which withdrey 
the request for an appropriation of $3.5 million for the abaca fiber 
program. 

We offer a reduction of $169,000 in “Operating expenses 
Public Buildings Service.’”’ Since the budget was prepared, plants 
have been put in and taken out of the national industrial reserve for 
1956 which makes this possible. 

Circumstances which brought about each of these reductions will b 
explained in greater detail at appropriate places during the hearings 

Congress has placed in GSA the responsibility for leadership in th: 
fields of property and records management. Bringing about expected 
economies in these fields depends upon our ability and capacity to 
provide that leadership. We will discharge this responsibility to th 
best of our ability and in keeping with the financing provided. 

It is important for us to retain the confidence and support of th 
committee. We will work in harmony with you and hope that ou 
operations meet your approval. This will apply to our day-to-day 
activities throughout the vear. 

Written explanation of each appropriation item has been furnished 
to the committee. We will supplement this material with any addi- 
tional information you desire. 

Mr. THomas. That was a nice, short statement. It was very much 
to the point, however. 

We have seen a lot of budgets but this one certainly has the details 
in it. The amount of work that went into the preparation of this 
must have been tremendous. 

Generally, what new activities do you have this vear that you didn’ 
have last year? 





803 


CHANGES IN PROGRAMS FROM 1955 


Mir. Mansure. Principally it is expansion of our former activities 
which are public buildings, Federal supply, records management, and 
the stockpiling program. 

Now, in each one of those programs additional activities have been 
added. For instance, under “Public buildings,”’ lease purchase. 

Lease purchase is the big activity added to that operation. In 
addition, there is the brokers legislation where we can pay broker and 
auctioneer fees out of the proc eeds of surplus res al-property sales. 

Mr. THomas. That was passed late last year? 

Mr. Mansure. Yes. In addition to that, the employment of 
appraisers outside of Government. 

Mr. THomas. A part of the same act? 

Mr. Mansure. Yes. 

Now, would you like to go to Federal supply? 

Mr. THomas. Yes. 


PURCHASE AND HIRE OF AUTOMOBILE 


Mr. Mansure. In Federal supply the new legislation is generally 
known as the motor-pool legislation. We are going to explain that in 
some detail when we have the Federal supply hearing. 

Mr. Tuomas. I was looking over that item a few minutes ago—the 
hire of automobiles and purchase. $345,000 for purchase and $1.1 
million for hire. I could not find in the budget the source of those 
funds. Does it come out of the general supply fund? 

Mr. Mepuey. Yes, sir. 

Mr. THomas. The direct appropriating language for both items? 

Mr. Mepuey. Yes. 

Mr. THomas. Is that out of the fund or the administrative expense? 

Mr. Mepuey. The fund. 

Mr. THomas. That means, sooner or later, you are going to begin 
to show a loss in that fund over and above the normal loss? 

Mr. Mrptey. No, sir. 

Mr. THomas. In other words, as your purchase of automobiles 
inereases—of course, they are going to begin to wear out in 2, 3, or 4 
vears—you will have a constant drain on that fund that you haven’t 
had heretofore. 

Mr. Mepiey. We will have additional money invested in capital 
equipment; yes. However, the rental rates paid by using agencies 
are sufficient to cover all costs including depreciation. 

Mr. THomas. Anything else? 

Mr. Mansur. I don’t recall any major addition. Well, I would 
like to explain a special appropriation given to us, of $300,000 for 
hiring outside consulting service for rec ords practices in other agencies. 
The results to date are very encouraging. It is too early to give 
specific figures on that but we think it is going to be most gratifying 
to Congress. 


ANTICIPATED EXPANSION OF SUPPLY PROGRAM 
One very important item which I skipped over entirely is the ex- 


panded volume of our supply operation. That is the Federal supply 
part. 


e 
é 
x 
; 
2 
+ 
: 


Ceiwewaesterre ss Gs 3 feEtieP hey LIOTYULS 


eTmasise- BNE 





804 


Mr. Tuomas. You intend to do business in the amount of $139 
million for 1956? 

Mr. Mansure. That is the budget figure. We expect to do more 
than that. 

Mr. Tuomas. What was that figure? 1 thought it was $139 million, 

Mr. Mepbtey. That is what is in the budget, Mr. Chairman. We 
are in a somewhat peculiar position 

Mr. Tuomas. I can’t read those figures unless you have them in 
that budget, you know. 

Mr. Mep ey. That is right, sir. However, we have before the 
Bureau of the Budget a supplemental estimate on this item for 1955, 
which we have been authorized to state will be submitted to Congress 
shortly. We also have a supplemental estimate before them for 1956, 
Since the preparation of this budget, we have good reason to believe 
that the sales volume will be considerably greater than the volume 
indicated in our justification. 

Mr. Tuomas. How much is the supplemental estimate in addition 
to the $12 million? 

Mr. Mepuey. The additional amount of the 1956 estimate before 
the Bureau on which they have not yet given us a decision is $1,177,000. 

Mr. Tuomas. How much gross volume are you going to increase 
above the $139 million? 

Mr. Men tey. It will go from $139.2 million to $161.8 million. 

Mr. Mansure. We estimate that if we get the common-use item 
purchasing from the 3 branches of the Department of Defense, there 
will be a minimum volume of $200 million, with a potential volume 
of $300 million. 

Mr. Toomas. Do you mean that is from the armed services? 

Mr. Mansure. Yes. 

Mr. Tuomas. Do you think you are going to get it? 

Mr. Mansure. Well, we have been making headway, which we 
haven’t been doing before. 


ESTIMATES OF APPROPRIATIONS FOR FISCAL YEAR 1956 


Mr. Tuomas. Mr. Reporter, I wonder if you will insert in the record, 
page 8. This is a pretty good overall picture, and also page 9 and the 
succeeding pages 12 through 17. That is a pretty good detailed 
explanation. 

Mr. Mansure. That will be 12 and 13; is that correct? 

Mr. Tuomas. That is right, right on through 17. 

(The information is as follows:) 
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Comparison of appropriations for 1955 with budget estimates for 1956 


Short appropriation title 1955 1956 Change 


_ Operating expenses, PBS a ; $95, 960,000 $99,400,000 | +$3, 440, 000 
9 Emergency operating expenses | 15,647, 000 13, 400, 000 — 2, 247, 000 
. Repair, improvement, and equipment 2, 000, | 20,000,000 | +8, 000, 000 
. Hospital facilities in the District of Columbia 1,610,000 | +1, 610,000 
5, Hospital facilities in the District of Columbia (liquidation 
of contract authority) ®, 700, 000 | +5, 200,000 
6. Post office and courthouse, Nome, Alaska_-...............|_---------- +1, 200, 000 
". Additional court facilities 2, 970, 600. — 2, 970, 600 
8, Buildings management fund 500, 000 |. — 500, 000 
9, Operating expenses, FSS | 2, 660, 000 SS 120, 000 | 
10. Expenses, general supply fund. -......-...-.----- PE 12, 066, 800 12, 000, 000 | 
. Operating expenses, NARS 5, 000, 000 5, 650, 000 
, Survey of Government records. ......................-....| 300, 000 |....-.-- 
3, Administrative operations = 3, 789, 500 4, 450, 000 | 
. Strategic and critical materials_--_-_-.--_-- -| 1 380,000,000 | 521, 500,000 | +141, 500, 000 
Strategie and critical materials (liquidation of contract 
authority) 7 27, 400, 000 
6, Abaca fiber program (3) 
Administrative expenses (limitation) [135, 000) (1 35, 000} |. 


562, 993,900 | 719, 430, 000 +156, 436, 100 


1 Plus $274,402,252 of previously appropriated funds. 
1 Application of previously appropriated funds. 
1 $3,500,000 requested in printed budget, but subsequently withdrawn. 


HicHuicut oF BupGEet Estimates 
GENERAL 


To a considerable extent, appropriations in the annual act finance basic services 
which GSA is required by law to provide for its “customer” agencies of the 
executive branch. Although GSA is responsible for establishing economical 
standards of services and for providing such services economically and efficiently, 
it has no control over programs of other agencies which determine quantity of 
services which it must provide to service their needs. On the other hand, quan- 
tity, and often quality of services which GSA can provide is limited by appropria- 
tions made to finance the service operations. 

Thus, GSA finds itself between two forces over which it has no control: (1) de- 
mand by ‘‘customer’”’ agencies for services to meet their needs, and (2) limitation 
on capacity to provide those services by appropriations which finance them. 
Efficiency in operations in the executive establishment will be impaired and 
potential economies sacrificed if these two forces are not kept in balance. 


BUDGET ESTIMATES FOR 1956 IN SUMMARY 


The budget for 1956, as amended, includes estimates of direct appropriations 
for GSA totaling $719,430,000 as compared with $562,993,900 for 1955, a net 
increase of $156,436, 100. 

Generally, the net increase is made up of: 

) $139,053,000 net, 88.9 percent of total increase, for stockpiling and other 
programs related to national defense (items 2, 14, 15); 

(2) $13,039,400 net, 8.3 percent of total increase, for building construction and 
repair programs (items 3, 4, 5, 6, 7); 

(3) $4,343,700 net, 2. 8 percent of total increase, for other items, $4,130,000 
of which is for converting positions from CPC grades to GS grades or local wage 
oe as required by Public Law 763, 83d Congress (items 1, 8, 9, 10, 11, 

12 

Budget estimates for 1956 anticipate continued application of economy policies 
of the Administration. Each item has been closely examined in light of those 
policies. Benefits from further operational improv ements and increases in effi- 
ciency have been anticipated. In some cases ‘‘customer’’ agencies will have to 
acce ie lower quantity or quality of services than those to which they may feel 
entitle 

Detailed explanation of each program and justification of performance and cost 
is set forth separately for each appropriation item in material which follows, 
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ESTIMATES OF APPROPRIATIONS, 1956-—-SAVINGS AND ECONOMIES EFFECTED DupRry 
1954 


General Services Administration continued to bring about substantial goyer 
mentwide economies during 1954 through centralized services regularly provic 
to Government agencies and improvements initiated within agencies in they 
management of property and records under GSA policies and regulations 

Not all economies achieved can be measured or estimated. It is not practicah\, 
for example, to estimate all administrative economies arising from improy 
operations within Government agencies resulting from GSA property and record 
survey recommendations nor from widespread benefits of such programs as co; 
modity standards and specifications. Similarly, year-to-year comparisons 
economies are generally avoided, principally because of changes in progra 
operations or methods of measuring economies. 

Economies reported are limited to those based on actions taken during 1954 
They exclude benefits realized during that vear as a result of improvements mad 
in prior years and also exclude benefits that will accrue in future years as a resy| 
of actions taken in 1954. 


A. Economies totaling $3.4 million were reported for records management 
services, as follows 

(1) Transfers of records from Government agencies to Federal records center 
released 266,000 square feet of office space, of which 205,000 were in blocks 
100 square feet or more and therefore reassignable. In addition, 398,000 squar 
feet of storage space, of which 386,000 were reassignable, were released. 1 
rental value of reassignable space is estimated at $738,000. 

(2) Replacement of 49,000 file cabinets released for other use as a result of 1 
records transfers would have cost the Government approximately $2.5 mi 
Replacement of 35,000 transfer cases, also released, would have cost ab 
$175,000. 

(3) Cost of maintaining current records throughout Government is_ being 
reduced by GSA through establishment of standards, development of instructiona 
material, and technical assistance to agencies in modernizing their records ma: 
agement practices. Assistance given Baltimore Collection Division, In 
Revenue Service led to introduction of a correspondence management prograt 
which will reduce costs in that office substantially, beginning in 1955. 


B. In personal property management and services, economies totaling $127.5 n 
were reported, as follows 


(1) In purchase and stores operations, price economies accruing in 1954 ar 
estimated at $59.8 million, consisting of: 

(a) Government agencies purchased $275 million of goods and servic 
from suppliers at prices estimated to be $31.2 million less by using Feder 
supply-schedule contracts than if they purchased goods and services i) 
same quantities and frequency. In addition, undetermined amounts 
duplicate administrative costs were avoided through central preparati 
specifications, advertising for bids, and awarding contracts. 

(b) Quantity-price advantages aggregating $22.4 million were shared | 
agencies which relied upon GSA stores depots as their source for common-ts 
supplies. This price reduction was obtained through a stores sales volw 
amounting to $54.6 million, including Gallup, N. Mex. operations. 

(c) Direect-delivery sales of Federal requirements purchased by G4 
amounted to $49.8 million, and yielded price advantages amounting to ‘6. 
million. 

(2) In freight-traffic management, further inroads were made against excess! 
payments for movement of Government freight by GSA negotiated rate adjust 
ments, and routing services which led to measurable savings of $6.6 millio! 
This ineludes $4.5 million through negotiations with carriers for reduced rates 
and $1.2 million through arrangements for storage-in-transit privileges. Other 
economies resulted from redirecting shipments through the cheapest methods 
modes of transportaticn, and by consolidating small lots and using pool cars 

The following are illustrative of actions taken to reduce expenditures: 

(a) On behalf of Post Office Department, freight rates were negotiat 
with rail carriers for eastward movement of empty mail bags from wes 
coast ports. Movement of approximately 28 million pounds annually 
expected to produce a recurring economy in excess of $1 million in freigi' 
costs alone. This arrangement supersedes that of last year under whi 
empty mail bags were returned to east coast by water at a saving of abou 
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$800,000 annually. The new arrangement establishes a faster turn-around 
time and reduces by one-third the number of mail bags required for Pacific 
service, thus contributing to an additional economy. 

(b) In a single shipment of 13,125 tons of steel rail to Alaskan Railroad, 
GSA arranged transportation at approximately $272,000, more than $20 
per ton less than usual cost. When negotiations with established water 
carriers failed to produce satisfactory rates for shipment out of Seattle, rail 
was purchased from an eastern rolling mill and transshipped from Baltimore 
to Seward in a chartered vessel. 

(e) Traffie studies were made on individual commodities to determine most 
economical methods for procurement and distribution in conjunction with 
transportation and handling costs. As a result, purchase and distribution 
pattern for paper towels and toilet tissue has been revised to effect a reduc- 
tion of $82,000 annually in transportation costs. 

3) Personal property originally costing $57.5 million reported as excess to 
GSA was transferred to other Federal agencies for utilization, an increase of 
$18.9 million over 1953. 

The $57.5 million transferred included property costing $2 million redistributed 
through GSA stores’ depots. 

The variety of utilization transfers is illustrated by the following examples: 

(a) Department of the Army reported to GSA urgent need by the Gov- 
ernment of Thailand for a hopper dredge. A hopper dredge recently deter- 
mined to be surplus was located in Seattle. Transfer to Thailand was 
arranged through Foreign Operations Administration under one of its 
regular programs. The dredge, which originally cost $1,184,000, was trans- 
ferred at a fair value of $235,000. 

(b) Excess personal property costing more than $4 million was transferred 
to other Government agencies when Economic Stabilization Agency was 
liquidated. Prompt transfer actions aided ESA in meeting deadlines for 
closing offices and releasing valuable space. Timely use was found for 
substantial quantities of the property in equipping several new Government 
operations throughout the country. 

(c) Federal Civil Defense Administration forwarded to GSA a purchase 
requisition for wool blankets which would have cost $4,278,180. As result 
of a search among excess stocks, FCDA accepted transfers of nearly 486,000 
blankets from Navy Department and 58,000 from Veterans’ Administration, 
at a fair value of $2,588,640 in lieu of proposed new procurément. 

(d) GSA was instrumental in equipping new Navy aero-dynamics labora- 
tory at Freeport, Long Island, through utilization of excess property. Pro- 
posed expenditures were reduced, and time required for complete equippage 
of the laboratory is said to have been reduced several years by eliminating 
need for manufacturing new precision equipment. More than $82,000 worth 
of machine tools, electrical equipment, precision instruments, hardware and 
hand tools were transferred from civilian and military installations in the 
area as a result of GSA’s efforts. 

(e) To assist in expansion of Nicaro nickel plant at Nicaro, Cuba, GSA 
arranged transfer of $800,000 worth of excess property from other Govern- 
ment agencies for which a fair value of $240,000 was paid to owning agencies. 
In addition to reducing Federal expenditures, the time needed to acquire 
certain essential items was reduced as much as 9 months. 

(f) A minimum of $150,000 in expenditures was avoided when GSA 
assisted Navy Department in reactivation of Camp Langley as a training 
facility to house 500 men. Through utilization transfers, camp was com- 
pletely equipped with such items as cafeteria, maintenance, medical and 
hospital equipment, furniture, office supplies, shop equipment, and auto- 
motive equipment. 

(4) Operation of GSA maintenance and repair shops provided services to 
Federal agencies at a saving of over $1 million. Over 5,000 typewriters, 2,000 
other office appliances, and 31,000 items of office furniture were repaired, and 
over 26,000 service calls for minor repairs and adjustments of office appliances 
were completed during the year. 

(5) Economies effected in 1954 through GSA operation of motor pools are 
estimated at over $200,000 from removal of vehicles from service, elimination of 
duplicating and paralleling vehicle traffic, reductions in maintenance facilities, 
and personnel reductions. 

(6) Under supply management surveys, GSA produced economies estimated 
at $2.4 million by assisting agencies in improving their supply operations. 
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Economies resulted from disposition of inventories in excess of required levels. 
Reductions in personnel and release of space as a result of survey recommendations 
for administrative improvements produced recurring economies, not included 
above, of nearly $20,000. 

Inventories of excess supply items amounting to more than $368,000 in acqui- 

sition cost were set aside for consumption by holding agencies. Purchase of those 
items was discontinued until stock position dropped to the authorized reorder 
levels. Excess stocks costing $1,998,000 were transferred directly to other agencies 
for use, and other excess stock costing almost $35,000 was reported to GSA and 
transferred for utilization. 
» (7) Activities under GSA commodity standards program affect all Govern. 
ment supply operations. Substantial benefits accrue from new and improved 
specifications, reductions in varieties of items of standard supply, and improve. 
ments in inspection and testing techniques for items purchased. 

Reduction in variety of articles leads to economies in prices paid and in storing 
and handling costs. For example GSA has standardized on 1 bent-wood chair, 
instead of 25 styles formerly purchased; 10 varieties of steel clothing lockers 
instead of 136; 5 types of executive desks instead of 28; and 17 varieties of mimeo- 
graph paper instead of 172. 

Use of a new water emulsion floor wax will generally improve wearing qualities 
and reduce slippery conditions of floors and, depending on the former frequency 
of waxing, may materially reduce costs. Tests at a single location maintained 
by another agency indicated that waxing frequency could be reduced from 6 
times a year to 3 times with periodic buffings. Annual cost of maintaining 100 
square feet of floor at that location with the new wax were $2.86, as compared to 
costs ranging from $6.78 to $10.80 for waxes previously used. 

Quality-assurance inspection materially reduces Government costs. Quality. 
assurance is based on a combination of techniques, such as inspection of finished 
products; in-process quality control and inspection; laboratory testing; proper 
packing and marking; and the standing and reputation of contractor. Inter- 
mittent inspection of finished products from a quality-assured plant suffices to 
verify that the product continues to comply with specifications. 

GSA has arranged for inspection by Agriculture Department of processed 
fruits and vegetables and their products it purchases in amounts of 50 cases or 
more. In such instances contractors are required to furnish USDA certificates 
of quality and condition. Duplicate inspection js thus avoided. 

By arrangement with Navy Department, its personnel stationed at GSA tank 
farms storing strategic oils make semiannual sampling of oils for determining 
rate of deterioration and necessity for rotating such oils. 


C. In real property management and services programs, economies totaling $11 
million were reported, includings 


(1) An intensified GSA program of on-site surveys covering 92 million square 
feet of space occupied by Federal agencies, and close liaison with agencies ex- 
periencing reorganizations were principal causes of a reduction of $5.2 million in 
expenditures. Economies resulted cheifly from actions taken to consolidate 
agency activities into less space; to move other activities from leased to Govern. 
ment-owned space; and where use of leased space was unavoidable, to move 
activities to space at lower rentals. (These economies are exclusive of those 
stemming from space released through records and supply management programs 
described elsewhere in this statement.) 

(2) GSA screening of governmentwide space requirements against availaple 
excess real property led to transfers between agencies of 41 properties costing 
$12.5 million, and the withdrawals from excess by original holding agenci s of 
an additional 12 properties costing $4.3 million. It is estimated that these 
properties had current market value of $5.0 million. 

(3) Economies approximating $380,000 were effected through improvements 
involving Government purchases of electric power, consolidations of centralized 
telephone switchboard services, engineering changes in use of GSA’s rapid- 
written communications services, and intervention in utility rate cases before 
regulatory bodies. 

(a) GSA successfully intervened on behalf of the Government as a use? 
before a State regulatory body hearing proposals for telephone rate increases. 
The amount of increase allowed was less than the original proposal, and will 
prevent additional Government expenditures of $180,000 annually. 

(b) Eleven consolidated switchboard installations put into operation 
during the year will reduce costs of Government telephone services by 
$103,000 per year. An additional $5,200 in annual expenditures was pre 
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vented by extending available switchboard services to 3 additional agencies 
which had requested separate installations. 

(c) GSA negotiated an amendment to an electric power contract which 
will result in $75,000 annual savings on power consumed in production of 
aluminum for the national stockpile. 

(d) Additional savings of $16,725 were effected when arrangements were 
made with two Federal agencies for their use of GSA rapid written communi- 
cation service and discontinuation of independent TWX operations. 

(4) Operation of nationwide teletypewriter system by GSA provided Federal 
agencies in 56 cities with rapid communications services for $370,000 less than 
commercial costs would have been during the year for the same traffic. Tele- 
hone traffic over Government full-period and foreign exchange lines between 
Jashington and New York for the vear was handled at $35,000 less than com- 
mercial cost. An additional saving of $17,000 was realized through use of Govern- 
ment foreign exchange lines from switchboards in Baltimore to Washington, D.C., 
and from Richmond to New York. 

(5) Cost of providing guard service for Federal real properties was reduced by 
more than $1.4 million in 1954. As this reduction was necessitated by cut in 
operating appropriation and involves increasing element of risk, it is not claimed 
as an effected saving. 


D. Administrative operations of GSA contributed to many of the foregoing economies 
and to internal operating savings and economies not reported. However, 
reported economies totaled $5.7 million, including: 

(1) Audits of contracts entered into by GSA with private business brought 
about savings of nearly $5 million in money recovered, reduced claims and ex- 
penditures, disallowance of improper contract costs, and disclosure and subse- 
quent collection of revenue due the Government. 

(2) Internal audits of GSA operations effected substantial savings and econo- 
mies, one example being reported at $440,000. 

(3) Management surveys of various GSA operations troduced savings of ap- 
proximately $250,000 during the year. 


OPERATING Exprenses, Pusiic BuILDINGs SERVICE 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 
| 


OTA er IR 00 os. 5 5 hain kn cncwaaconassccnieiwencs $98, 826, 070 $95, 960, 000 $99, 400, 000 
Transferred, pursuant to 5 U. S. C. 630d, to— 
“Expenses, general supply fund, General Services Admin- 
istration” 
“Administrative operations, General Services Adminis- | 
tration” | 





= 


. Adjusted appropriation or estimate 
Reimbursements from non-Federal sources-.......--------- — 
Reimbursements from other accounts 


Total available for obligation 
Unobligated balance, estimated savings 


Obligations incurred 
Comparative transfer to— 
“Expenses, general supply fund, General Services Admin- 
istration” 
“Operating expenses, National Archives and Records 
Service, General Services Administration’ 


98, 818, 070 
481 | 
85, 750 





98, 904, 301 | 
—89, 649 








Total obligations 


Notr.—Reimbursements from non-Federal sources above are refunds of employee terminal leave pay- 


ments (5 U. 8S. C. 61b). 


98, 610, 652 


98, 814, 652 | 


—91, 000 
—113, 000 
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Obligations by activities 


Description 1955 estimate | 1956 es 


Direct Obligations 


" 


Buildings management... 7 ; sax nt $93, 822, 579 $92, 103, 200 
Real estate utilization j cin alee 1, 561, 916 1, 586, 900 
National industrial reserve : Sapien 2, 078, 572 | 864, 100 
Surplus property disposal ; 7 ; 496, 247 555, 300 
. Public utilities management poke Secs 76, 486 93, 500 
Buildings design and supervision ro m5 110, 329 113, 000 
Service administration - - : 378, 77: 402, 000 


“ID Oe Wb 


Total direct obligations Ss cd , 524, 902 “4 5, 718, 000 


Obligations Payable Out of Reimbursements From Other Accounts 


2. Real estate utilization ’ a — ’ ‘ : 7 
3. National industrial reserve. . 5 a oe sid 83, 000 80, 000 
4. Surplus property disposal y : 7 2, 595 5, 000 


Total obligations payable out of reimbursements from 
other accounts . - 85, 750 85, 000 


Total obligations_.._...___- 98, 610, 652 95, 803, 000 


Obligations bu objects 


Object classification 1954 actual 1955 estimate 


GENERAL SERVICES ADMINISTRATION 
Summary of Personal Services 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year_- 


A verage salaries and grades: 

General schedule grades: 
Average salary $5, 652 | $5, 866 
Average grade__-__- ; GS-8.1 | GS-8.3 
Ungraded positions: Average salary $3, 439 $3, 881 

Personal service obligations: 
Permanent positions $3,858,796 | $3,033, 501 
Positions other than permanent 14, 111 | 1, 842 
Regular pay in excess of 52-week base 14, 923 | 11, 658 
Payment above basic rates «4 77, 993 14, 499 


Total personal service obligations -_ , 3, 965, 82% 3, 061, 500 


Direct Obligations 

Personal services 3, 898, 776 2, 997, 600 
Travel 126, 205 | 160, 100 
Transportation of things_- ; 19, 965 49, 200 
Communication services ms 60, 148 | 61, 800 
Rents and utility services ; ; 108, 126 | 48, 500 
Printing and reproduction 30, 198 | 41, 100 
Other contractual services_ 93, 881, 878 90, 657, 000 

Services performed by other agencies__- 24, 896 15, 000 
Supplies and materials 139, 742 69, 700 
Equipment paaeance 213, 335 108, 800 
Lands and structures — ‘ os 1, 500, 000 
Refunds, awards, and indemnities cake ; 257 300 
Taxes and assessments sideasiabs a 16, 376 8, 900 
Total direct obligations______- ; ta __| 98, 519, 902 95, 718, 000 99, 400, 00 


Obligations Payable Out of Reimbursements From Other 
Accounts 

Personal services__.......-.- ss aes die ; cdi 67, 047 63, 900 | 
Travel Te becae it 396 1, 500 
Communication services_- e . eae oe 463 300 
Rents and utility services : ; : 9, O15 8, 600 
Other contractual services ; pedi , aa 343 2, 400 
Supplies and materials-_-- ‘ : : ae | 8, 328 8, 100 
Taxes and assessments._....---- aah a 158 200 


Total obligations payable out of reimbursements from 
other accounts_. * oe <a a 85, 750 85, 000 


Total obligations 98, 605, 652 95, 803, 000 
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Obligations by objects—Continued 


Object classification 1954 actual | 1955 estimate | 1956 estimate 


ALLOCATION TO DEPARTMENT OF COMMERCE 
- Other contractual services _- 
SUMMARY 
Summary of Personal Services 


tal number of permanent positions- 
il-time equivalent of all other positions_-- 

rage number of all employees : 
imber of employees at end of year- - 


rage salaries and grades: 
General schedule grades: 
VOI INE le teccdacncednacde 
Average grade _ coume 
Ungraded positions: Average salary - --. 


sonal service obligations: 

IS TORO sia cn cewcinannsee 
ositions other than permanent.-_--- Sai ; bs ’ ; 
Regular pay in excess of 52-week base - ------- as y 1, 66 11, 731 
Payment above basic rates_...------- orale ; 14, 15, 100 


$3, 070, 569 


Total personal service obligations -- - - ’ 23 a y 3, 097, 400 


Direct Obligations 

Personal services ae _ $2, 997, 600 $3, 018, 400 
Travel ; towable 126, 100 163, 500 
Transportation. ---- : 5 ils: seca tae aioli aes 19, , 200 &1, 600 
Communication services - -- , oleae gio 60, 800 61, 800 
Rents and utility services__-- 7 aibhieatie aes 10%, , 500 39, 500 
Printing and reproduction - Sioa ianitawene 30, 1, 100 43, 600 
Other contractual services _— ae 93, 886, 57, 000 94, 303, 000 

Services performed by other agencies.-__- ras 24, 5, 000 15, 000 
Supplies and materials. ---.------ cate oche : ; 39, 700 70, 300 
Equipment aa eu ktgiis ste ¢ 213,3 800 103, 000 
Lands and structures , ee cee eet of > : 000 1, 500, 000 
Refunds, awards, and indemnities-_------~-_-- . woe 25 300 300 
axes and assessments--.--.-.------ _ , 376 , 900 


rarae rt aeons is 


arvawewasteree & C6 3 BeeteePEeUy LIOTTUULS 


rtrw 


Total direct obligations... -- coat Q8, 5 000 000 


jations Payable Out of Reimbursements From Other Accounts 


Personal services - - Soe wit ; ; 33, 9OO 
2 Travel canted Susie’ 3$ , 500 a, 
{ Communication services- - : diana . sie . 300 
Rents and utility services. ----- gas ¢ 600 10, 
; Other contractual services-_...--......-- 34 2, 400 3, 
97.40 » Supplies and materials-------..------ : . 8, 3: 8, 100 10, 
ids raxes and assessments- --------- oa Sa = ‘ 200 


18, 40 Total obligations payable out of reimbursements from 

635i other accounts--- Sees Seeaeee : 5, 78 5, 000 105, 000 
81, Hit a . : . e 

61, Total obligations____--._.-- ; nt 98, 610, 652 95, 803, 000 99, 505, 000 
39, 50 
43, Ay 
03, 0 


Analysis of expenditures 
70, 3 —- 
03, 00 (Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 
00, 00 - — . a TE - - " - 
3 
1954 actual | 1955 estimate 1956 estimate 


00, OOF 


v 


Ubligated balance brought forward ___-_--...-.-.---------- $733, 264 $2, 315, 651 $1, 137, 651 


istment in obligations of prior years- - -- 7 61, 363 ‘ s 
ligations incurred during the year__----.---- 98, 814, 652 96, 007, 000 99, 505, 000 
79, OF eee | 
‘150 Hille... 98, 322,651 | 100, 642, 651 
"40 ‘eimbursements Leds deheeas hence Joke tionederuasl nn 2 —85, 000 | —105, 000 
10, 10 ligated balance carried forward-_._-- jie) 2, 315, —1, 137,651 | —1, 437, 651 
3, 40 nm : , 
10, 60 Total expenditures_ --_ ._- vez 97, 100, 000 99, 100, 000 


enditures are distributed as follows: 
Out of current authorizations os 96, 703, 612 95, 000, 000 98, 170, 000 
Out of prior authorizations. -__-_- ee s 503, 785 2, 100, 000 930, 000 





812 


Mr. Tuomas. Let’s go over to “Operating expenses, Public Build. 
ings Service.”’ Insert page 19 in the record. 
(The page referred to follows:) 


Summary reconciliation of 1956 estimate to 1955 funds 


A. 


Transfer to ‘‘Administrative operations” 
Comparative transfers to: 

“Expenses, GSF’’___- 

“Operating expenses, N ARS” 


Comparative total for 1955 


B. Decreases in 1956: 


Release of Government-owned space 
Release of rented space_ 


Movi ing and space adjustme nts shad : Phe 

Communication facilities to be reimbursable - 

Reduction in protection and maintenance for air 
reduction and Gary armor plate plants- -- --- 


Subtotal 


1955 appropriation in annual act. _---..----.--------------- $95, 960, 


— 113) 000 


$104, 000 
766, 000 
220, 000 
308, 000 
277, 200 


172, 000 


000 


2, 000 


, 000 


1, 847, 200 


93, 870, 800 


C. Increases in 1956: 

Space previously financed by 
from other agencies_ 

Repair and improvement of Government-owned 
space in the District of Columbia 

Protection and maintenance for Dow magnesium 
plants ($561,000 Texas, $16,700 Michigan) ___ 

Annualizing cost at 2 plants held 8-month 
average in 1955 

Increase in volume of machine tools__-__-_-- 

Increased pay for converted CPC grades 
required by Public Law 763, 83d Cong 

Intensified surplus property disposal 


reimbursement 
$200, 000 


407, 000 
577, 700 


34, 000 


4, 130, 000 
156, 300 
—— 5, 529, 200 
Total estimate for 1956 99, 400, 000 
Analysis by activities 


| 1955 adjusted | Deduction Addition 1956 estimate 
| 





. Buildings management 

. Real-estate utilization 

. National industrial reserve 

. Surplus property disposal 

. Public utilities management. _- 

. Buildings design and supervision 
. Service administration. 


$4, 715, 000 $95, 143, 0 
1, 586, OO 

1, 350, 00 
711, 60 

93, 50 

113, 000 

402, OK 


*” 675, 200 
1, 586, 900 aaacaeel 
864, 100 
555, 300 | 
93, 500 
113, 000 
402, 000 


95, 718, 000 


| 
| 
$02, 103, 200 ; 


657, 900° 
156, 300 





9, 400, 000 


Mr. Tuomas. That shows for 1956, $99.4 million, which is a0 
increase of $5,529,000 over 1950. 

Mr. Meptey. I believe the net increase is $3,682,000, because 
against those items which are increased there are certain decreases 
shown in the table. The net increase would be $3,682,000. 

Mr. THomas. Do you mean your are changing your table now? 

Mr. Meptey. No, sir. The'difference between 

Mr. Tuomas. Reductions and additions. 

Mr. Meptey. That is right. 
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Mr. THomas. A net change of $3,682,000 and you arrive at that 
figure by subtracting $1,847,200 from $5,529,200. It is a net increase 
of $3,682,000? 

Mr. Mepuey. Yes, sir. 


Buitpincs MANAGEMENT ACTIVITY 


Mr. Tuomas. Tell us something about the space activity. What 
are your headaches, hopes, and aspirations? I notice you have 
brought this down. 

Mr. Mansure. Mr. Strobel, if you will go ahead on that part. 

Mr. Srrospe.. If you will permit me I would like to read a short 
statement on the activities of Public Buildings Service. 

Mr. THomas. You may do anything you would like, Mr. Strobel. 

Mr. Strosex. Thank you, sir. 


GENERAL STATEMENT OF COMMISSIONER OF PuBLIC BUILDINGS 


Mr. Chairman and members of the committee, I appreciate this 
opportunity to meet with you and to discuss our proposed public 
buildings programs for 1956. 

Since becoming Commissioner of Public Buildings, I have been 
engaged in reviewing and studying the policies, organization, stand- 
ards, methods, and operations of the many programs assigned to the 
Public Buildings Service. This is in addition to observing day-to-day 
operations. 

FUNCTIONS AND RESPONSIBILITIES OF PBS 


Our basic functions are to (1) provide the minimum yet adequate 
space necessary for the efficient and economical housing of Federal 
agencies; (2) manage and operate buildings in keeping with acceptable 
standards; (3) maintain the buildings at a standard that will protect 
the Government’s real property investment; (4) construct authorized 
buildings economically and in keeping with Federal requirements; 
(5) sereen excess real property for possible further Federal utilization; 
and (6) dispose of surplus real property. 

Our responsibilities also include the management and maintenance 
under directives of the Department of Defense of a standby reserve 
of Government-owned industrial plants, machine tools, and equip- 
ment. We also represent the Government’s interest as a user in the 
public-utilities field. 

We have been looking into the costs of operation and upkeep of 
buildings. In my opinion, our methods are generally sound. We 
will continue to search for further economies and greater efficiency. 
Reductions have been made in overhead, protection, and other 
operations. In some areas reductions in custodial services may have 
been too severe. In line with strict economic policies, however, we 
propose to continue these operations at the 1955 level. 


CONTRACTING OF CERTAIN BUILDING SERVICES 


We are continuing to explore possibilities of contracting for certain 
building services. Some 600 contracts are now in force for janitor, 
cleaning, and window washing services. We also have over 14 million 
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square feet of leased space which is serviced under contract by the 
owners. Pilot contract cleaning operations are being initiated jn 
selected larger buildings. The Interior Building, Portland, Oreg., js 
now in operation; the contractor will start operations in the new 
Central Accounting Office Building here in Washington on March |: 
and awards are being made for operations in the buildings at 55 Tre- 
mont Street, Boston, 100 McAllister Street, San Francisco, and the 
Lynch Building, Dallas, Tex. 


From experience gained from such pilot operations, we hope to de- 
termine the advantages and disadvantages of direct labor versus con- 
tract cleaning. At least two problems are creating opposition to con- 
tract cleaning: (1) Security requirements of some agencies, and (2 
separation of veterans. The Veterans’ Preference Act provides that 
custodial positions be restricted to veterans where they are available 


REPAIRS TO FEDERAL BUILDINGS 


Repairs to Federal buildings have been limited to bare essentials 


] 
il 
} 
\- 


during the period of high defense expenditures. Asa result, our buili 
ings generally are in need of repair and extensive renovations and 1m- 
provements. Despite stringent economic policies, an increase in funds 
for building repairs and improvements is essential to allow a level of 
repairs equal to work generated and to permit a nominal liquidation 
of the extensive backlog of work with which we are confronted. 

The committee will be interested to know that we are presently en- 
gaged in a review of existing standards and practices to be followed in 
the design and construction of buildings. This review is being con- 
ducted by a group of private architects, engineers, contractors, and 
building operation experts. Results of the review, scheduled for com- 
pletion in April, are expected to bring the Government’s construction 
practices in line with best current commercial practices. 

An advisory committee of representative Government officials also 
is currently studying problems relating to efficient occupancy of 
office space. More specifically, this committee will cover and report 
on specifications for suitable space and economical utilization thereof. 
The results of this study should furnish additional information and 
guides for our space acquisition, assignment, and utilization operations 


LEASE-PURCHASE PROGRAM 


Lease-purchase legislation enacted by the past Congress is, from 
our point of view, excellent. In addition to acquisition of space by 
construction with lump-sum appropriations or by leasing, this legis- 
lation provides a third method of acquiring space. It makes it pos- 
sible for the Government to obtain needed space on the installment 
plan. 

A program limitation of $5 million for annual payments for fiscal 
1955 was included in the basic act. The legislation provides that 
subsequent limitations for programing shall be included in appropria- 
tion acts. The estimates before you do not include any provision 
for a lease-purchase program other than continuing in 1956 the 
unused portion of the existing limitation for 1955. 

We, together with the Bureau of the Budget, will review the 
program this spring to determine what additional monetary limitation 
should be requested from the Congress for 1956. 
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The basic operations of the Public Buildings Service are financed 
from the following three appropriations: 

|. Operating expenses, Public Buildings Service. 

2. Emergency operating expenses. 

3. Repair, improvement, and equipment of federally owned build- 
ings outside the District of Columbia. 

Special programs, including construction projects and the pro- 
vision of hospital facilities here in Washington are financed by separate 
appropriations. 

Detailed information concerning our 1956 estimates and programs 
is provided in the justifications before you. With the assistance of 
our staff, I shall be glad to discuss the individual items and furnish 
such additional information as the committee may desire. 


AMOUNT OF SPACE MANAGED BY PBS 


Mr. Tuomas. Let’s go right quick to your basic problems here. I 
think the table on page 22 shows the picture. How many square 
feet of space do you have—and break the figure down as to federally 
owned and rented space. Could you do that quickly? Is this figure 
reasonably accurate, 95.7 million? 

Mr. Scumiptr. That is Government-owned and leased space. The 
Government-owned is 78,197,000, and the leased is 17,470,000. 

Mr. Tuomas. Is that 17,400,000 figure included in your emergency 
program, or rather, vice versa, is your emergency program included 
in this figure? 

Mr. Scumipr. That is only the regular program and excludes the 
emergency. The emergency program for 1956 includes a total of 
8.6 million, which is made up of 3,869,000 Government owned, and 
1,747,000 leased. 

Mr. Tuomas. You have about 105 million square feet, still; haven't 
you? 

Mr. Scumipr. In the two appropriations. 

Mr. Tuomas. That compares with 68 million in 1950? 84.9 
million in 1951. When did you start vour emergency program, was 
it 1953 or 1952? 

Mr. Scumipr. 1951. 

Mr. Mepiey. Mr. Chairman, the table on page 22 applies only 
to the space under this appropriation and there is a similar table on 
page 66 for the emergency space. 


LEASED SPACE 


Mr. Tuomas. What is your general picture? What does it look 
like now? I understand you have been hammering and we have been 
helping you to hammer on this reduction in space here. What 
progress are you making? 

Mr. Scumipt. We had a target of 3 million square feet of leased 
space to relinquish in 1955. To date we have released or scheduled 
for release 2% million square feet. We still have a half million square 
feet to go between now and June 30 of this year. 

Mr. Tuomas. Let’s combine these two items to save time here. 

Dollarwise your emergency program shows a reduction of $1.6 
million, and approximately 1 million square feet. 
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What are your prospects for the for foreseeable future on this item? 
How much cooperation are you getting from the agencies? After all. 
we realize that you can’t throw them out if they have too much space, 
What can you ‘do other than do a little moaning and groaning and 
talking? 

Mr. Meptey. If I may add to what Mr. Schmidt has said, Mr. 
Chairman. We have only released 2% million square feet this year 
as against a target of 3 million, and in some cases not as rapidly as 
estimated. This has required an adjustment in our financing for the 
current year. 

Mr. Tuomas. W hy do you make a $1 million reduction in your 
emergency program when you only had $9.6 million. You reduced 
less than a million in your regular program, where you have $95 
million. What is the bookkeeping there? 

Mr. Meptey. On page 22 you will see at the end of 1954 we ended 
up with 98.5 square feet and we are supposed to start 1956—the 
second column on the left—with 95.5, or a net reduction of 3 million 
square feet, in this appropriation in 1955. 

Mr. Tuomas. Does this reduction come out of Government owned 
space or rented space? 

Mr. Meptey. Rented space. And instead of cutting, as Mr. 

Schmidt has said, 3 million square feet, up until now we have only 
— able to cut about two and a half million. This has strained our 
55 financing on other operations. 


RELATIONS WITH TENANT AGENCIES 


Mr. Tuomas. What is your relationship with the bureaus and 


agencies with reference to space? What can you do and what can’t 
you do in the allocation and reduction of space? 

Mr. Srroset. I can say this, we do sometimes have a hard time 
making our clients move and take new space as we think they should, 
in order for us to obtain the economies we are shooting for. 

Mr. Tuomas. In case of a sharp disagreement between your 
organization and one of the agencies you are serving, what can you 
do about it? 

Mr. Srrospev. It seems we keep on talking about it for a long time 
and sometimes we hold the short end. 

Mr. Tuomas. In other words, you have no direct authority to pick 
them up and move them out, have you, sir? 

Mr. Srroseu. That is right. 

Mr. Mansure. Could I answer the question this way: We have 
to sell another agency on reduction of space, even though we are 
supposed to have the authority. There are so many ways they can 
appeal their position or delay, that we lose maybe 2 to 3 to 5 to 6 
months before we can actually get them to move out of the space 
they are in. 

Mr. Tuomas. What agencies are you negotiating with now to 
further reduce the space requirements? Do you have any agencies 
that you are working with? 

Mr. Mansure. Yes, we do. Do you want to discuss that? 

Mr. Tuomas. Yes. Tell us about these agencies. Where are they 
located, what space do they have, what should they have and at 
what cost? 
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Mr. SrropEt. We have several moves planned. It happens, though, 
that a great many of them involve New York City because that is 
the place where we have the biggest leased space workload. We 
have been attempting for quite some time to provide adequate space 
as requested by the Internal Revenue Service. 

Mr. THomas. You are addressing yourself now to New York? 


7 
INTERNAL REVENUE SERVICE, ATLANTA, GA, 


Mr. Strospeu. That is right, New York City. There are other loca- 
tions where the same agency is involved and one in particular is 
Atlanta, Ga. We have finally found a solution to their problem down 
there, by signing a contract for a new building for Internal Revenue, 
on the basis of a straight 5-year-lease proposition. 

Mr. Toomas. How much space are you saving and how much dol- 
lars and cents? 

Mr. Strose.. It will make it possible for us to release some of the 
very poor space we have now. Moneywise I am not so sure it will 
be a saving. However, it will be a consolidation of their operation 
which was greatly needed because they can operate much more effi- 
ciently when they are consolidated as compared to the way they are 
spread out now. The consolidation is very important to them. 

Mr. Tuomas. You are talking about their Atlanta office, or where? 

Mr. Strose.. That is right. The situation in Atlanta has been 
solved and it will make it possible for us to release some space. 

Mr. Tuomas. Are they taking a reduction in square footage, or an 
increase, or what is the picture? 

Mr. SrrosBE.. No, it is about even, but they claim that they them- 
selves will be better off in this respect, that the consolidation will 
permit them to make certain yearly savings—and I[ would like to 
bring this up in this respect, that it is not always the cheapest space 
that is the best for the Government. 

Mr. Tuomas. Are you saying in so many words that by this con- 
solidation in Atlanta of the Internal Revenue Service that you are 
not saving anything on the rent bill? 

Mr. Srroseu. This doesn’t show the complete picture. 

Mr. Scumrpr. Internal Revenue Service was located in about five 
locations from which we have moved them and consolidated those 
functions in the building at 449 West Peachtree Street. They still 
have a sizable operation in a building at 7th and Peachtree. The 
building Mr. Strobel was speaking of is an eventual consolidation of 
all Internal Revenue Service activities in Atlanta. Even though we 
have made this consolidation, they are still split. 

Mr. Tuomas. We are interested in finding out what agencies, if 
any, have more space than they ought to have to efficiently operate 
in, and what are you doing or attempting to do to get them to release 
some of that unnecessary space. 

Mr. Scumript. I think most of these instances here are involved in 
utilizing space which is under lease and which became vacant by virtue 
of changes in certain activities. The space, for example, at 449 West 
Peachtree in Atlanta became vacant when the Veterans’ Administra- 
tion moved an insurance operation to Philadelphia, and by consoli- 
dating Internal Revenue in this building we have improved their 
Position in that we have taken them from about 5 locations and 
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have reduced these operations into 1. The same holds true, I believe 
in the space in New York. It is a matter of utilizing space which has 
been vacated through reductions in other activities. 

Mr. Mansure. If it would please the chairman of the committee 
I would like the Regional Director from New York, Mr. Walter Dow- 
ney, to explain the New York situation. 

Mr. Tuomas. Tell us about your situation up there, Mr. Downey 


INTERNAL REVENUE SERVICE AND COAST GUARD, NEW YORK CITY 


Mr. Downey. The situation has not been good in New York. | 
would like to give you an overall picutre of the situation generally 
and then get down to specifics. Involved in the picture was not only 
Internal Revenue but - Army engineers and the Coast Guard. 

We have a building at 346 Broadw ay, which was the building tha: 
formerly housed a VA insurance operation. It has an area of approvi- 
mately 300,000 square feet. 

With the overnight move of the VA into Philadelphia, we wer 
left with practically a vacant building with the exception of a few 
activities like Navy, Army, and Marine recruiting, and so forth 
We continued to cancel out leases in the past couple of years and put 
operations into this building. It is an old building, but in my opinion 
it is a very good building from the standpoint of Government use 
It has two wings, wide open spaces so that you have good workrooms 
and it is a lot better space than my own office. 

In our original thinking, we had a building at 80 LaFayette Street 
which was a high-cost operation building. We wanted to give up 
that lease. In that building is the Coast Guard. 

Of course, when we are talking about the utilization of space we 
must naturally consider the operation as well as the physical char- 
acteristics of the building and the location of the operation. So we 
had decided—Admiral Olsen of the Coast Guard and his staff, and 
the Internal Revenue Commissioner in New York—that the second 
district collector of internal revenue, part of whose office is in the 
customhouse, and part of whose office is at 90 Church Street—both 
federally owned buildings—could be consolidated, originally, into 90 
Church Street and that the Coast Guard would be moved from 80 
LaFayette Street down into the customhouse, where it rightfully 
belongs, or at least that part of it other than the steamboat inspection. 
And that met with the approval of all. 

But events happened which precluded that. Every time we asked 
for a floor plan from Internal Revenue we got a different floor plan 
Every time we asked to get a definitive decision, there was a change 

We finally got to the point where we had approximately 67,000 
feet of vacant space in 346 Broadway. We wished to put either 
the collector of internal revenue in the second district, which is lower 
Manhattan, into that space, or the Commissioner, himself, the 
Commissioner’s Office presently being in two er three different loca- 
tions. Those are the units that are under him. One is at 143 Liberty 
Street, which is the Aleohol Tax Unit, another is part of the appellate 
division at 253 Broadway and another part of the appellate division, 
in a location up behind the main post office at Ninth Avenue. 

Objections were raised. We were told that the Internal Revenue 
Service had received 25 letters from bankers in New York stating 
that to take that office away from the customhouse would be in- 
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convenient to the financial interests and that the office should not be 
moved. 

We gave them the alternative of moving the Commissioner into 
that space. Now, the reason we wanted to make this move was that 
the Army engineers had moved from 80 LaFayette Street to 111 East 
léth Street which had formerly been occupied by the Quartermaster 
Corps, which had moved to Philadelphia. Between that portion of 
the Air Force that stayed in New York and the Army engineers we 
filled 111 East 16th Street, which is a low rental building. 

If we could have made this move to 346 Broadway we could have 
viven up the lease on a building at 80 LaFayette Street and could have 
filled the building at 346 Broadway. 

sut the only answer we got was “The building isn’t suitable.”’ 
Well, the answer I get is from the administrative officer of the Com- 
missioner in New York or space representatives of the Treasury De- 
partment who come to New York. 

Mir. THomas. How much dollars and cents is it costing a year, the 
failure to make this move? 

Mr. Downey. At 80 LaFayette Street we — 234,000 feet of net 
usable space at an annual rental of $127,100; 5,000 feet of the space 
is now occupied by Coast Guard. 

\ir. Partuures. For what purpose? 

Mr. Downey. It is the headquarters of the Third District of the 
Coast Guard. 

Admiral Olsen doesn’t wish to move until he can move all at once 
into the customshouse where he rightfully belongs because you have 
a cost in excess of $100,000 to move communications. The whole 
communications system of the Coast Guard is in this building. We 
have had conferences with him and he is in agreement with the move 
but Internal Revenue says no and they block the move. This has 
gone on for the last year and a half or 2 years. 

Now, we want to move the Alcohol Tax Unit, which has 40,000 
square feet of space at 143 Liberty Street, and the Savings Bond 
Division and the Appellate Division and regional counsel who are at 
253 Broadway, to 80 Lafayette Street. The last three groups of 
Treasury occupy 58,000 square feet of space. They refuse to move. 
They all come under Internal Revenue. 

Mr. Tuomas. Add it up for us right quick now. How much money 
is it costing the taxpayers? 

Mr. Downey. At 346 Broadway, Congressman, I show a total of 
rent for this period of different amounts of space and time, of $20,606 
in rent, and $19,015 in operational costs, under the OE, PBS appro- 
pris ition. 

And under the EOE a total of $56,290 in rent and $41,120 in opera- 
tional costs. 

Mr. Tuomas. Is that $135,000 total? 

Mr. Meptey. Roughly $137,000. 

Mr. Tuomas. Has that matter been called to the attention of the 
Secretary of the Treasury? 

Mr. Mansure. It has been called to the attention of Under Secre- 
tary Folsom. 

Mr. Tuomas. That $137,000 wasted money, is that only for 1 year 
or has that been going on for 2 years? 
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Mr. Downey. This figure I am giving you is for 1 year. That 
isn’t all. That is only New York City. We have Albany in addition 
to that. 

Mr. Tuomas. In addition to that $137,000 wasted? 

Mr. Downey. Yes, sir. 

Mr. Tuomas. Tell us about that. 


INTERNAL REVENUE SERVICE, ALBANY, N. Y. 


Mr. Downey. At Albany we made a 5-year lease, at the request of 
Treasury, at 112 State Street, which lease has about a year to go. It 
is approximately 15,000 square feet of space. We wanted to give up 
a couple of other leases and put the FBI and an Army office into 
Government-owned space, showing a saving of $12,900 in rent under 
OE and $8,300 under EOE. 

Mr. Tuomas. What does that total now? 

Mr. Downey. That totals $21,200. 

We were put off by IRS for months. Finally a couple weeks ago, 
we were told that they would buy it. The space is only good for one 
agency because you could not subdivide it and put more than one 
agency in. 

Mr. Tuomas. The Treasury has thrown away on rent in New York 
alone about $159,000 this year? 

Mr. Downey. Yes. 

Mr. Tuomas. Have you called this to the attention of the Secretary 
of the Treasury? He 1s a very sensible, fine businessman. 

Mr. Puruuips. Could we ask what the Assistant Secretary’s reaction 
was? Was he opposed to it or did he welcome it? 

Mr. Mansure. Well, they have two arguments, Congressman 
Phillips. First, they don’t like the building. It isn’t the type that 
they should have for their use, which we do not agree with and I told 
them that. 

Mr. Puiuurps. You mean the building into which they would move? 

Mr. Mansure. Yes; and the second argument is that they will 
make a sizable saving within their own operation. We have no way 
of judging that at all ‘because we don’t know the operation. We don't 
know what saving can be made, so we grant them their position on 
that. But at the same time when we grant them the position and we 
permit them to move, we feel they should move immediately. But 
they don’t do that. 

The thing just stays on dead center and in the meantime it is 
costing us $14,000 a month, I believe, in rent. That we feel is a loss. 

Mr. Tuomas. It is a dead loss. 

What other agencies are failing to cooperate and are wasting money 
for rent besides the Treasury in the New York area? 

Mr. Downey. I know of no other, Congressman. 

Mr. Tuomas. Do you have any other agencies in any other section 
of the country outside of New York who are failing to cooperate? 


Mr. Srrospet. We have had delaying actions by the Veterans as 
well as HEW. 


VETERANS’ ADMINISTRATION, NEW YORK CITY 


Mr. Downey. Pardon me. May I interrupt. I was in error. 


There is the VA in New York. 
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Mr. Tuomas. What is the VA doing in New York? 

Mr. Downey. There is about 80,000 feet of space in their building 
that is vacant. We have constantly tried to get the VA to give us a 
commitment. They have talked of reorganization and we have con- 
stantly tried to get a commitment so we could utilize the space. 

Mr. Toomas. What is the estimate on that? 

Mr. Downey. It is a Government-owned building but it is esti- 
mated the resultant savings would be about $160,000 a year. 

Mr. Tuomas. How long has that been going on? 

Mr. Downey. That has been going on over a year. And every 
time I ask for a complete or a definitive decision, VA asks that this 
matter be postponed as they have reorganization plans. The latest 
one a few months ago was that they would like a 6 months’ extension 
of any moves in that space. I don’t want to be in the position of 
moving an agency in, whether it be my office or any other office, and 
spending money for alterations and then about 3 months later having 
VA say, “We are contracting,” and then having to take that agency 
out and put another agency in with another alteration expense. 

Mr. Tuomas. Is that the regional manager? 

Mr. Downey. No; I don’t believe the regional manager of the VA 
has anything to say about it. It is directly out of Washington. 

Mr. Toomas. What other agencies fail to cooperate with you and 
cost you money uselessly. 


RELATIONS WITH OTHER AGENCIES 


Mr. Strospet. Well, we have some very small rental arguments 
with Commerce and Small Business, amounting to a loss as far as we 
are concerned, to slightly over $8,000 this year. 

Mr. THomas. When you say Commerce and Small Business, which 
of the two? They are separate and distinct. 

a SrroBe.. I will be glad to furnish that breakdown. I don’t 
ave it. 

Mr. Tuomas. Is it Commerce or is it the Small Business Adminis- 
tration? 

Mr. Meputey. Both, Mr. Chairman. 

Mr. Mansure. What is the situation in Dallas? 

Mr. Downry. The Small Business move in Pittsburgh has been 
cleared up. They decided to move and they moved on January 1. 
We moved them into the Fulton Building, into Government-owned 
space out of leased space. 

Mr. THomas. That is Small Business, now? 

Mr. Downey. Yes, sir. 

Mr. THomas. How about your Dallas situation? 


SPACE SITUATION IN DALLAS 


Mr. Strosex. The Dallas situation with regard to HEW is still 
not settled. They want to stay in a rented building. We have 
proposed to move them into 1114 Commerce Street, a Government- 
owned building where we have a floor available for them. 

Mr. Tuomas. All the space they need? 

Mr. Srrosex. All the space they need, yes. 

Mr. Tuomas. What are they paying? 
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Mr. Mansure. $62,000 a year in their present location, in roun 
figures. 

Mr. Tuomas. How long has this Government space been availa), 

Mr. Mansure. It has been available since the first of last Augus; 

Mr. Tuomas. This past year? 

Mr. Mansure. Yes. 

Mr. Tuomas. About 6 or 7 months? 

Mr. Mansure. Yes. 

Mr. Tuomas. And they show no disposition to move? 

Mr. Stropet. They show a definite opposition to moving. 

Mr. Tuomas. What is the dollar cost, again? 

Mr. Strospet. About $60,000 per year. The rented building costs 
us at the present time $2.75 a square foot. They have talked th 
owner into giving us a reduction to $2.25 but even at that rate we fin 
it advantageous for the Government to move them into Government- 
owned space. 

Mr. THomas. What would you be saving by moving them int 
Government space? What was that figure, $60,000? 

Mr. Meptey. $60,240. 

Mr. Mansure. We do grant there will be some moving costs an 
alterations, but that will be offset very rapidly in the saving in rent 
That is all figured into our estimates. 


SPACE RELATIONS WITH VETERANS’ ADMINISTRATION 


Mr. Srrospet. Mr. Chairman, I would like to mention that th 
veterans situation finally seems to have reached a point where it | 
cleared up in this respect, that we have been informed about thi 
space or the effect on space of their reorganization. 

Mr. Tuomas. Are you talking about the New York office? 

Mr. Srrope.. That is countrywide now. According to that reor- 
vanization we should be able to save somewhat over 450,000 squai 
feet. The only thing is it has taken us a long time to get that in- 
formation and it has cost us money. 

Mr. Tuomas. When will that saving of 450,000 square feet start’ 

Mr. Srroset. | think VA is now ready to proceed with the reor- 
ganization. 

Mr. Tuomas. Does that include the 80,000 square feet in Ne 
York? 

Mr. Srrose. It includes a solution for that space. I don’t know 
whether they are going to give that up or not. I will have to look 
into the situation. 


AUTHORITY TO MOVE AGENCIES 


Mr. Evins. I want to know what authority the GSA has to move 0! 
displace Government agencies from one building to another. This 
agency was set up as an efficiency agency of the Government, ant 
Congress gave it a big job to do. 

I was impressed with the testimony earlier to the effect that in New 
York City you are renting quarters on Broadway, and also elsewher 
but that you cannot move agencies of Government into Government: 
owned buildings. 

What authority, under your statute, do you have to move on 
agency of Government into buildings which the Government owns’ 
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Mr. Exxiorr. Under Reorganization Plan No. 18 of 1950 which 
transferred to GSA various functions of operating cpriny: there was 
transferred to GSA the authority to assign and reassign space in 
Government-owned and leased buildings with cuttin exceptions. 

Exceptions are buildings which are wholly post office buildings, 
buildings on military reservations, and certain special purpose build- 
ings. But in the main GSA has the authority to assign and reassign 
space in general purpose buildings. 

The practical side of that is, I think, and Mr. Mansure and Mr. 

strobel may have been questioned about it before, how do you make 
it stick? In other words, it is all very well to say to the head of a 
department “You move out from here,” or “You move over there,”’ 
but if he says ‘I am staying here,” we are a little bit helpless. 

We have another authority, which was put in as an amendment to 
our basic legislation 2 vears ago. It is section 210 (e) of the Federal 
Property Act which says notwithstanding any authority in law, the 
Administrator, in accordance with policies prescribed by the President, 
shall assign and reassign space. 

Up to this point we have never tried to implement that. That 
section says the Administrator, in accordance with policies prescribed 
by the President. 

Mr. Mansure decided within the last 2 weeks that he would like to 
submit to the Bureau of the Budget for their consideration and 
possible submission to the President a proposed Presidential policy, 
and that Presidential policy is now being prepared by Mr. Strobel’s 
people and my people. 

Mr. Evins. In other words, you can assign or reassign Govern- 
ment-owned space to an agency, but if they refuse to move nothing 
can be done about it? 

Mr. Exuiorr. That is correct, Mr. Evins, but we are hopeful if 
we can get up the right kind of a _sigeconsiie al policy, and if it gets to 
the Bureau of the Budget and if they can sell it to the other agencies, 
if we can once get a presidential document, I think that may le nd some 
practical force to it. 

Mr. Evins. Referring to this biulding on Broadway, in New York, 
where you are paying approximately $12,000 a month, and it is 
unoccuped, how long do you propose that situation will continue, or 
is there some terminating date? Is that going to be unoccupied, and 
you are going to continue to pay that rent for how long? 

Mr. Stropen. That one building involves a whole series of moves. 
Eventually we will either fill it up or be able to release other space. 

In talking about releasing or getting rid of this lease of the building 
known as 80 Lafayette Street, our trouble in some of these big cities 
is that one agency’s move can cost us a great number of dollars and 
effect or cause many moves, and that is one reason why we end up by 
paying rent in space that is not used. That amount in total I think 
for this year will be somewhat over a half-million dollars. 

Mr. Evins. I recognize your problems and your difficulty, but it 
seems to me that some action should be taken when you have a build- 
ing that is very valuable in the city of New York, w hich is unoccupied, 
and you are paying rent elsewhere. It seems to me that some solution 
of that situation should be forthcoming. 

Mr. Mansure. May I give an example of that? 
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We have a problem right now in the moving of an agency wher 
they feel that they should be in a specific location in a Government 
building. When we put them in there we have to move seven other 
departments of the Government out of that space in order to put them 
in. 

The cost of moving them will be $67,000. 

Mr. THomas. You mean just the moving cost? 

Mr. Mansure. Yes, sir; that is the cost of moving. 

According to the law, as we interpret it, this agency I have reference 
to has the right to be in that building, but from the standpoint of 
logic we do not think that they should be there. 

Now, there is a clash of opinions which we are trying to resolve 
between the administrative staffs of the agencies, but we do think that 
GSA, in the final analysis, should have some authority in this 
connection. 

Mr. Tuomas. You are talking about the Internal Revenue Service? 

Mr. Mansure. No; this is another one. 

Now, it should be up to us, in the final analysis, to make the decision, 
We must justify the ruling that we make. If we can justify the ruling 
we need to have the authority to make the decision ; 

Mr. Tuomas. If you are going to spend $67,000 to move a half dozen 
agencies to accommodate this agency it would take a lot of money to 
handle this. 

Mr. Bouanp. Would their right to the space be paramount to that 
of the other 6 or 7 agencies? 

Mr. Mansure. As this has nothing to do with the estimates, | 
would like to talk off the record. 

(Discussion off the record.) 


INCREASED REQUEST FOR 1956 


Mr. Tuomas. Your appropriation for Operating Expenses, PBS 
shows an increase of about $3.3 million for this year over last year and 
yet you have decreased your space by 2% million feet. . 

Mr. Srrospeu. That is correct. 

Mr. Tuomas. Show us right quick why that additional cost arises 

Mr. Stropeu. The one single item that causes that increase is the 
change of pay rates as authorized by Public Law 763, 83d Congress. 

Mr. THomas. How much is it increased, $0.5 million over last year’ 

Mr. Meptey. $4,130,000 under OE, PBS. 

Mr. Srrose.. By coming into effect the first of July, it amounts to 
an average increase of $404 per person, involving some 14,000 people. 


CONSOLIDATION OF APPROPRIATIONS FOR BUILDINGS MANAGEMENT 


Mr. Tuomas. Does it serve any useful purpose to keep these two 
appropriating paragraphs separated as to your emergency operating 
expenses and your regular operating expenses? 

Mr. Meptey. Mr. Chairman, it would help us, I believe, if they 
were combined. 

Mr. Tuomas. The committee put the language in the bill this way 
in 1951 or 1952, to try to keep this thing separated, with the hope that 
the emergency program would be wound up by now but it looks like 
it will be with us permanently to some degree, doesn’t it? 
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Mr. Mepuey. Particularly if we could take the Government-owned 
space out of the emergency and put it over into the regular. If we 
kept them separate it seems to us, that the emergency item probably 
should only cover just the rented space, but it would simplify our 
operation if they were combined. 

We have a list of the space occupied by the agencies under the 
emergency item if the committee would care to have it. 


LANGUAGE PROVISION FOR REPAIR WORK 


Mr. Toomas. We have a separate paragraph setting out $20 
million for the buildings-repair program outside the District of 
Columbia. Where is your inside the District of Columbia item? 

Mr. Mepuey. That is under the Operating Expenses, PBS item, 
Mr. Chairman. I believe the appropriation language, sir, is on page 
20 at the top. 

Mr. Tuomas. I know where it is but I still say it is not in there. 
Let me read it: 

For necessary expenses of real property management and related activities as 
provided by law, repair and improvement of public buildings and grounds includ- 


ing furniture and equipment under the control of the General Services Adminis- 
tration. 


That language covers inside and outside. Yet you have separate 
language for outside. My point is, that language ought to be cor- 
rected and make it read “inside.”’ 

Mr. Mepuey. We had always interpreted this to apply only to 
repairs and improvements in the District of Columbia, and adjacent 
area. 

Mr. Tuomas. The point is unless you limit it you don’t certainly 
have to have the outside language in a separate paragraph because 
this language is broad enough to cover anything. 

Mr. Scumipt. It should be confined to the District of Columbia 
and adjacent area. 

Mr. Mepiey. The Chairman is right. We will submit a language 
correction. However, we have not used any of the funds in this item 
for repairs to Government-owned buildings outside the District of 
Columbia. 

Mr. Tuomas. In case you needed it, your language was amply 
broad to give you that authority. 

I just want to point it out to you and have you submit your own 
language change. Let’s change it or else do away with the outside 
appropriation. 

Mr. Meptey. Yes, sir. 


AIR-CONDITIONING OF BUILDINGS 


Mr. Tuomas. Has any consideration been given by Public Buildings 
to gradually improving, by air-conditioning, a lot of these properties 
which are located in various sections of the country? 

Mr. Mepiey. We submitted an estimate to the Bureau of the 
Budget with our budget submission. However, they could not see 
their way clear in the current financial condition of the Government 
to approve it. 

Mr. Tuomas. What study has Public Buildings Service given to 
this problem? Is it the thinking of GSA that this improvement is 
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needed or that it is not needed, and what is industry generally doing 
in certain sections of the country in regard to that problem? After 
all, if industry is doing or not doing it I do not see w hy the Government 
should take a different viewpoint than industry is taking. 

Mr. Mepuey. The Public Buildings Service has made a study of 
this question. 

Mr. Pures. Does this refer to all of your buildings, or only to 
certain buildings? I know last year we had a discussion about air. 
conditioning the Federal courtrooms. What is this statement at the 
bottom of page 79 of the justifications? 

Mr. Meptey. That statement on page 79 refers to 4,400 buildings 
outside the District of Columbia for which the appropriation item 
supplies the funds for normal repairs, major replacements, and im- 
provements. 

The appropriation item to which you refer, Mr. Phillips, I believe 
was for $2,900,000 for additional court facilities , and it did include 
some small amounts for air-conditioning in isolated places. 

However, the original request was reduced by the committee to 
the point when we “will not be able to do air -conditioning a 
where space to be converted into courtrooms has no outside light and 
air. I see that Mr. Strobel is here now. His folks have a map 
dividing the country into temperature zones, and I assume you want 
him to ‘speak about that map. 

Mr. Tuomas. What do you say about that, Mr. Strobel? 

Mr. Srroseu. This map [pointing], Mr. Chairman, indicates the 
three major zones the country is divided into according to effective 
design temperatures. The information shown on the map is based 
on Weather Bureau data and American Society of Heating and 
Ventilating Engineers guide charts. 

If we take heat zone A, we have a potential workload requiring 
air-conditioning amounting to $160 million. 

The second zone, zone B has a potential workload of $317 million. 

Mr. Bouanp. Is it $317 million, Mr. Strobel? 

Mr. Srrospeu. That is correct, $317 million. 

Mr. Tuomas. That is $477 million that you already have. 

Mr. Stropei. The third, zone C, is the zone that is below 80°. 
The amount there is $146 million. So, the total potential amount for 
air-conditioning of these Government-owned buildings is something 
like $625 million. It does not cover any building having less than 
10,000 square feet. 

Mr. Tuomas. In this new building program, the lease-purchase 
program, do your plans and specifications provide for air-conditioning? 

Mr. Srrospeu. That is correct. Any new building would certainly 
be designed with air-conditioning if it is in a zone calling for it. 

Mr. Tuomas. What progress have you made with the Bureau of 
the Budget on getting the program started to air-condition these 
buildings? What is the thinking of the Bureau of the Budget on th 
matter? 

Mr. Srrospev. The Bureau of the Budget did not approve a request 
which we had made for the sum of $25 million to get a start in 1956 
on this very much needed air-conditioning. The $20 million we are 
asking for repair and improvement of buildings is exclusive of alr- 
conditioning. 

Mr. Tuomas. I can recall down in my country and, of course, that 
is the section I know best, about 20 or 25 years ago we had never 





827 


heard of air-conditioning, and I do not recall anybody exactly dying 
jroma lack of it. But today a man just cannot do business in a store 
an office, or what not, if he has to cater to the public for patronage, 
unless his establishment is air-conditioned. You find that situation 
ina good many sections of the country. What about it in your see- 
tion, Mr. Phillips? 

Mr. Putuures. It is very much the same way. 

Mr. Toomas. What do you do to the New England States on this 
map? 

Mr. SrroBet. In New England there might be buildings that we 
would hesitate to air-condition. I would like to say that we certainly 
believe that air-conditioning is here to stay. We believe that what is 
ood for private business should also be good for the Government. 

As far as efficient operation is concerned and the effective use of our 

ayroll. The Government’s payroll is, after all, a tremendous 
monetary item, and if we do not use that efficiently we are not operat- 
ing efficiently. 

Mr. Tuomas. Is your map drawn according to the pattern that the 
local people are following? 

Mr. Srropev. That is correct. That is drawn according to the 
policy that is being followed by the private designing engineers, 
as far as air conditioning i is concerned, countrywide. 

\r. Tuomas. In other words, it is based on local customs in air 
conditioning? 

Mr. Srrose.. That is right. There is a tendency at the present 
time to lower temperature in areas requiring air conditioning. 


AIR CONDITIONING IN LEASED SPACE 


Mr. Evins. In your leases with private companies or in buildings 
which you occupy you have a provision for their air conditioning the 
huldings, do you not? 

Mr. StroBEL. We lease a lot of space without air conditioning and 
get air conditioning added. 

Mr. Evins. It is my understanding that in your renewal of leases 
vou have a provision for raising rentals if air conditioning is installed? 

Mr. Strobe. We have, in cases, been willing to raise the rent 
where air conditioning has been provided. 

Mr. Evins. That is, in substance, taking care of a great deal of your 
air-conditioning requirements, is it not? 

Mr. Srrope.. It would take care of some of our requirements, 
ut it would not touch our federally owned buildings. 

Mr. Evins. How about most of the buildings here in Washington? 


AIR CONDITIONING IN WASHINGTON, D. C. 


Mr. Srropet. Many buildings here in Washington are air-condi- 
tioned, but still we have a number of buildings w here we get requests 
or air conditioning. It is a countrywide tendenc y to try to over- 
come the criticism and requests for air conditioning by installing 
individual window units or small floor units. 

We are basically opposed to that. Engineeringwise it is an im- 
roper and costly ‘method of overcoming the trouble. Some day we 
Would like to do the right thing which would be to install basic air- 
conditioning systems in the buildings as a whole instead of moving 
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around with a lot of small units that give us a heavy load in regap 
to repair and maintenance. 

Mr. Evins. I thought that you were making progress in air-con- 
ditioning small buildings through renewal of your leases with private 
owners and also here in W ashington. 

Mr. Srropev. We are making progress in this respect. When we 
ask for new rented space we are including air conditioning. 

Mr. Tuomas. This figure of $625 million referred to only Govern. 
ment-owned buildings? 

Mr. Strrospe.. Yes, sir, that is correct. 

Mr. Mansure. We have had very strong complaints from the 
Department of Agriculture because their buildings i in Washington are 
not air-conditioned. Commerce is not completely air-conditioned and, 
of course, none of the temporaries are except where they have been 
reconditioned. 


Reau Estate UTILizatTIon 
Mr. Tuomas. How about this Real Estate Utilization Unit here? 
Will you insert page 37, the text on 38, 39, and the top of 40 in the 


record at this point. 
(The pages referred to follow:) 


2. Real estate utilization 





Amount 


$1, 586, 900 | 
0 | 


HIGHLIGHT 


“General-purpose space is assigned and controlled and, where necessary, space 
is acquired by lease. Increased space utilization analyses and surveys proposed 
in 1956 will cover 100 million square feet. Future Federal building projects are 
investigated. Sites acquired for future construction of Federal buildings are 
utilized and leased pending construction, real property is apparised, and real 
property management practices of Fede ral agencies are examined and improve- 
ments prescribed. Real property reported excess to the needs of Federal agenc! 
is screened for further economical Federal use.’”’ (From The Budget for 1956.) 


Summary of performance cost 


| 1954 | 1955 


(a) Space acquisition and utilization r $1, 358, 916 $1, 383, 900 | 
(1) Space utilization 920, 065 980, 000 | 
(2) Leasing . 438, 851 403, 900 | 


(6) Building programs and sites 
(1) Project investigations 


(2) Site management 96, bs 
(c) Appraisals 55, 000 55, 000 











Total cost or estimate | 1, 561, 916 | 1, 586, 900 | 











pace 
yosed 
Ss are 
; are 

real 
roves 
ncies 
056.) 


83, 900 
6, 000 
87, 900 
48, 00 
58, 000 
QO), OW 


829 


JUSTIFICATION 


(a) Space acquisition and utilization.—Strong, centrally guided but locally 
operated control is provided over acquisition, utilization, and assignment of 
space. Greater intensification of utilization control and further space consolida- 
tions will be provided in 1956 through on-site space surveys, directed toward 
more economical and efficient use of space. Government-owned properties 
reported as excess to needs of holding agencies will be utilized whenever possible 
in lieu of new acquisitions. Utilization workload will increase slightly in 1956 
for more aggressive effort to reduce rented space with corresponding decrease in 
leasing workload. 

(1) Space utilization 
1954 1955 1956 
square feet covered (in thousands) J 91, 834 | 98, 000 | 100, 000 
ett O06 canannctda+ ascii Dlaiigiatdeddiaiiaiineced Seles ice teacat annie ti $10. 02 | $10. 00 | $9. 96 


Per Wi Gea in oak So er inte cccide ; $920, 065 $980, 000 $996, 000 


For 1956 this activity is a combination of assignments and space utilization 
activities formerly separate. Accomplishment of the 1956 objectives for reduction 
of leased space financed under “Buildings management activity’ will require 
maximum utilization of space. Intensification of periodic on-site utilization 
surveys of occupied space during which actual operating conditions of occupying 
agencies are viewed, provides basis for achieving maximum space efficiency and 
economy. Estimate proposes coverage of 100 million square feet of potential 
total of 120 million which can be profitably surveyed each year. 

Utilization program also includes clearances to other agencies to lease space 
where authorized, analysis of space used as reported by Federal agencies, and the 
reuse of federally controlled properties reported excess to needs of holding agencies. 
Based on past experience, space in approximately 664 federally owned buildings, 
and in approximately 4,200 leased areas will be assigned or reassigned in 1956 to 
meet fluctuating needs of agencies in 15,000 agency locations. It is essential to 
recapture and reassign excess space promptly to realize maximum economy. 

Through GSA surveys of real-property management practices of other agencies, 
a better understanding of the Government’s real-property problems and goals is 
gained by those agencies and GSA obtains important information concerning their 
frequent program, organization, and staffing changes. GSA representatives 
acting in a liaison capacity, render effective assistance to agencies in their real- 
property management problems. 

(2) Leasing 


Leases in force ..--.---- Feit ace y 
Unit cost.........- PEE aT | $93. 18 $93. 00 


Performance. .--- . ee $438, 851 


$403, 900 


The reduction of 131 leases in 1956 is due to estimated lease terminations under 
the 1955 program of leased space reductions. In addition to advertising and 
hegotiating for rental of commercial space, and renewal and extension of leases, 
this funetion also includes modifying and canceling leases in whole or part, and 
handling of restoration settlements. Frequently, work involved in terminating 
4 lease and providing restoration is greater than negotiating a new lease. In 
addition to various operations relating to leasing of general purpose space, services 
will also be rendered to other agencies in connection with leasing of space for 
special purposes. 

Savings to the Government.—In keeping with President’s economy drive, $5.2 
nillion savings were achieved as a result of functions financed by this subactivit v 
through better utilization of space during 1954. Intangible savings include 
!) holding the line in the face of demands from agencies for additional space, 
2) better space planning, thereby improving the utilization factor in spite of 
ageney reorganizations and retrenchment; (3) elimination of competition between 
agencies for leased space, and (4) increased uniformity in leasing practices within 
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Government. As a result of surveys of real property management practices of 
other agencies and assistance rendered agencies, recommendations are continual, 
being made which promote more efficient utilization, or disposal of real property. 
and save manpower by eliminating time-consuming and costly procedures. 

(b) Building programs and sites.—Space needs of agencies are gathered, ang. 
lyzed, and forecast for programing future building construction. Sites acquired 
for such purpose are managed pending construction. 


(1) Project investigations 











Performance cost (not susceptible to work unit) 





Data with respect to cost and eligibility of building projects for future cop. 
struction are gathered, studied, determined, and reported biennially to Congress 
as required by section 409 of Public Law 105, approved June 16, 1949. 


(2) Site management 


| 1954 | 1955 | 
—_'|—_ 


Site actions processed 1,215 1, 139 1, 130 
TE MINN ins iiss cae eit gedeemen anna ouamaianaantabey aamaeaee $79. 02 $79. 02 $79, 2 
Performance cost $96, 000 $90, 000 $90, (XK 





A site action processed includes screening to obtain best possible use for 
undeveloped properties acquired for future building construction, and outleasing 
where there is no immediate Federal need. Work unit also includes granting 
of licenses and permits on 4,100 Federal building properties and 308 undeveloped 
properties comprising more than 600 parcels of land. 

Undeveloped building sites are carefully studied for potential Federal utiliza- 
tion or disposal. Rents collected from outleasing undeveloped sites in 1954 
exceeded $500,000. In addition, substantial rental costs were avoided by use 
for Federal purposes of sites not outleased. 

(c) Appraisals —Appraisals are made of properties under jurisdiction of GSA 
or under consideration for acquisition or disposal by Government through GSA 
Properties include building construction sites, industrial plants, office buildings 
warehouse facilities, unimproved land, military posts, camps and stations, rights- 
of-way easements, etc. This program will continue in 1956 at the same level as 
for 1954 and 1955. 





Performance cost (not susceptible to work unit) 


Mr. Tuomas. Give us a quick breakdown on that $1,586,900 this 
year as against the same figure last year. Is it worth the money?’ 

Mr. Srrawser. There is no change from 1955 to 1956. 

Mr. Tuomas. I know. I want to know if it is worth the money 
ere? 

Mr. SrrawseEr. Yes, sir. This involves the activity of leasing 
space for Federal agencies, and also the policing of our space to insure 
efficient and economic utilization. 

Mr. Tuomas. This is part of your brain trusters’ unit; isn’t it? 

Mr. Srroset. It is the policing of the space to see that the space 
is properly used and that no space is standing empty. 

Mr. Tuomas. Has this group been working on Internal Revenue 
Service and HEW? 
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Mr. Srrose.. They certainly have. 

Mr. Tuomas. Have they earned that $1,586,900 this year? 

Mr. StroseEt. Oh, yes; they have. 

Mr. Toomas. Where? 

Mr. Stropet. They have earned it in this respect, in that they 
have pointed out better utilization. 

Mr. TuHomas. That pointing out doesn’t get the job done. It is 
the reduction in rents. That is the test. 

Mr. Srropev. If we hadn’t had this staff policing space we would 
not have been able to live within our buildings management budget. 

Mr. Tuomas. Well, that is a conclusion. Does it logically follow? 

Mr. Mepbuey. Yes, sir. On page 38 there is a chart showing that 
the tangible savings of this group for fiscal year 1954, was $5.2 million. 

Mr. Puruurps. I don’t have that chart figured out yet. 

Mr. THomas. Well, that is a nice looking chart there. The man’s 
right on that telephone. 


NATIONAL INDUSTRIAL RESERVE 


You’d better tell us about your national industrial reserve. 
Mr. Reporter, put pages 42 and 43 in the record. 
(The pages referred to follow:) 


8. National industrial reserve 
Average employment 


Departmental | Field Total 


—30 —30 


115 128 


145 | 158 
| 


HIGHLIGHT 


“In cooperation with the defense agencies, a reserve of Government-owned in- 
dustrial plants, machine tools, and equipment is maintained. The estimate for 
1956 provides for protection and maintenance on 7 plants and 8,309 tons of ma- 
chine tools. The increase of $485,900 for 1956 is due largely to special mainte- 
nance requirements at a magnesium plant added in that year.”’ (From the Budget 
for 1956.) 

Rentals and other receipts from leased facilities and machine tools totaled ap- 
proximately $4,039,387 in 1954. It is estimated that rentals and other receipts 
will total approximately $1,660,000 in 1955 and $1,038,000 in 1956. The above 
figures reflect fixed minimum rentals only. Anticipated variable rental payments 
will materially increase these amounts. 


Summary of performance cost 


1954 1955 | 1956 


(2) Protection and maintenance $1, 837, 140 $544, 100 | $987, 200 
(}) Machine tools and equipment 241, 432 320, 000 | 362, 800 


Total cost or estimate 2, 078, 572 | 864, 100 | 1, 350, 000 
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JUSTIFICATION 


(a) Protection and maintenance.—This function entails the performance of 
standby maintenance, protection, safeguarding, and utilization through leasing 
or other disposition of facilities in the reserve, including administration of leases 
and term sales. 





1955 1956 





Work unit (residual acquisition cost) - _- Sedna aeasi $232, 186, 000 $47, 858,000 | $60, 117, 00 
Unit cost (percentage) amie ‘ 0. 791 1. 137 1, 642 


SR ORE oon ccnp aasanntenmabeabeunnadpaaes $1, 837, 140 | 


$544, 100 | $987, 200 


The 1956 estimate provides for protection and maintenance of 7 properties 
for 84 plant months, compared to 7 in 1955 for 76 plant months. The increase 
in workload for 1956 is occasioned by the return to the reserve of 2 plants pre- 
viously on lease and permit and the elimination of 2 plants with the lower average 
cost scheduled for withdrawal from the reserve by the Department of Defense 
for disposal. 

Increase in unit cost for 1955 is caused by transfer to Department of Defense 
late in 1954 of several high-value plants on which costs were relatively low in 
amount and percentage. The higher unit cost for 1956 is due to adding the 
Dow magnesium plant, Velasco, Tex., to the 1956 workload. The unit cost for 
this one facility is 2.31 percent because of the exposed nature of all piping, tanks, 
and other metal construction and the deteriorating effect of climate and chemical 
fumes from adjoining plants on metal surfaces. Performance cost for 1956 has 
been calculated on an individual plant basis and in no instance do costs for 1956 
exceed those for 1955, despite $13,200 increase in wages due to conversion of 
CPC schedules to wage-board rates. 

(b) Machine tools and equipment.—-This function entails (1) maintenance of 
a reserve of machine tools and industrial equipment, including transportation 
to storage locations, receiving, dismantling, processing, preserving, warehousing 
and preparation for shipment, and (2) leasing of tools and equipment to con- 
tractors engaged in defense work. 


1954 | 1955 | 1956 


| 
Work unit (average tonnage) - aint . 6, 625 7, 009 8, 309 
Unit cost - - ‘ : huie asetedelins $36. 44 $45. 65 | $43. 66 


Performance cost . $241, 432 | $320, 000 | $362, 800 


Increase in work units for 1956 is based on estimates by Department of Defense 
that 1,500 tons of tools will be received into warehouses, whereas only 200 tons 
will be withdrawn. This increase is attributed to (1) cutbacks in defense pro- 
duction, releasing Government-owned tools currently being leased for return to 
storage, and (2) excess Government-owned tools selected by Secretary of Defense 
for inclusion in the reserve. 

Increase in unit cost for 1955 is occasioned by (1) the requirement to pa) 
inbound freight in 1955 on an estimated 860 tons of tools at an average of $50 
per ton, and (2) a net increase of 11 in average employment to man a new storage 
warehouse which has been opened in the Midwest. 

The lower unit cost for 1956, despite $8,800 wage increase for conversion 0! 
CPC to wage board rates, is brought about by a decline in outshipments of tools 
from warehouses, due to (1) curtailment of defense production, and (2) completion 
of a screening program by the Office of Secretary of Defense to dispose of selected 
classes of tools. 


Mr. Tuomas. You reduce your employment from 158 to 128 this 
year. There is a total cost of $1,350,000 against $864,100 for last year. 

Mr. Meptey. Mr. Chairman, you will recall that the Administrator 
offered a voluntary reduction of $169,000 in his opening statement on 
this activity. 

Mr. Tuomas. That brings it down to what figure? 
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Mr. Mepuey. $1,181,000. 

Mr. THomas. You have 13,000 additional tons of machine tools 
and what else do you have? How many properties are in the program 
now, 7 or 8? 

Mr. Prnktey. We will have only 8,309 tons of machine tools i 
the reserve. There are 9 plants for protection and maintenance. 

Mr. THomas. What is the status of those properties and how long 
have you had them now. Give us a list of them. What are they? 
Where are they located? 

Mr. Pinxuey. I have two lists; one of the plants that are under 
lease and the other of those for protection and maintenance. 

Mr. Tuomas. How many are those leased properties? 

Mr. Pinktey. There are 12 leased and as of this time they 
bringing in $2,226,000 a vear 

Mr. THomas. What is your jurisdiction over those properties that 
are leased? 

Mr. Pinkirey. They are leased subject to the national security 
clause, and we have full jurisdiction to require compliance with those 
provisions, and also to require full maintenance. 

Mr. Tuomas. What do you do to justify this personnel load? 

Mr. Pinkuey. The major portion of the personnel are custodial 
employees engaged in protective maintenance of plants. 

Mr. Tuomas. Does the receipts go directly to the Treasury‘ 

Mr. Pinkiey. Receipts go through our regional offices to the 
Treasury. 

We have 13 people in the central office on that and the machine- 
tool program. 

Mr. Tuomas. How many do vou have in the field? 

Mr. Pinkuiey. A total of 198 average employment for 1956 under 
the revised program. 

Mr. THomas. 198? 

Mr. Pinkuiey. Those are custodial people in the plants, on the 
protection and maintenance program. 

Mr. THomas. they are not all charged to your account here, 
though, are they? 

Mr. Prnktey. They would be charged to the funds that we are 
requesting under the revised program. 

Mr. Tuomas. Your justification showed for 1955 you had 145 i 
the field and you are going to reduce it by 30, making a total of 15 ) 
lor 1956 and not 198. 

Mr. Pinktey. The revision previously mentioned increases the 
field requirements of 115 to 198 on both machine tools and plants. 

he revised overall total of 211 includes 54 for the machine-tool 
program and 157 for the program for protection and maintenance of 
plants, 

Mr. THomas. What page is that now? 

Mr. Pinkiey. That is on the revised submission. 


are 


MACHINE-TOOL WAREHOUSES 


. THomas. Where are your machine tools located? 
. Pages. We have two locations. One at Burlington, N. J., 
rhich j is the major location, and one that bas just been opened out 
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The object there is to try to save on freight on shipments from the 
West and Middle West. 

Mr. Tuomas. Where are you getting these tools from? 

Mr. Pinxutey. They come from three sources: Those which are 
selected by the Secretary of Defense from his departmental reserve— 

Mr. THomas. What is your total tonnage of tools now? 

Mr. Pinxutey. We have as of right now about 7,000 tons. 

Mr. Tuomas. How much does the armed services still have? 

Mr. Pinxtey. I don’t know it in tonnage. They have about 45,000 
tools—tremendous quantities of tools. 

Mr. Tuomas. They have far more than you have? 

Mr. Pink ey. Yes. 

Mr. Tuomas. What is the occasion when they turn over any of these 
tools to you? 

Mr. Pinxtey. The tools that make up the bulk of this are tools 
that were selected out of plants that were not under jurisdiction of the 
armed services, by the old JANMAT program and tools that the 
Secretary of Defense indicated were necessary to retain for defense, 
They were transferred to the national industrial equipment reserve 
under Public Law 883. 

During the Korean situation a great many tools that were leased 
out of this reserve to the various industries—defense supporting in- 
dustries, largely. Those leases are expiring and the tools are now 
coming back into storage. 


LOCATION OF NATIONAL INDUSTRIAL RESERVE PLANTS 


Mr. Tuomas. What are those nine plants and where are they lo- 
cated? 

Mr. Prinkxtey. The air reduction sales plant at Gloucester, N. J. 

Mr. Tuomas. How big is that? 

Mr. Pinxktey. That is a small plant. 

Mr. Tuomas. What is the value? 

Mr. Pinkuey. $228,000. 

Mr. Tuomas. Go ahead. 

Mr. PINKLEY y. Amco magnesium plant in New York, a $7,361,000 
plant for the reduction of | primary magnesium ; Benjamin Franklin 
graphite plant, which has an acquisition cost of $854,000, at Chester 
Springs, Pa.; the diamond magnesium plant at Painesville, Ohio, with 
an acquisition cost of $15,830,000 

Mr. THomas. How much money are you spending on that plant? 

Mr. Pinx.try. Approximately $144,000 a year. 

Mr. Toomas. How many people do you have in the Washingtol 
office devoting time to that plant? 

Mr. Pinxuey. The plants are not assigned to any central office indi- 
viduals exclusively. We have a few engineers who work on all of the 
plants and all of the operations. 

Mr. Tuomas. What are the engineers doing? What do you need 
with an engineer? 

Mr. Pinxutey. These are industrial plants. For instance this dia- 
mond magnesium plant just completed a full 2 years’ operation. It 
was necessary to put that plant back into mothballs so the depreci 
tion would not be too rapid. The engineers lay out the specifications 
and program for that type of work. They supervise the protection 
and maintenance. 
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Mr. THomas. What do you do when you put a plant into mothballs? 
I have been in a good many of these laid-up plants. 

Mr. Prnxuey. We first clean out the residues from the operations, 
take the equipment apart and clean it. If there are bright surfaces 
we apply preservatives. If there is corrosion we clean it and give it a 
coat of red lead or a prime coat of paint to reduce corrosion. We do 
no painting or any embellishment for sake of appearance. 


MAGNESIUM PLANT AT VALESCO, TEX. 


Mr. Tuomas. What about your big magnesium plants? 

Mr. Pinxuey. There is the Dow plant in Texas, the largest magne- 
sium plant in the world. 

Mr. Toomas. What is the capital investment in that plant? 

Mr. Pinker. $26,500,000. It has a recent appraised evaluation 
of $15,588,000. It is 12 years old. 

Mr. Tuomas. It has been in operation all this time? 

Mr. Prnxuey. It has been in operation since April 1951, approxi- 
magely 47 months. It produced about 270 million pounds of 

Mr. TuHomas. When did you take it back? 

Mr. Prnxiey. We have not taken it back. We expected to take it 
back because we had an offer by Dow to purchase it, but Justice said 
we could not sell it to Dow. 

Mr. Toomas. Why? 

Mr. Prnxuey. They said to sell it to Dow would maintain a situa- 
tion inconsistent with antitrust laws. 

Mr. Tuomas. Were you offered a fair value? 

Mr. Prnxiry. We thought it was a fair value. We were offered 
$13,500,000 with $9 million cash. 

Mr. THomas. What will it cost to keep this plant in standby 
condition? 

Mr. Pinxiey. Dow has now leased the plant for 3 years, up until 
January 31, 1958. The income from that is approximately $1,100,000 
avear, at the present rate of production. The operation is on about 
a 73-percent basis. 

Mr. Tuomas. It is not against the law to lease it to them and let 
them operate it, but it is against the law to sell it to them? 

Mr. Pinkuey. Yes. 

Mr. Mansure. Mr. Chairman, I would like to inject right there 
that we felt the sale to Dow was a very logical one, because the 
facilities, particularly the utilities, are so intermeshed that an outside 
company cannot buy the property and operate it successfully. So 
we have explored the entire market for another company to come in 
and buy the property and we have been turned down by practically 
everyone who could carry on an operation of that kind. 

Roc Tuomas. What is the basis of the Attorney General’s opinion, 
then? 

Mr. Mansure. Max, will you give it the legal phraseology? 

Mr. Etuiorr. Dow has almost a nonopolistic position in mag- 
hesium, in that this is the one big economical plant that is outside of 
Dow's direct control and to put it under Dow would freeze the posi- 
tion. I say economical because it does produce economically but as 
Mr. Mansure brought out, because of the scrambled nature of the 
whole operation, the access to the sea water and the utilities and so 


evecare ecu we Soft MIME 


ee 


—— 468 & See eee es « 





836 


on, it would be impractical for anybody else to go in there. Thp 
basis of the position of the Justice Department was that a sale to Dow 
would tend to freeze and make static the present position of Dow jy 
the industry. 

Mr. Tuomas. Letting them lease and operate it doesn’t tend to 
freeze it? ; 

Mr. Exxiorr. Well, I don’t think Justice is necessarily—I don’ 
want to argue their brief but I don’t think they are necessarily _ 
meee They didn’t object to a lease on a limited term of 

‘ars because of the need for magnesium during the Korean eme rgency 
aid. as Mr. Pinkley said, the lease still has several years to run 
under a renewal option. 

We have never put up to Justice—and I don’t think they have ever 
given us an official answer—as to what their position would be on 
a long-term lease, let’s say, 20 years. 

Mr. Mansure. We feel very strongly as these leases are extended 
the value of the property depreciates so the Government will finally 
end up with a piece of property that nobody will buy at any price 
It then becomes scrap. We feel that if we could have sold it at what 
is considered a fair and reasonable price now, the Government would 
be in a much better position, and we would be taking the Government, 
again, out of private industry, which we are trying to do. 


MACHINE TOOLS 


Mr. Puriuires. What is your present inventory of machine tools 
and what condition are they in, both in the matter of actual physical 
condition and in design? Are you holding onto a lot of junk? 


Mr. Pinkxtey. No. We have just completed a screening, together 
with the Department of Defense, and we have declared about 1,500 
tons of tools excess. Those are being disposed of with the permission 
of the Secretary of Defense. We do that screening every 6 months 
The Air Force and the Army people are now getting ready to start 
the screening of other equipment. 

Mr. Puiturrs. What I am principally concerned about is, if wi 
get caught in an argument with any of our friendly cooperative 
nations, you cannot produce a tool overnight and a nation could 
stand or fall on having or not having machine tools available when 
necessary. 

Mr. Pinkiey. We are concerned along that line and also - 
obsolescence. Even though a tool may be new, if it is obsolete, i 
not of much use. 

Mr. Puiturrs. That is right. Do you replace those that are 
disposed of? 

Mr. Prnkuey. No, sir. The Secretary of Defense picks up these 
added tools from the industry. 

Mr. Puitures. You have no authority at all? 

Mr. Prnxunry. No. 

Mr. Mansure. But you do not buy new tools? 

Mr. Pinxuery. No. 

Mr. Putmuures. When the Secretary of Defense gives you more 
tools is he apt to give you obsolete stocks? 

Mr. Prvxiey. He is declaring excess the tools that are either 
ncaa or are badly worn and do not have the tolerances they should 
lave. 
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Surp tus Property Disposau 


Mr. Tuomas. Will the reporter insert pages 46 and 47 in the record 
at this point. 
(The pages referred to follow:) 


4. Surplus property disposal 





| Average employment 
Amount |——___-. ---— --— --~—- 2 
| Department | Field Total 
$555, 300 
+156, 300 


711, 600 


HIGHLIGHT 


‘Real property declared surplus to the needs of Federal agencies is sold, leaseds 
exchanged, or otherwise disposed of. It is estimated that $49.2 million will be 
paid into the Treasury from this activity in 1956.”” (From the budget for 1956.) 

Increasing emphasis on disposal of Government’s surplus real property expected 
to accelerate reports of excess. In order to cope with substantially increased 
workload Public Law 760, approved August 31, 1954, authorizes utilization of 
private appraisers, auctioneers, and brokers to augment the comparatively small 
staff maintained by GSA. 

Declared value of real property to be handled anticipated to increase from 
$420.7 million in 1955 to $540 million in 1956. Combined dispositions by GSA 
and brokers are anticipated to increase from $206.2 million in 1955 to $330 million 
in 1956. 

1955 1956 


Performance cost 3, 247 | $555, 300 $711, 600 





JUSTIFICATION 


Property disposal.—Surplus real property is classified, appraised, and disposed 
of pending which it is leased out or protected and maintained. Properties in 
inventory are inspected and mortgaged properties are serviced. Sales efforts by 
private brokers and auctioneers are supervised by GSA, 





: | 
1954 1955 1956 


Workload: Inventory handled: | 
Locations 501 | 582 | 750 
Declared value (millions) $322.7| $420.7 | $540. 0 
Unit cost (percent of declared value) : . 0. 1538 | 0. 1320 | 0. 1318 


$711, 600 


Inventory changes: Millions 
Beginning $207.6 
Additions (declarations, repossessions, etc.) -..-.....------ 115.1 
Reductions (disposals, withdrawals, etc.): 

By GSA ; | — 86. ( —129.! 
By use of brokers, etc a ; —120. : —200. 


Millions | Méillions 
$235. 3 | $214. : 
5 


Performance cost $496, 247 | $555, 300 | 
| | 
185. 4 | 325. ! 


ta io ks cokes e aed gaeceranadacanmaseel 235. ¢ 214.5 210.0 


A sharp increase in this program is expected in 1956 as result of (1) intensified 
excess real property program conducted jointly by Bureau of the Budget and 
GSA; (2) excess and surplus property uncovered through inventorying of federally 
owned property conducted by GSA; and (3) other emphasis on return of unneeded 
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property to private ownership, such as congressional, Hoover Commission, and 
State, and local interests. 

Estimate for 1956 contemplates properties at 750 locations with declared value 
of $540 million will be handled through disposal channels or under protection and 
maintenance pending disposal. 


Surplus properties, widely dispersed, must be inspected to determine condi- 
tion and value before offering for sale or lease. Negotiations with prospective 
purchasers and lessees are necessary before satisfactory contracts can be secured, 

Maximum use of brokers and auctioneers familiar with local markets will ma- 
terially assist in expediting sales, particularly industrial plants and other proper- 
ties located away from headquarters cities of GSA’s regional sales staffs. Sales 
by brokers are expected to reduce the inventory of surplus property by $120.2 
million in 1955 and $200.5 million in 1956. Fees and related costs are payable 
out of proceeds of dispositions and are scheduled under the head ‘‘Expenses, dis- 
posal of surplus real and related personal property,” schedules for which are 
shown on page 265 of the budget and included following the justification of this 
activity. 

Administration of the overall program including activities of brokers, etc., 
protection and maintenance pending disposal, and direct negotiations with pros- 
pective purchasers and lessees on property not assigned to brokers, are provided 
out of this appropriation. Disposals handled directly by GSA are expected to 
increase from $86 million in 1955 to $129.5 million in 1956. Increase in direct 
workload is 50.6 percent compared to 28.1 percent increase in performance costs, 
including protection and maintenance and overall supervision. 


Mr. Tuomas. What about this program? You want 75 people? 

Mr. Pryron. Mr. Chairman, we are asking for 75 people for the 
central office and the 10 regional offices during 1956. We have been 
working for a year in close cooperation with the Bureau of the Budget 
in establishing for the first time in 20 years an up-to-date inventory 
of all federally owned real estate. A year ago—— 

Mr. Tuomas. You have about 58 employees now in this program 
and as well as I remember, the Bureau of the Budget got about 
$55,000 for this study. 

Tell us what you are doing. 

Mr. Pryron. A year ago, “Mr. Mansure and Mr. Dodge, who was 
then the Director of the Bureau, sent a joint letter to all major prop- 
erty holding agencies of the Government, urging them to review their 
inventories and declare excess those properties ‘for which as a result 
of their review, they had no foreseeable need. The purpose of this 
letter was to initiate a governmentwide program to bring needed 
revenues into the Treasury and get properties back on local tax rolls. 

Since that time, we have continued to work with the Bureau in 
making a very close and critical examination of these Federal prop- 
erty holdings. The Bureau itself has directed its attention to finding 
excess property in the various agencies. 

Mr. Tuomas. Well, here is the only thing that I can see that you 
can put your teeth into at all: 

Estimate for 1956 contemplates properties at 750 locations with declared value 
of $540 million which will be handled through disposal channels or under pro- 
tection and maintenance, pending disposal. 

Just what is this Division doing now? 

Mr. Pryton. Well, our job, of course, Mr. Chairman, is to get 
excess properties from the holding agencies, screen them for Federal 
utilization and if no other Federal need is found, sell them, so the 
proceeds may go into the Treasury and the properties back on the 
local tax rolls. 

Mr. Tuomas. That is the routine? What is the pattern that is being 
followed? The Bureau of the Budget has some funds to make a study 
of this and they are studying it. 





839 


Mr. Peyton. That is right. 

Mr. Tuomas. Now, does the Bureau of the Budget more or less 
urge X agency to declare surplus a given piece of real estate? 

Mr. Peyton. That is right. 

Mr. THomas. And you can’t do a thing on earth until that agency 
declares it surplus? 

Mr. Peyton. That is not quite right, sir. 

Mr. Tuomas. Do you have any authority to do any more than 
urge them? 

Mr. Peyton. We do not have the authority to direct them to declare 
it, but we have and will continue to report situations to higher author- 
ity when we feel justified in doing so. 

\ir. Tuomas. Certainly you don’t urge them because you don’t 
know whether it is fit for their needs to hold this property or not, 
so Where do you come in? 

Mr. Peyton. Well, we do come in, at that stage, Mr. Chairman. 
If as a result of our analyses we find agencies holding property that is 
not being used and is vacant we have good justification for asking them 
to demonstrate their need for it. 

Mr. Toomas. Do you have any substantive law that gives you any 
authority under those circumstances—and if so, I wish you would 
read it into the record. If you don’t have it, I wish you did have it, 
but the question is, do you have it? 

Mr. Mansure. We do not have it. 

Mr. Exurorr. We have no authority. 

Mr. Tuomas. How many pieces of property have been turned over 
to you in the last calendar year? 

Mr. Mansurg. While they are looking that up could I explain 
this: The Bureau of the Budget and GSA’s joint operation can best 
be summed up—compare it to operating a butcher shop, a meat market, 
It has all the equipment, display fixtures, and everything, and we 
haven’t all the meat in it to sell that we should have. We have to 
shake this excess property loose from these holding agencies. The 
principal agencies are the Department of Defense and probably 
Veterans and so forth. Until we can get the excess property away 
from them we cannot dispose of it. 

Now, this group that the Bureau of the Budget has set up are 
going in with us and trying to locate these properties that are not 
being used and get them declared excess so that we can then dispose 
of them. 

NUMBER OF PROPERTIES DISPOSED 


Mr. Toomas. How many properties did you receive in the calendar 
year 1954 to justify having 58 people on the payroll during that time? 

Mr. Pryron. We have the number by fiscal year. During the 
entire fiscal year 1954 we declared 217 new properties surplus. For 
the first 6 months of fiscal year 1955 alone we have received 232 new 
properties from holding agencies. 

Mr. Tuomas. In that fiscal year where you got 232 

Mr. Pryton. Mr. Chairman, we received 232 new properties 
reported excess by holding agencies during the 6-month period June 
30 through December 31, 1954. 

Mr. THomas. How many of those have you disposed of? 

Mr. Pryron. I don’t have the transactions by numbers, Mr. 
Chairman. There are frequently many individual sales made in 
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connection with the disposal of one installation which is what we 
are describing as a property or a declaration of surplus. There are 
frequently residuals unsold. We have disposed of by sale, property 
with an acquisition cost of $16,577,000 during this 6 months. We 
also have disposed to State and local governments through special 
laws, properties with an acquisition cost “of $4,648,000. 

Mr. Tuomas. Well, that is a giveaway proposition and you didn’t 
get any money on that, did you? 

Mr. Peyton. Yes; we obtained some revenue. 

Mr. Tuomas. How much? 

Mr. Peyton. For park and recreational purposes, and so on, we 
received a total of $92,000. 

Mr. Tuomas. $92,000? 

Mr. Peyton. Yes, sir. We also assigned property with an acquisi- 
tion cost of $11,953,000, to the Department of Health, Education, 
and Welfare, for disposal to State and local governments and to 
nonprofit institutions. 

Mr. Tuomas. Listen here. You are going broke pretty fast if my 
arithmetic is correct. You take in $92,000 and you spend $555,000 
to get the $92,000. You remind me of my friend in the shoe business 
He lost a dollar on every pair of shoes he sold and the way he made 
his money was that he sold so many of them. 

Mr. Peyton. Mr. Chairman, the $92,000 came from the sale of 1 
properties sold in a 6-month period under special laws. The $550 000 
is the total performance cost for fiscal 1955 to cover all expenses of 
selling property having an estimated recovery value of $82 million 
The C ongress has passed these special giveaway laws which authorize 
the transfer of property for certain public purposes without any 
monetary payment whatsoever. In Public Law 616, 80th Congress 
it is fixed at 50 percent of fair market value for parks and recreation. 
We have no control over the proceeds that we get from these sales. 
They are fixed by law. That also is true in sales for health and 
education purposes. The work done by our unit is just as great and 
in some cases a great deal more difficult than making outright com- 
mercial sales. 

Mr. Tuomas. Is any money spent on maintenance and upkeep 
of these properties you have taken over? What is the nature of them? 
Raw land, vacant land, buildings, or what? 

Mr. Peyton. It covers about every category of property: Vacant 
land, hospitals, industrial plants, oil leases, mineral rights, lighthouses, 
Army camps, airfields, warehouses, and post office sites. About 
every type the Government has had a need for at one time or another, 
or has obtained at sheriff’s sale in payment of debt. 

Mr. Mansure. I would like to have these figures put in the record. 
The amounts of money we have turned over to the Treasury from 
surplus property is as follows. You give these figures, Mr. Medley. 

Mr. Mepuey. Yes, sir. 1954, actual cash covered into Treasury 
receipts account No. 3180, was $39,688,649. 

The estimate for 1955 is $34,620,000 and the estimate for 1956 is 
$49,200.000. Cost of this activity will only be 1.4 percent of receipts. 

Mr. Tuomas. You know the country generally wants the Govern- 
ment to divest itself of unnecessary and “unused real estate holdings. 
In your justification you don’t spell out one single piece of property 
location. Why not for the record here, insert the description of some 
of these properties and what has been done with them. 
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Mr. Peyron. I have it right here, Mr. Chairman, and I will give 
it to you. 

Mr. Tuomas. It doesn’t do us any good over there, does it? 

Mr. Peyton. No, sir. 

(The information requested follows:) 


Excess AND SURPLUS REAL PROPERTY AND RELATED PERSONAL PROPERTY, 
JuLy 1, 1954—DerceMBER 31, 1954 


Summary analysis of inventory change 


Acquisition 
EXCESS PROPERTY cost 
(thousands) 
Inventory June 30, 1954__-__-- 2 $63, 527 
Increases this period: 
Exeess reported _ - —_ _- : 52. 840 
Recalled from surplus for agency use___ 37. 775 


WORE satin. 


Decreases this period: 
Surplus determinations for GSA disposal 
Surplus determinations for holding agency disposal _ - 
Transfers to Federal agencies 3 
Withdrawals by holding agencies _ - 


Inventory Dec. 31, 1954 
SURPLUS PROPERTY 


Total inventory June 30, 1954 

Increases this period: 
Surplus determinations for GSA disposal 
tecalled from assignments and delegations___- 


ENUM Mc es es ca pa hes ae ces 


Decreases this period: 
Disposal by sale_ san ; Katee 
Other disposals under special laws_ - ; 
Assignments to Department of Health, Education, and Welfare. _ - 
Delegations of disposal authority - Ponts zs 
Recalled from surplus for agency use___ 
Corrections previous surplus- ----- 


76, 417 
Inventory Dec. 31, 1954__- : : 82, 962 


Inventory Dee. 31, 1954: 
On lease ; 103, 877 
79, O85 


182, 962 
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Excess and surplus real property and related personal property, activity record 


GSA control No. 


July 1-Dec. 31, 1954 
EXCESS REPORTED 
(Acquisition cost over $100,000) 


Property 





D-Mass-78 
D-Mass-456_ -- 
T-Mass-458 - - - 
D-N Y-445A.- 
N-N Y-453 
J-N Y-455 
B-N Y-457__. 
T-N Y-459__- 
G-Pa-442_. 


N- Mad- 420_- 
N-Fla-439_ 
G-Miss-415__-- 
D-Miss-417 
D-Ky-414C - 
B-Ky-423B ___-_-- 
G-Mich-422__- 
D-Ohio-449_ _ _ - 
V-Ia-406 
I-Neb-405-D 
I-Neb-430___- -- 
I-N D-412_-__.-- 
V-Ark-419____- 


V-Ark-421__..._____- 


D-Okla-414_ 


D-Tex-479_ -- 
D-Tex-485 _ - 
D-Tex-491 _ _ __- 
G-N M-409-B - - 
B-NM-415 
B-NM-419 
B-N M-420_- 


B-NM-420-A..._..-|. 


D-NM-423. 


D-NM—004__......... 


F-Cal-470-A - -- 
G-Cal-496_ 
B-Cal498 


D-Cal-499__ 


Dn-A .. 


N-Cal-501- 
D-Cal-503-A 
D-Cal-510_. 


I-Wash-401-D....... 


G-W ash—-469-A-. 


D-Wash-476....__- 





Bi __| Salt Wells _ plant, Inyokern---- 
B-Cal-498-—A __.--- 


Fort Andrews Military Reservation, Boston Harbor 


a Warren, Georges Island, Boston Harbor............---.-------- 


Coast Guard Annex, Chelsea 
Fort Terry power station, Plum Island 
Naval Radio Station, Sayville 
Ellis Island, New York Harbor 
Knolls Atomic Power Laboratory, Schenectady 
Brooklyn Annex Supply Center, Brooklyn__-_-__- 
Post office and courthouse (old), Pittsburgh -___- 
Victory Bldg., Pittsburgh_- ieee ata 
Naval Training Center (part), Bainbridge 


.| Naval Air Station outlying fields, Pensacola__-_--__- 
| Ship Island Quarantine Station, Gulf 


Grenada Dam housing project, Grenada 
AFB, Fort Campbell-.- -- 

AEC Bldg., Kevil 

Timken- Detroit Axle Co., 


| Repair Station, Fernbs unk. . 
.| VA hospital, Clinton_- 


Trenton Dam housing project, t, Hitchcock C ounty 
Housing project, Arapahoe ‘ 


M4 — Gasification Pl: int, Grand Gords. 


Camp J. T. Robinson, Little Rock 
Narrows Dam housing project, Murfreesboro 


_| Grand River Dam project 
D-Okla-415_.-..-.--} 


Tinker Field AFB, Oklahoma City : 
Pe Ge Coe is Pe IN ia Sin hk nee wives encceuscuusasan 7 
Kelly AFB, San Antonio. 


| Love Field (buildings), Dallas______- 
| Housing project, White Rock 


AEC Headquarters, Albuquerque 
Housing units, Los Alamos..........--- Jcchddh ees wel éaaciae meee ones 


@0...« 
AFB, Clovis 


| Sandia Base housing project, Albuquerque. - 
.| VA hospital, Van Nuys 


Government Island Coast Guard B ase, Alamedas__--__--_- 


Te 


[AF B, Travis..__-. 


do... 


| NAS outlying field, Los Alamitos. —_ 


Army airbase, O¢ ikiand 


Sharp General Depot, Lathrop__- 


Army airbase, Ephrata... 
Quarantine station, Port Tow nsend. 


| Communication cables, Olympic Peninsula... Sait cacabaksca neki 


D-Conn-405 
N-Maine-19 
N-M ass-47 - 
W-NY-1 and 1A_ 
R-NY-73 ée 
N-Tenn-415_- 
R-M ich-40 
R-M ich-85 
R-W is-37_ _- 
R-Cal-35._ 
W-Cal-107-.-- 
Z-Cal-490 
R-Nev-5-- 
D-W ash-469 


RECALLED FROM SURPLUS 


(Acquisition cost over $100,000) 





New London dock 

Great Diamond Island, Portland_-.- 

Leland Gifford, Worcester - 

Lake Ontario Ordnance Works (p art), Niagar: a Falls- 
—— Rand, Inc., Johnson City : 
Naval air station, ‘outlying field No. 21706, Memphis 
Continental Aviation & Engineering Co., Muskegon 
Bohn Aluminum & Brass Corp., Adrian 

A. O. Smith Corp., Milwaukee 4 
C onsolids ated-V ultee Aircraft Corp., San Diego. 
Santa Ana Army Air Base, Santa Ana 
Reseda Radio Monitoring Station, Reseda__--- 
Basic Magnesium (platinum anodes), Henderson. 
| Hudson Point, Port Townsend-- 





Excess and surplus real property and related personal property, activi 


SURPLUS DETERMINATIONS FOR HOLDING 


GSA control No. 


B-I1]-428 


V-Ky-404A.... 


D-Ky-414C 


B-K y-423B-.-.....--.- 


D-Okla-415 


D-Tex-479. ...- 


D-Tex-485 
D-NM-423 
D-Cal-499___- 
D 


D al-510 
I-Wash-401- ae 


D-W ash-472.--- 


D-W ash-476 


Cal 499-A __ 
D-Cal-508-A-_-..----- 
Cs 
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July 1—Dec. 31, 1954—Continued 


AGENCY DISPOSAL 


waenes cost over $100,000) 


Property 





VA hospital, Downey 
VA hospital, Fort Thomas 
AFB, Fort Campbell-- 
AEC building, Kevil 
Tinker Field AFB, Oklahoma C ity. 
AAA and GM center, Fort Bliss 
Kelly AFB, San Antonio_. 
AFB, Clovis-- 
AFB, Travis_- 
Se ban 
Oakland Army Air Base, Oakland 
Sharp General Depot, Lathrop_- 
Army airbase, Ephrata 
Automotive shop, Seattle _ t 
Communication cables, Olympic Peninsula. --- 


SURPLUS DETERMINATIONS FOR GSA DISPOSAL 


(Acquisition cost over $100,000) 


ty recor ded 


Reported 
cost 


Thou- 
sands 


$321 
113 
161 
122 
193 
150 
693 
548 
S54 
774 
200 
107 
Os4 
500 
708 





Maine-435__- 
Maine-426_. 


Mass-78 


Fort Levett Military Reservation, Cushing Island, Portland__.....-- a 
Public Health Service hospital, Portland 


-| Fort Andrews, Paddock Island, Hull 


Mass-456.- -- -- 


Mi 4SS- 458 


Miss-414_ 
Miss-417 


Ohio 440 
Kans-417_ 
Kans-418. 
Kans-421_ 
Mo-413 


I-Nebr- _ 


H-Oreg-418 


I-Wash-401D______- 
G-Wash-469A ___ 


D-Wash-471_.... 


Fort Warren, Georges Island, Boston Harbor 


| Coast Guard Annex, Chelsea 


| United States Merchant Marine 


| Outlying field No. 4 to NAS Olathe, 


| Federal supply warehouse, 1601 Fairfax Rd., 


| Vanport City (Oreg. 35053 
| Ephrata Army Air Base, 
s Hudson Point (additional), 
aaa) Fort Casey Military Reservation, Island County 


Amco magnesium plant, quarry site, Wingdale_- 

Camp Shanks, warehouse area, Orangeburg. 

Melbourne Naval Air Station, Melbourne 

Water ways Experiment Station, Vicksburg 

Grenada housing area, Grenada 

Harbor cement storage facilities, Houston 

Cadet School, Copote Point, San Mateo 
Outlying field 11005 (Haster Field), NAS 160, Los Alamitos- 
Fernbank repair station, Fernbank 

Springfield, Miami County 
Outlying field No. 7 to NAS Olathe, Hillsdale, Miami County 
Kansas City 

VA hospital (O’ Reilly), Springfield _ _- 
Trenton Dam housing project (additional), 
, Portland 
building, Ephrata 
Port Townsend 


Trenton 


"seem of © 


ime 


me eee 
—_——_—- 
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Excess and surplus real property and related personal property, activity recorded 
July 1—Dec. 31, 1954—Continued 


TRANSFERS TO FEDERAL AGENCIES 


(Acquisition cost over $100,000) 





Reported 


GSA control No. Property cost 





Thou- 
t sands 

J-M ass-47.-- Leland Gifford Co., Worcester. ; GSA 

Y-424.. Medical depot, Binghamton. _- | GSA 

7448 Sheepshead Bay Reserve Training Station... | DoD and GSA 

‘402 | Potomac barracks (buildings B and I) } GSA 
V-Ala-402__- Veterans’ Administration supply depot, Montgomery - DoD 
F-Miss—407 -.- Gulf ordni ance pli int, Aberdeen DoD 
L-Ind-71 _ _- DoD 
V-Ind-408_ . Veterans’ Administr: sion ane il Fort Benjamin DoD 

Harrison. 
D-Ark—421 | Narrows Dam housing project, Murfreesboro DoD 
J-La-417 Federal detention headquarters, New Orleans | DoT 
V-Okla-404C __ | Veterans’ Administration hospital, Will Rogers Field, GSA 
Oklahoma City. 

V-Okla-409 Veterans’ Administration hospital site, Norman__. DoD 
F-Tex—444 Air Force base, Laredo . DoD 
D-Ariz-416__- War housing project, Winslow. _--- | Dol 
W-Calif-107- -- Army airbase, Santa Ana__- Kee - } DoD 
D-C alif-406C aren aaa ee DoD 
G-Calif—496 Government Island Coast Guard Base, Alameda GSA 
R-Nev-5.-_- Basic Magnesium (platinum anodes), Henderson_-- GSA 
C-Alaska-410_ Gambell Station, Gambell.._.-.---__- Tet its DoD 


=e 


DISPOSAL BY SALE 


e t¢ Wrest gree = 


rt FOr Tris” 


(Acquisition cost over $100,000) 


| 
| Date awarded | Sold for 
| 
| Thou- | Thou- 
sands | |} sands 
D-Me-404..._-- Jewells Island Military Reservation, Casco $953 | October 1954_-__| 5 
Bay, Portland. 
D-RI-408_- Fort Church (West) Military Reservation, | 1, 687 | August 1954_---- 
Little Compton. 
W-N Y-125._.-- United States Naval Training Center, Lido 2, 362 
Beach (part). 
R-Pa-109__- Lehigh Foundries, Inec., Easton - wal 1, 338 | 
G-N C-407-.. High Point hydroe lectric project “(81 tracts), 162 
High Point. 
D-Ark-414_......| Mountain Home housing project, Mountain 137 
| Home, 
N-Tex-463 Outlying field No. 21 to NAS, Corpus Christi 159 | October 1954. __- 
N-Tex-—464 Outlying field No. 31 to NAS, Corpus Christi_| 159 | November 1954. 
N-Tex-465 ..| Outlying field No, 34 to NAS, Corpus Christi_! 158 |...-.do_- 
N-Tex-467 . Outlying field No. 51 to NAS, Corpus Christi 175 _do 
I—Colo-417 - - - Estes Park camp, Estes Park -_--_-- 149 | August 1954___- 
I-Colo-—419_ - Fort Collins construction camp, Fort Collins. 173 | September 1954_- 
B-N. Mex.-409A_| White Rock store, building and living quar- 310 | November 1954_- 
ters, White Rock. 
R-W yo-405- - Alumina plant, Laramie ichieg 4,603 | September 1954 
F-Calif-479_ _ -- Santa Rosa Army Air Force Base (part), Santa | 118 | October 1954___- 
Rosa. | 
R-Ore-48 Willamette Valley Wood Chemical Co., | 3, 095 rece iacs sain 
Springfield. | 


GSA control > Reported 
No. Property | cost 





c 
é 
s 
Z 


October 1954- ---| 


December 1954_- 
July 12, 1954 


| 
| 
| 
| 
September 1954_- 
| 


aFyewaeedetdcene & 
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Excess and surplus real property and related personal property, activity recorded 
July 1—Dec. 31, 1954—Continued 


WITHDRAWALS BY HOLDING AGENCIES 


(Acquisition cost over $100,000 


Property 





Thou- 
sands 
New London dock, New London $106 
| Great Diamond Island, Portland 148 
Fort McKinley, Portland 1, 674 
| Public Health Service hospital, Portland 103 
"-} and 1A_ Lake Ontario Ordnance Works (part), Niagara Falls 3, 108 
Radio monitoring station, Reseda 112 
D-Wash-469___- Hudson Point, Port Townsend O4t 





OTHER DISPOSALS 


(Acquisition cost over}$100,000) 





Reported 


Soxt Date awarded Sold for 


| 
GSA control No. | Property 


Thou- Thou- 
sands sands 
Fort Getty Military Reservation, Jamestown $3,072 | November 1954 Py} 
Seaplane hangar No. 2, LaGuardia Field 1, 069 do 
Naval air station (part), Melbourne 139 | October 1954 


DELEGATIONS 
(Acquisition cost over $100,000) 


GSA control No. Property lo — 





Thou- 
. sands 
H-Ore-418 Vanport City (Oreg. 35053), Portland at LOR $4, 649 


ASSIGNMENTS 
(Acquisition cost over $100,000) 


W-Mass-452 Cushing General Hospital, Framingham_- dein anise cee | DHEW 
V-Mo-413_ _.-- .| VA Hospital (O’ Reilly), Springfield ___- , | DHEW | 
} United States Merchant Marine Cadet School, Coyote Point, | DHEW | 
San Mateo. 


Surplus real property and related personal property activity recorded July 1, 1953- 
June 30, 1954 
WITHDRAWN FROM SURPLUS BY HOLDING AGENCY 


(Acquisition cost over $100,000) 


GSA control No. | Property — 





Arkansas ordnance (residue), Jackson ville___- $599 

Public Health Service hospital, Portland__- | 379 

* Fort Andrews, Hull ; Pea . 1, 880 
W-Tex-204a Camp Maxey (residue), Paris__.....----.---.---_--_- 251 


58616—55—pt. 2——4 
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Surplus real property and related personal property activity recorded July 1, 
June 30, 1954—Continued 


SURPLUS DETERMINATIONS FOR GSA DISPOSAL 
(Acquisition cost over $100,000) 


(Source: Operational records) 


GSA control No. Property 


G-Ala-418__- _| Public Health Service hospital, Mobile 
D-Ala-421___..-- Chlorine plant, Muscle Shoals 
D-Ark-410A_..-..---| Bull Shoals Reservoir (railroad-dam site, pt. work area, additional) - 
D-Ark-414______._..| Mountain Home housing project, Mountain Home__-__- aad 
V-Cal-470__....- Birmingham General Hospital, Van Nuys. - -- : 
G-Cal-475_....-.- .| Hospital Cove, Angel Island 
F-Cal-479_.....-.- Santa Rosa Army Base (portion), Santa Rosa_- 
Z-Cal-490 ai Reseda Radio Monitoring Station, Reseda- ------ 
I-Colo-417_.....-- Estes Park camp, Estes Park ; 
I-Colo-419 7 Fort Collins construction camp, Fort Collins 
D-Fla—422 : Red Fish Point area, Tyndall Air Force Base- 
V-Ga-422_._..- ; Lawson General Hospital (portion), Chamblee 
I-Ill-416a__.......- Crab Orchard Wildlife Refuge, Carbondale 
D-I]-425___- _.| Camp Grant Military Reservation (portion), Rockford : 
N-Ind-410___.___- United States naval auxiliary shipyard (portion), Evansville- 
D-Me-414 : Fire control station, Cape Elizabeth ¥ 
G-Me-426_.....__.. Public Health Service hospital, Portland 
D-Me-433 .| Peaks Island Military Reservation, Peaks Island 
R-Md-406 Sherwood Distillery, Westminster ; 
V-Mass-452_._.......| Cushing General Hospital, Framingham -- 
D-Mo-414______- Missouri ordnance, Louisiana ---- 
G-Mo-416. Public Health Service hospital, Kirkwood “is 
G-Mont-407 Anaconda Copper Mining Co., Columbus (P lancor 133). 
I-Nebr-421__-- Bureau of Reclamation camp, Indianola... 
G-NJ-414___---- Post office site, Newark- 7 
B-N. M.-409 ___.| White Rock construction e: amp, “White Rock_- 
B-N. M.-409A_.. White Rock (store building and living quarters), White 
B-N. M.-412_-_-- Los Alamos housing units, Los Alamos_- 
Z-N C-423 Radio relay station, East ‘Arcadia 
V-Ohio-431 Veterans’ Administration hospital site, Toledo 
D-Ohio-439___......| Cleveland tank plant, Cleveland_- ees 
1D-Ore-440 . MeNary townsite, McNary----- Se ces cs 
W-R. I.-18 Fort Getty Milit: wry Reservation (part), Jamestown. _- 
G-S. C.-408 | Quarantine station (Fort Johnson), Charleston_. 
C-Tenn-421_._.......| Army airbase, Dyersburg 
V-Tex-403A__...__-- Veterans’ Administration hospital site, Houston_ 
V-Tex-424__._- Veterans’ Administration hospital site, Dallas____- 
T-Tex-455____ Port Isabel HF/DF station, Port Isabel. : 
7~Tex-458 Veterans’ Administration center reservation (buildings), Temple... 3 
N-Tex-463__.._.....| Outlying field No. 21 to naval air station, Corpus Christi_- _ 
N-Tex-464__........| Outlying field No. 31 to naval air station, Corpus Christi 
N-Tex-465__........] Outlying field No. 34 to naval air station, Corpus Christi 
N-Tex-—466 | Outlying field No. 33 to naval air station, Corpus Christi__.____- 
N-Tex-—467 ieee Outlying field No. 51 to naval air station, Corpus Christi_...__- 
I-Wash—401C Ephrata Air Force Base (portion), Ephrata 
D-W ash-458 | Camp Hayden (part), Joyce 
S-W ash-465 Baker West, Sequim ‘ 
D-W ash-469 Hudson Point, Port Townsend.............----------- 
D-Wash-470 | Fort Flagler Military Reservation, Jefferson County 
D-Wash-473___.__.__| Fort Worden Military Reservation, Port Townsend 
A-Wis-—409___....._...| LaCrosse central repair shop, LaCrosse-.-.-.---- 
R-W yo-405..........| Alumina plant, Laramie 
_ Wyo-411___...._..| Sponge iron plant, Laramie 

~Als iska—411- __._| Juneau Airport, Juneau 

Rum wistillery, St. Croix- 
Bluebeard’s Castle Hotel, St. T homas.....---- cepawnaamemnsiesacaabrel 


¥ pt AOR Gris ee 


* 


Ay 
e 
» 
t 
. 
. 
M 
% 
S. 


ee. 


A7UVa SE RFE eet « 


1 Estimated. 
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rplus real property and related personal prope rity activity recorded July 1, 1953- 


June 30, 1954—Continued 
DISPOSALS BY SALE 


EE cost over ny 000) 


GSA control Property | | Reported 
No. 


aaae Date awarded Sold for 





| 
Thou- | Thou- 


7 . . 7 sands |r August 1953 sande 
J-Ariz-404¢c Poston war relocation project, Poston (part) . $541 } December 1953 -}} $12 
T-Ariz—404c diutenen 745 | June 1954____. 10 
D-Ark-410A....- | Bull Shoals Reservoir (railros ad, dam site, We Sok tenes 142 
pt-work area). 
R-C: f Playa del Rey gas storage, Los Angeles_____- , 814 | December 1953 _- , 150 
I-Colo-414 Construction camp, Fort Morgan 200 | September 1953 104 
[-Colo-417 Estes Park camp, Estes Park (part) ___- 238 | December 1953... 158 
Lawson General ae (portion), Chamblee 2,480 | April 1954_ 91 
D- Ill -403__.-- Camp Ellis (portion), Table Grove______._-- 113 | June 1954 aa 170 
W-lIowa-29B_....| Fort Des Moines, Des Moines (part) | 698 | March 1954____- 6 
A Alcohol plant, Muscatine. -- uy ,058 | January 1954_- 655 
R-Lé Mathieson Alkali Works, Lake Charles--_-_---| 108 | February 1954___| 95 
z 57 | Premier Oil Refining Co., Cotton Valley__-_-_-_-| 278 | August 1953_-__- 10 
F | Quarantine station, House Island _---_-- 7e 119 | April 1954_....-- 1 
R-} 4 Sherwood Distillery (Plancor 2524), West- | 126 |_.._.do 
minster. } | 
I-Nebr-421_-...-.- Bureau of Reclamation camp (part), Indianola_ 150 | February 1954_-_. 19 
I-Nebr-421 — of Reclamation camp (residue), In- 176 | April 1954. .._-- 18 
dianola. | 
G-NJ-414 Old post office and courthouse site, Newark---| , 879 | December 1953_- 
B-N M-409 Construction camp, White Rock___- 165 | September 1953__| 42 
Army airbase (part), Syracuse..........---.-- 230 | November 1953 
United Distillers, Yonkers___- 299 do___.. 
Thompkins Square post office site, New York_-_| 115 do ig 
United States Fur Animal Experiment Sta- | 140 | February 1954 
tion, Saratoga Springs. | 
G-N C-407- - -- High Point hydroelectric project (portion) 596 | June 1954 
(366 tracts), High Point. ‘ 
G-NC-416__....-| Eastern Medical Center, Durham_.- 115 | September 1953 
I-ND-408___.....| Heart Butte Government camp, Glen Ullin_- 100 | November 1953 
G-Ohio—-406. - -- Sharonville Engineering Depot, Sharonville _--| 189 | September 1953 
G-Okla-410 | POW camp, Pryor — and tract).........| 111 | July 1953 
D-Ore-431.....- | Empire oil station (par )_---- Biase 178 | April 1954 
Federal recreational building, Chester________-| 298 | February 1954 
Fort Church, East. Res., Little C ompton.__-- 304 | April 1954 
Fort Church; South Res., Little eee ues 326 | May 1954 
I-SD-409a__.--.-| Shade Hill unit camp, Lemon : cen 118 | September 1953 
N-Tenn-414___-.| Outlying Field No. 09507, Memphis. ee ae 313 | November 1953 


23 








DISPOSAL BY SALE 


Tenn-416__.....| Outlying field No. 08004, Memphis-__--_- October 1953 
Tenn-417 Outlying field No. 34105, Memphis___- Wie 
Tenn-481 | Outlying field No. 15305, Memphis-_- do...- 

i ene Steel, Houston..............-- a a 1954 

“ Cian . Gass. , 
Brady POW camp, Brady - atlas October 1953 _- 
VA center reservation (buildings), temple. May 1954 
Sponge iron plant, Laramie 312 | December 1953- 





OTHER DISPOSALS 


(Acquisition cost over $100,000) 


G-Cal-475 Hospital Cove, Angel Island - 506 | December 1953 _-| _- 
L-Ind-71 | Cincinnati Disposal Center No. a Mi aywood- a 
TY Fort H. G. Wright (part), Fishers Island_..._-| 285 | October 1953 
Scotland County Memorial Hospital, Laurin- | 596 December 1953 

burg. 

M-Ore-9........- Swan Island, Mocks Bottom (residual), Port- 194 |; August 1953__- 
land. “ | May 1954 

G-Tex- Quarantine station, Pelican Spit. ......_...-- 288 | September 1953_- 

N~-Tex-436 Arlington outlying field, Arlington 253 | November 1953- 





ei 


: 
C7478 |G eFC st 
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Surplus real property and related personal property activity recorded July 1, 1953 


GSA control No, 


])-Ala-421 
V-—Cal-470 
V-Cal-470 
I-Ill-416a 
D-Mo-414 
G-Mo-416 
B-N .M.-409 
B-N.M.-409a 
G-S.C.-408 
C-Tenn-421 
V-Tex-—424 
T-Tex-455-- 
Cc a 411 
VI 
I-VI 


1 Estimated. 


GSA control No. 


W-Ark-16A__....-- 


A-Iowa—401 
R-La-__-- 
A-Nebr-401 
G-N Y-405 
-N Y-56 
NY 
Pa-7 
~Pa-112 
Tex-35 
Tex-36 


G-N Y-405 
R-N Y-56 
R-N Y-97 
R-Pa-71 

R-Pa-112 


GSA control No. 


848 


” 


June 30, 1954—Continued 
ASSIGNMENTS AND DELEGATIONS 
(Acquisition cost over $100,000) 
Property 


Tho 

sands 
Chlorine plant, Muscle Shoals DOD $21, 384 
Birmingham General Hospital (part), Van Nuys | DHEW 4, 468 


| Birmingham General Hospital (residue), Van Nuys DOD 


Crab Orchard Wildlife Refuge, Carbondale DOI 

Missouri ordnance, Louisiana DOD 

Public Health Service hospital, Kirkwood _-__-_---- | DHEW 
Construction camp, White Rock DHEW 
White Rock, store buildings and living quarters | DHEW 
Quarantine Station (Fort Johnson), Charleston. . - DHEW 
Air Force base (portion), Dyersburg -- - | DHEW 


| VA hospital site, Dallas (residue) DHEW 


Port Isabel HF/DF station, Port Isabel | DHEW 


| Juneau Airport, Juneau | poc 
Rum Distillery, St. Croix } VIC 


Bluebeard’s Castle Hotel, St. Thomas--- are VIC 


LEASE DATA NOT ELSEWHERE SHOWN 
(Acquisition cost over $100,000) 


(Source: Operational records) 


Property 


LEASES TERMINATED 

Thousands 
Arkansas ordnance plant (WO-341), Jacksonville (residue) SS $599 
Alcohol plant, Muscatine (Plancor 1684) - .-- 3, 546 
Mathieson Alkali, Lake Charles (Plancor 264), KVA station 108 
Alcohol plant, Om: - (Plancor 1608) - j, 211 
Columbia Aircraft, Valley. Stream, Long Tsland (Pls incor 1266) , 047 
General Electric E lectric Co., Se henectady (Plancor 174) 1, 55¢ 
Utica Drop Forge, Utica (P lancor 2386) - - §22 
United Engineering & Foundry Co., Ne w Castle (Plancor 765) -- 51 
McCreary Tire & Rubber Co., Indiana (Plancor 1936) - -- . 
Sheffield Steel, Houston (Plancor 2157 acisthes 
Sheffield Steel, Houston (Plancor 346) 


NEW LEASES 
Columbia Aircraft, Valley Stream, Long Island (Plancor void 


General Electric Co., Schenectady (Plancor 174) sibimaniia na 
Utica Drop Forge, U tics 1 (Plancor 2386) _ - 


| United Engineering & Foundry Co., New Castle (Plancor 765) -. 


McCreary Tire & Rubber Co., Indiana (Plancor 1936) 





Surplus property leases expiring 1955 


(Acquisition cost over $100,000) 


Acquisi 


> , 
Property tion cost 





R-N Y-97 
G-N Y-405 
R-Pa-112 
R-Pa-71l 
R-Ill-61 
R-Ohio-19 
R-M inn-22 
R-Cal-34_. 


Thou- 
| sands 


Utica Drop Forge, : tica (Plancor 2386) F - | $622 


Columbia Aircraft, Valley Stream (P lancor 1266)_...-...------- dea 1, 045 
McCreary Tire & Rubber, Indiana (Plancor 1936) z cad ; 763 
United Engineering & Foundry, New Castle (Plancor 765) -- 23, OO 
Pullman Standard Car, Chicago (Plancor 104) ewe . : 482 
American Rolling Mill, Hamilton (Plancor 759) - -- : ‘i ? 

Commodity Credit, New Richland - ------- ceaeewe 140 
Rohr Aircraft,,Chula Vista (Plancor 993) 13 
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Surplus property 


Leases expiring 1956 


(Acquisition cost over $100,000) 


Acquisition cost 
Thousands 
, 556 


General Electric Co., Schenectady, N. Y. (Plancor 174) 

Allied Chemical & Dye, eS N. Y. (Plancor 2156) 

Linde Air Products, Buffalo, N. Y. (D-N Y-367) 

General Electric Co., Syracuse, N.Y. (Plancor 788) __-- 
Columbia Aircraft, Long Island, N. Y. (Plancor 1266-1266A) _. 
Westinghouse, Homewood, Pa. (Plancor 1603) - 

Firestone Tire & Rubber, ‘Burlington, N. C. (Plancor 506-506a) 
American Rolling Mill, Hamilton, Ohio (Plane or 759) 

Republic Steel, Warren & Youngstow n, Ohio (Plancor 259 W & L)- 


Waco Aircraft, Troy, N. Y. (Plancor 398)................--.--------- ec-cieheNiadeednaiaaeaidicaiae? 


Basic Magnesium, Henderson, Nev. (Plancor 201) 


5 
5, 


9 
-~ 


10, 


O96 
78D 
(02 


118 
045 
109 
053 


158 
739 
195 
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INVENTORY OF REAL PROPERTY 


Mr. Meptey. Mr. Chairman, you will recall that the Senate com- 
mittee directed GSA to take an inventory of all Federal estate holdings 
throughout the Government. That job is almost completed and we 
will be rendering the report to the committee next month, in March. 

We have some preliminary figures in which I think the committee 
vould be interested. 

Mr. Tuomas. Have 58 people been working on that? 

Mr. Mreputey. No, sir; they have not been working on that. 

\lr. THOMAS. How many ‘people do you have wor oe on it now? 

Mr. Meptry. We have six people working on that, 

Mr. Toomas. Whereabouts are they? 

Mr. Mrepiey. They are in my office, and they have been working 
on the compilation of that report with the agencies. 

Mr. Tuomas. There is nothing in this record now, just as we look 
at it frankly and squarely in the face, that is going to justify 58 people 
last year, much less 75 for the next year. 

Mr. Mepuey. I was coming to that, sir. This consolidated report 
of the entire Government’s inventory will be on the basis of some 
11,493 reports which we have received from other agencies which in- 
volves some 405 million acres of land and 428,000 buildings. 

Mr. Tuomas. Mr. Medley, we commend you for that fine work but 
it has nothing to do with this little unit here. 

Mr. Mrepuey. The point I was making, sir, is that when this report 
isavailable it will be of real value to GSA and the group in the Bureau 
of the Budget. It will be the first time that they have had informa- 
tion available which indicates the total Federal real estate holdings. 
They can then go into these agencies and ferret out the unneeded 
properties, force them to declare them excess and surplus, which will 
then increase the volume of this activity of surplus property disposal 
wider Mr. Peyton. 

Mr. Tuomas. Did the Bureau of the Budget transfer funds for 
those six employees doing this work in your office? 

Mr. Meptey. No, sir. 

Mr. Tuomas. I notice in this division here that we are discussing, 
now, you have one grade 15, two 14’s, three 13’s. You step that 
grade 13 figure up to “4 in des next vear. 

Mr. Evins. What real properties have you disposed of in the past 
2 years, and what properties have you now for disposal? 

Mr. Mepiey. We started in 1954 with an inventory of $207 million 
surplus property. There was declared surplus $115 million more 
durmg that year. We disposed of either by sale or withdrawal or 
donation, $87 million, leaving a balance of $235 million carried over 
into this fiscal year. 

Mr. Evins. Does this sum represent all real property? 

Mr. Meptey. That is real property, yes, sir. 


restriction 


NSC 


oct to 


PROCEDURE OF PROPERTY DISPOSAL TO HEALTH AND EDUCATIONAL 
INSTITUTIONS, ETC. 


Mr. Evins. Of course, I know immediately after the war a lot of 
property was declared surplus. We have had called to our attention 
the need of educational institutions to acquire surplus property. 
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We will inquire about that later, but at the present time what pro. 
cedures do you go through when you declare property surplus? 

Mr. Peyton. As soon as real property is declared surplus, the 
Department of Health, Education, and Welfare is advised an 
through its field offices examines applications from State and loca! 
governments and nonprofit institutions who apply for it for health 
and educational use. When a determination is made by the Depart. 
ment of Health, Education, and Welfare that property is needed for 
those purposes, they ask GSA to assign that property to them for 
transfer. 

Mr. Evins. That makes it very easy and very simple. 

Mr. Peyton. That is right, sir. 

Mr. Evins. But suppose the Department of Health, Education, and 
Welfare does not need it or want it, then do you take it up with the 
States and municipalities and to what extent do you deal with private 
individuals? 

Mr. Pryron. States and local governments, under our act, have the 
right to request surplus property for use for public parks and recrea- 
tional purposes; certain types of lands for wildlife conservation: 
surplus military airfields for civilian airport purposes; and property 
for historic monument purposes. All of those transfers come under 
special laws which have been written from time to time and provide 
for varying methods of payment. 

In the case of surplus military airfields, the law provides for transfer 
without monetary consideration. The same is true of lands for 
conservation purposes. For park and recreational purposes, the law 
requires a payment of 50 percent of its fair market value. Also in the 
ease of historical monuments no monetary consideration is required. 

Mr. Evins. In case the States and municipalities do not participate, 
what happens? 

Mr. Peyton. Then it goes to public sale. 

Mr. Evins. Are all surplus properties for sale advertised Mr. 
Peyton? 

Mr. Peyton. It is advertised for sale, and there are a number of 
different methods of sale. For instance, in the sale of vacant farmland 
we have found, since we have been able to operate out of revenues 
and employ auctioneers, that that is a very good way of selling 
vacant farmland. In Illinois 4,000 acres were sold recently by this 
method and we got $600,000 for land that had cost the Government 
$300,000. That was a good sale. 

Mr. Evins. Does the same procedure apply for property other 
than realty? 

Mr. Peyton. I am only talking about real estate. 

Mr. Evins. How about desks and chairs, file cabinets, furniture, 
and so forth that are surplus to the Government needs. Are these 
made available for educational purposes? 

Mr. Peyton. We in Public Building Service do not have anything 
to do with that. 

Mr. Evins. Has there been and is there being substantial dispost 
tion of these properties for educational purposes at this time? 

Mr. Peyton. The percentage of real property transfers for health 
and educational use in relation to the entire disposal program | 
relatively small in terms of dollars. Based on last year’s overal 
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disposals we transferred about 4 percent of the total disposed of for 
health and educational use. 

Mr. Evins. Do you not think that education is one of the best if 
not the best use for these surplus properties? 

Mr. Perron. Certainly if there is an educational need for the prop- 
erty it is a legitimate way of disposing of it. Sometimes we do run 
into situations where property is asked for for these purposes which 
has a very high sales value and we are up against the problem of 
making a ‘determination of whether we should sell it or let it go for 
health and education. 

Mr. Puriures. Referring to the surplus property disposal program, 
Mr. Mansure or Mr. Medley said we were like a butcher shop that 
did not have anything to sell. If you do not have anything to sell, 
why did you need 75 people to sell it? 

Mr. Mansure. That is a very good question. The Bureau of the 
Budget and GSA are not only attempting but forcing the release of 
these properties so that we can sell them. Until we had a coordinated 
effort we could not shake them loose from the agencies. 

Mr. Puriuures. Do you think you will have them shaken down by 
June 30? You are doing the work with 58 people now and you 
want 75. 

Mr. Meptey. In volume we are handling $420 million in 1955 and 
will be handling $540 million in 1956. 


EMERGENCY OPERATING EXPENSES 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate 1956 estimate 





Appropriation or estimate - ccdaustacaeadcccce| Sa samen | Si 64-60 $13, 400, 000 
Reimbursements from non-Federal sources_-..------- : 58 ; 


: Total available for obligation. ___.........-------- ; 20, 200, 058 15, 647, 000 13, 400, 000 
Unobligated balance, estimated savings- ae Seas - — 159, 798 


Obligations incurred ___-- 20, 040, 260 15, 647, 000 13, 400, 004 
Comparative transfer to “Operating expenses, “National 


” 


Archives and Records Service’’......-....--.---- ‘ a —428, 000 — 428, 000 


gio rk has 842 cates dah ike 19, 612, 260 15, 219, 000 13, 400, 006 


Note.—Reimbursements from non-Federal sources above are refunds of employee terminal leave pay- 
ments (5 U. S. C. 61b). 
Obligations by activities 


| 


Description 1954 actual | 1955 estimate | 1956 estimate 


suildings management_..._..____- Siisen | $19,112,913 | $14, 804, 000 $13, 140, 000 
teal estate services. ree - ee c 125, 662 108, 000 60, OOF 
Administrative oper: eelnwigs 0. .: --. 373, 685 307, 000 200, OOF 


DORMS RINGO ooo ok enc cecc ew cnesdancnn Seca 19, 612, 260 15, 219, 000 13, 400, 000 
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Obligations by objects 


. , | ‘ 
Object classification 1954 actual 1955 estimate | 1956 est 


| 
Total number of permanent positions 121 | 96 | 
Average number of all employees 116 | 95 | 
Number of employees at end of year | 108 | O4 





Average salaries and grades: | 

General schedule grades: 
Average salary $4, 144 
Average grade | GS-5.3 


Personal services: 

Permanent positions $479, 135 

Positions other than permanent 1, 038 

Regular pay in excess of 52-week base 1, 884 

Payment above basic rates 785 

Total personal services............-- tee. i eakien cabis 482, 842 399, 800 

ae ch Sl a a sitdinctins Gilaisaccoaije sate achetacsugube 12, 150 | 19, 900 | 
Communication services 5, 127 | 3, 900 | 
Printing and reproduction 2, 093 2, 500 | 
Other contractual service : 19, 084, 297 14, 790, 600 | 
FOREROD WING TRO oie odie cnnanicemasadanns ines 2, 232 
Equipment. ; 
Refunds, awards, and indemnities.......................- 





Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 





| 
1954 actual 1955 estimate | 1956 estimate 


$1, 808, 738 $611, 660 | 
20, 040,260 | 15, 647, 000 
21, 848, 998 16, 258, 660 
Adjustment in obligations of prior years..............--- “a —177, 419 | 
meunvuresments.................. —58 
Obligated balance carried to certified claims account —59, 617 


Obligated balance carried forward e 2a —611, 660 | — 458, 660 | 


« 
r 
E 
5 
ES 





21,000,244 | 15,800,000 | 


Expenditures are distributed as follows: 
Out of current authorizations | 19, 429, 550 15, 220, 000 | 
Out of prior authorizations ' 1, 570, 694 580, 000 


Mr. Tuomas. Put page 65 in the record at this point. We discussed 
the emergency program while we were on the regular buildings 
management item. 

(The page referred to follows:) 


Witeeadteser g C76 


Emergency operating expenses 
000 
, YUU 


Adjusted : 5, 000 
Change , 726, 000 


13, 400, 000 
APPROPRIATION LANGUAGE 


“Emergency operating expenses: For necessary emergency expenses of 
General Services Administration not otherwise provided for, for operation, mai! 
tenance, protection, repair, alterations, and improvements of public buildings : 
grounds (including furnishings and equipment) to the extent that such buildin 
and grounds are under the control of the General Services Administration for suc! 
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purposes as are provided for in Public Law 152, 8lst Congress, as amended; 

ental of buildings or parts thereof in the District of Columbia and elsewhe re, 
including repairs, alterations, and improvements necessary for proper use by the 
Government, without regard to section 322 of the act of June 30, 1932, as amended 
1) U. S. C. 278a); restoration of leased premises; moving Government agencies 
in connection with the assignment, allocation, and transfer of building space; 
and not to exceed [$24,300] $13,400 for expenses of travel; [$15,647,000] 
§13,400,000: Provided, That of this amount, such sums as may be determined by 
the General Services Administrator to be necessary may be paid into other appro- 
priations of the General Services Administration only for purposes of accounting: 
Provided further, That no part of this appropriation shall be available to effect the 
moving of Government agencies from the District of Columbia to accomplish the 
lispersal of departmental functions.” 


GENERAL STATEMENT 


“Tnereases in general purpose space ope rations above those covered by the 
‘Operating expenses, PBS’ appropriation due to emergency defense programs are 
provided, largely for the Department of Defense. The appropriation request for 
1956 is a net decrease of $2,247,000 below the amount appropriated for 1955” 
from the budget for 1956). 

Net decrease reflects three factors (1) decrease of $2,110,000 due to release of 
leased space and reduction in related services, (2) tranfer to other appropriations 
of expense for space and other operations provided for them in 1955 at cost of 
$521,000 with comparable increases in those other items, and (3) increase of 
$384,000 for converting CPC grades to GS or wage rates required by Public Law 
763, 88d Congress. Changes from 1955 appropriation to 1956 estimate are set 
forth in the schedule below and explained in the material which follows under 
the respective activity headings. 


Summary reconciliation of 1956 estimate to 1955 nee 


a) 1955 appropriation in annual act 15, 647, 000 
Comparative transfer to ‘‘Operating expenses, 
_. —$428, 000 
Adjustment in financing with ‘ ‘Administrative 
operations” — 93, 000 
— — 521, 000 
Comparative total for 1955 15 126, 000 
b) Decreases in 1956: 
Leased space (1,019,000 average square 
feet net) $1, 923, 000 
Moving and space adjustments 97, 000 
Civil defense protection 28, 000 
Real estate services 48, 000 
14, 000 
— 2,110,000 
Subtotal 13, 016, 000 
Increases in 1956: Increased pay for converted C PO grades, 
Public Law 763 384, 000 


Total estimate for 1956 13, 400, 000 


Analysis by activities 





1955 | 
I — 1956 estimate 


| Available | Adjustment | Adjusted 
| 





| 
F a gin 
Buildings management __--.__- ac Bia | $15, 232, 000 —$428,000 | $14, 804,000 $13, 140, 000 
. Real estate services. 108, 000 |_..--- 108, 000 60, 000 
3. Administrative operations | 307,000 | —93, 000 | 214, 000 200, 000 


Total 15, 647, 000 | —521, 000 ; a 126, 000 13, 400, 000 
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Reparr, IMPROVEMENT, AND EQuriIPpMENT OF FEDERALLY Own; 
BuiitpinGs Outsipe THE District oF COLUMBIA 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663 


1954 actual | 1955 estimate | 1956 estim 





Appropriation or estimate _ __- s $14, 000, 000 
Unobligated balance brought forw ard | 
Reimbursements from non-Federal sources.-.- -| 
Reimbursements from other accounts__................-..- é 117, 803 





Total available for obligation | 14,117,975 12, 535, 457 


20, 000, 00 
Unobligated balance carried forward - s cal — 535, 457 


Obligations incurred 13, 582, 5 18 12, 535, 457 20, 000, OO 


NotTE.—Re aren »ments from non-Federal sources above are refunds of employee terminal lea 
ments (5 U.S. C. 61 (b)). 


Obligations by activities 


Description 1954 actual | 1955 estimate | 1956 estimat 


Direct Obligations } 
. Normal repairs_- skbaed sa 7 ...---.| $9,513,706 | $9,527,117 $11, 500, Ox 
. Major replacements__- : feieewe Life 1, 967, 673 | 1, 900, 000 4, 000, 000 
3. Major improvements . ad 1, 030, 932 1, 000, 000 4 210-00 
. Post Office work-space improvements. ie ‘ : 921, 660 | 78, 340 | ; 
Administrative operations _-__-- ; ae : 30, 944 30, 000 | 200), OOK 





12, 535, 457 NO). OO" 


| 
ae 
* 


Total direct obligations_ | 13, | 464, 915 


Obligations Payable Out of Reimbursements From Other 
Accounts 
. Normal repairs ic 117, 603 


| 13, 582, 518 “000, 000 
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Obligations by objects 


Object classification | 1954 actual 1955 estimate | 1956 estimate 





Summary of Personal Services 


Total number of permanent positions 
Pull-time equivalent of all other positions 
average number of all employees--_-__.- sialon cps notes . 
Number of employees at end of year 


average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


Personal service obligations: 
Permanent positions 
Positions other than perms anent Sn 
Regular pay in excess of 52-week base__- 
Payment above basic rates ‘ 
Other payments for personal services 


Total personal service obligations 585, 931 91, 300 340, 300 


Direct Obligations 
Personal services : 75, 357 91, 300 340, 300 
rt . 92, 384 100, 000 150, 000 
} Transportation of things Sealer 27, 293 25, 000 35, 000 
Communication services i 32, 615 35, 000 50, 000 
Rents and utility services ; eat 3, 683 3, 500 5, 000 
Printing and reproduction | 55, 972 70, 000 100, 000 
SINR, IGNOU BOOM 65 ons acon nc ennmecusscnwasnce=} 8, 826, 056 9, 410, 657 | 15, 669, 700 
Supplies and materials | 1, 693, 063 1, 600, 000 2, 000, 000 
Equipment Ae 29, 636 25, 000 50, 000 
Lands and structures_ 1, 137, 709 1, 100, 000 1, 500, 000 
13 Refunds, awards, and enMnAER: Soe 8a ear ee suuaal 78, 386 75, 000 | 100, 000 
Taxes and assessments --_-.___.-- Siddcccss Lcukudd anatakecun 2, 761 | 


TORE Cr RI oo irks cst acnnctewaceeesimice 13, 464, 915 5 535, 457 20, 000, 000 


Obligations Payable Out of Reimbursements From Other 
Accounts 
Personal services 
2 Travel_. 

Re NE. on eas euseecweswamaee 
Printing and reproduction 

Other contractual services 

Supplies and materials , 

Lands and structures-_-__.....__- 

Taxes and assessments 


Total obligations payable out of reimbursements from 
other accounts - aca 117, 603 


13, 582, 518 2, 535, 457 20, 000, 000 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


| ‘ re a 
| 1954 actual | 1955 estimate | 1956 estimate 


Ubligated balance brought forward $5, 907, 094 $4, 842, 551 
Obligations incurred during the year : $13, 582, 518 12, 535, 457 20, 000, 000 


13, 582, 518 | 18, 442, 551 4, 842, 551 
—117, 975 set 
—5, 907, 094 —4, 842, 551 5, 842, 551 


Total expenditures___- 5 , 557, 446 13, 600, 000 
Expenditures are distributed as follows: 
Out of current ae oh ciacuin ites , 557, 449 7, 158, 000 3, 500, 000 
Out of prior authorizations ea ae 6, 442, 000 , 500, 000 





858 


Mr. Tuomas. How about your improvement, maintenance, and 
repair item, how much is that this year? 

Mr. Meptey. $12 million, Mr. Chairman, as compared to $29 
million requested for 1956. 

Mr. Tuomas. Mr. Reporter, will you insert pages 77, 78, and 79 


in the record at this point. 
(The pages referred to follow:) 


“Repair, improvement, and equipment of federally owned buildings outside the 
District of Columbia”’ 
$12, 000, 000 


+175, 000 


Adjusted 12, 175, 000 
Change +7, 825, 000 


20, 000, 000 


APPROPRIATION LANGUAGE 


Repair, improvement, and equipment of federally owned buildings outside thy 
District of Columbia: For expenses necessary for the repair, alteration, preserva- 
tion, renovation, improvement, equipment, and demolition of federally owned 
buildings outside the District of Columbia, not otherwise provided for, including 
grounds, approaches and appurtenances, wharves and piers, together with the 
necessary dredging adjacent thereto; acquisition of land as authorized by title 
III of the Act of June 16, 1949 (40 U. 8. C. 297) ; not to exceed [$100,000] $150,000 
for expenses of travel; ‘and care and safeguarding of sites acquired for Federal 
buildings; [$12,000,000] $20,000,000, to remain available until expended. 


sige 


7070 
IVITtiAiPA 


GENERAL STATEMENT 


“Repairs, renovations, and improvements are made to more than 4,400 fed- 
erally owned buildings outside the District of Columbia which were acquired at 
a cost of approximately $1 billion and contain 112 million gross square feet of 
floor space. The increased request for 1956 will allow a level of repairs equal to 
the new work generated during 1956 and will provide for some liquidation of the 
ea backlog of work estimated to total $80 million.”” (From the Budget 
for 1956. 

During the past few years maintenance of public buildings, representing ai 
investment of over a billion dollars, has been at too low a level to keep them in 
proper repair. Importance of increasing this appropriation for 1956 is given 
special emphasis in the budget message in which the President states: 

“In this budget I recommend added funds for more adequate repair and in- 
provement of public buildings to protect the Government’s investment.” 

The more than 4,400 Federal buildings under this program include assay offices 
border inspection stations, bullion depositories, Coast Guard stations, courthouses, 
customhouses, mints, office buildings, post offices, Public Health Service hospitals, 
quarantine stations, Veterans’ Administration clinics, and warehouses. Physical 
deterioration and other unsatisfactory conditions exist in many of these buildings 

Funds have not been sufficient in recent years to provide for (1) work inci lental 
to the age of most buildings; (2) normal growth of occupying agencies, espe cially 
in connection with increased postal activities; (3) alterations in hospital space to 
meet changing techniques of the medical profession; and (4) progressive increas 
in labor and material costs. 
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Summary reconciliation of 1956 estimate to 1955 appropriation 


1955 appropriation in annual act $12, 000, 000 
Adjustment in administrative operations to bring financing in line 
with workload eis +175, 000 
Comparative total for 1955 ia capes el cn aaa oe 12, 175, 000 
Increases in 1956: 
Expansion covers new work generated in 1956 and part of 
backlog. 7, 740, 000 
Increase in administrative ere to support expanded 
program __- : ees a Re 85, 000 


Total estimate for 1956 : aa 20, 000, 000 


Analysis by activities 


| 1955 adjusted Deductions | Additions | 1956 
ae | 


| 
| 

1; OpmRT NRIs oa, ee cae danenes $9, 070, 000 Fe | $2,430,000 | $11, 500, 000 

2. Major replacements 1, 900, 000 ae 2, 100, 000 4, 000, 000 

3, Major improvements at aa re 3, 210, 000 4, 210, 000 

5, Administrative operations } 85, 000 290, 000 





7, 825, 000 20, 000, 000 


JUSTIFICATION 


“1, Normal repairs.—Normal recurring repairs to buildings and equipment are 
made, including replacements or improvements costing less than $10,000. For 
1956 it is proposed to undertake projects to offset the $11 million in work newly 
generated during each year, together with projects from the extensive backlog 
which will contribute to safe operations and prevent excessive deterioration.” 
(From the Budget for 1956.) 

Status of normal repairs program from July 1, 1954, through the budget year 
1956 follows: 

Cost 
Backlog of work July 1, 1954 $56, 000, 000 
New work generated, 1955 11, 000, 000 


67, 000, 000 

9, 527, 117 

Backlog of work July 1, 1955 57, 472, 883 

New work generated, 1956 11, 000, 000 
68, 472, 883 

11, 500, 000 


56, 972, 883 


| 1956 


$< |}—_|——_ 
Gross square feet of space | 110, 145, 116 | 111, 999, 408 111, 999, 408 
Unit expenditure $0. 086 | $0. 085 $0. 10: 103 


Performance cost 513,706 | $9,527,117 | $11, 500, 000 
Balance fromt 1008 Q0UMAG 6 6 oé bic onccnccsnsucccac-ccceouenaces r 457, 117 


Net amount from 1955 appropriation_...............-.-- 





: 
ee 
5 
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The following tabulation shows work accomplished by categories in 1954, esti. 
mated for 1955 and proposed under expanded program for 1956: 


| 
1955 





Categories of work: } 
Grounds and approaches oe | $1,122,337 $1, 138,000 $1, 380, 0 
Electrical system. -- ; ‘ 747, 694 758, 600 920, 000 
Heating system ; 945, 869 948, 300 1, 150. 000 
Air-conditioning and. ventilating = a | 187, 353 189, 700 230, 000 
Plumbing and sewerage systems ‘ . _ 542, 795 474, 100 575, 000 
Elevator, escalator and dumbwaiter repairs. - - - eeeel 557, 676 569, 000 690, 000 
Roof repairs eee ; 658, 807 663, 800 805, 000 
Other structural repairs > | 2, 274, 353 2, 275, 917 | , 760, 000 
Painting and decorating. - — | 1, 590, 846 | 1, 612, 000 , 950, 000 
Miscellaneous repairs- - - - - a E ; 885, 976 897, 700 | , 040, 000 


| 
| 





NN a enlace eos ; Roe ee ..-| 9, 513, 706 9, 527, 117 , 500, 000 


Normal repair requirements as of July 1, 1954, are estimated at $56 million. 
It is anticipated that new requirements will be generated at the rate of $11 million 
per year during 1955 and 1956. 

Amount for normal repairs in 1956 will permit expenditure of $0.103 per gross 
square foot. This will permit accomplishment of work equal to amount newly 
generated during the year and also provide for a slight reduction in the extensive 
backlog. 

An example of substantial savings effected with a relatively small expenditure 
of normal repair funds is the conversion to automatic firing of space heating 
boilers. Cost of these conversions averages about $1,500 each, but usually 
results in annual savings of $3,000 in operating expense. In 1954, 141 of these 
conversions were made. 

‘2. Major replacements.—Facilities and equipment which have become obsolete 
or worn beyond economical repair are replaced. The 1956 program provides for 
114 projects selected from the backlog to bring about operating economies.” 
(From the budget for 1956.) 

‘3. Major improvements.—Improvements to facilities and equipment to meet 
changing or expanding needs of occupying agencies are made. The 1956 program 
provides for selection of 139 projects which will contribute substantially to efficient 
and economical operations.’”’ (From the budget for 1956.) 

As replacements and improvements are often included in the same project, the 
following statement reflects the status of the combined program: 

Cost 
Backlog of work July 1, 1954 
New requirements generated, 1955 4, 000, 000 
28, 000, 000 
2, 900, 000 


Backlog of work July 1, 1955 25, 100, 000 
New requirements generated, 1956 4, 000, 000 


29, 100, 000 
8, 210, 000 


Backlog of work July 1, 1956 20, 890, 000 


| 1956 
Po 
Major replacements: | 
Number of projects 50 | 114 
Average cost per project . $50, 453 $38, 000 $35, O88 


Performance cost -- - $1, 967, 673 $1, 900, 000 $4, 000, 000 
Major improveements: 

Number of projects 41 40 139 

Average cost per project - $25, 145 $25, 000 $30, 288 


Performance cost - - - - $1, 032, 932 $1, 000, 000 $4, 210, OU 


— 
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Only projects costing over $10,000 each are performed under activities 2 and 3. 
Smaller projects are included under activity 1. 

Examples of principal types of major replacements and improvements follow: 

(a) Replacement of roofing, plumbing facilities, electric wiring, elevator 
installations, boilers, and heating plants. 

(b) Provision of mail-handling facilities to accommodate expanded parcel 
post traffic. 

(c) Renovation and improvement of existing court facilities. 

(d) Provision of adequate ventilation for courtrooms and mail-handling 
space. 

(e) Renovation and modernization of hospital facilities. 

As of July 1, 1954, requirements under activities 2 and 3 were estimated to cost 
$24 million. Past experience indicates that new requirements will be generated 
it the rate of $4 million each year. The amounts programed for 1956 will permit 
the accomplishment of 253 selected high priority projects essential to the safe 
ope ration of buildings and accommodation of changing needs of occupying agen- 
cies. A list of these projects and photographs illustrative of necessity for repairs 
and replacements will be made available to the committee. 

It is estimated that utilization of funds as proposed will decrease present backlog 
of essential work by approximately 17 percent. 

Projects included in the backlog and in work anticipated to be generated do not 
include installation of new air-conditioning equipment. 


Mr. Tuoomas. Give us a bird’s-eye view of these properties outside 
of the District. Square footage, the number, the state of repair, and 
the probable cost to bring them up to date over a period of, say 5 years. 

We have neglected these properties far too long in years past. For 
some 6 or 7 years. What have we been appropriating for that 
purpose? 

Mr. Meptey. Mr. Chairman, before the Public Buildings people 
speak to the characteristics of the properties, I should like to point 
out to the committee that- 

Mr. Tuomas. It has been down as low as $8 million a year, hasn’t 
it? 

Mr. Meptey. Yes, sir, you will recall that at one time, some 3 or 4 
years ago, we had 2 appropriation items for this purpose. 

Mr. THomas. Major and minor? 

Mr. Mrpuey. Yes, sir; major and minor, and it was about $10 
million a year for each one. F inally, the two items were put together 
and it was cut*down to where we have only $12 million this year for 
both. 

Mr. THomas. You mean outside now? 

Mr. Mepiey. Outside only, yes, sir. 

Mr. Tuomas. Outside of the District of Columbia. 


BACKLOG OF WORK 


Mr. Meputey. On the basis of $20 million for 1956, in all three 
categories of work—that is (1) normal repairs, (2) major replacements, 
and (3) major improvements—we have a backlog now of about $80 
million worth of work. 

Mr. Tuomas. How long has that backlog been accumulating? 

Mr. Mepuey. It has been getting bigger every year, for the last 
decade. 

Mr. Srrawser. Since 1939. 

Mr. Tuomas. I was about to say it goes back to 1939 and certainly 
1940. 


58616—55—pt. 2 
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What about inside of the District? You have those funds com. 
mingled in public buildings, but I see no definite earmarking, or any 
definite figure. 

Mr. Meptey. In the District of Columbia there was spent, si 
1954, $3,403,800. 

The spread sheet on page 24 shows that we would have originall) 
planned to spend $6,384,000 in 1955. However, due to the financial 
difficulties which we ran into on account of this space problem which 
we discussed this morning, we now plan to spend about $5.1 million 
on that item, and we have proposed $7,017,000 for 1956. 

Mr. Tuomas. You have $6.3 million for 1955 in your chart here 

Mr. Meptey. That is correct, sir, but because of these space diff- 
culties we have had, getting agencies to move —— 

Mr. Tuomas. How far are you behind in dollars and cents inside 
of the District? 

Mr. Scumipt. We have a backlog of about $48 million. In th 
District there are almost 44 million square feet involved in 125 
buildings. 

Mr. Tuomas. One hundred and twenty-five buildings? 

Mr. Scumipr. Almost 44 million square feet. 

Mr. Srroset. We also have 4.400 buildings outside the District of 
Columbia. 

Mr. THomas. How many square feet? 

Mr. Srroset. One hundred and twelve million. 

Mr. Tuomas. For current and ordinary repairs and maintenance it 
would take $30 million outside the District and $40 million inside the 
District. What part of that goes to major repairs? 

‘Mr. Srrosex. $8 million out of the $20 million is for major repairs 
outside the District of Columbia. 

Mr. Tuomas. How much could you use during the next fiscal year 
to good advantage and ultimately save money by using it? 

Mr. Srrose.. If you eventually want to catch up on the whole 
backlog and assume that you would do that in the 5-year period 
we should have approximately $15 to $16 million over and above the 
workload generated outside the District of Columbia during each year. 

The amount of work we can do, over and above what is generated, 
is shown in the chart on page 76. There is a very small reduction of the 
actual backlog. 

Mr. THomas. You mean on the $20 million? 

Mr. Stropei. With the $20 million we will only be able to cut into 
the backlog by a half million dollars for normal repairs and by $4.2 
million for major replacements and improvements. 


EXAMPLES OF DETERIORATION OF BUILDINGS 


Mr. THomas. Do any of your people have any good examples 
your minds of the money you have lost by not keeping up with this 
normal repair job? I see that Mr. Miller, director of region 3, 1s 
here with us. Mr. Miller, can you give us one or two examples? 

Will you speak of inside or outside the District, Mr. Miller? 

Mr. Miuuer. I can speak about outside the District. 

Mr. THomas. Which area, now, Maryland or Virginia? 

Mr. Minuier. My region includes the District of Columbia, Mary- 
land, Virginia, West Virginia, Puerto Rico, and the Virgin Islands. 
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This is a picture of the Calvert Building which the Veterans’ 
Administration occupies in Baltimore. We have some photographs 
taken of the condition of the outside of the building. The building 
is stucco and stone and is deteriorating very rapidly. 

Mr. THomas. I wonder if you would be good enough to hand those 
over here. 

Mr. Miutuer. On the back of each of those is a description of the 
photograph. You can see where the stucco is coming off. 

Mr. Evins. There are a great many buildings pictured here. What 
is this? 

Mr. Mriuuer. That is the post-office building. 

Mr. Tuomas. The replacement cost on the Calvert Building would 
be terrific, wouldn’t it? Do you have any buildings with leaky roofs? 

Mr. Mituer. We certainly do and many need replacement. 

Mr. THomas. What are some of the normal maintenance and 
repair jobs you are going to have to do? Do you have the problem 
that is current and common to all buildings, or what? 

Mr. Strospet. We have listed a major breakdown on page 78 of 
the categories of work. It includes the grounds and approaches, 
eectrical systems, heating, plumbing, sewerage, escalators, elevators, 
roof repairs, other structural repairs, painting and decorating, and 
miscellaneous repairs. 

Mr. Tuomas. Is there any economy to be gained by deferring these 
maintenance and repair jobs? What is your experience along that 
line? 

Mr. Stropent. No, Mr. Chairman. I think we have gone beyond 
the point to where we are in reverse economy. We have not had 
enough money to take care of preventive maintenance so instead of 
being able to prevent serious damage to take place, we now have to 
make major repairs. 

I might say, Mr. Chairman, that in supporting our request for 
more money to the Bureau of the Budget, we worked up a complete 
list of individual projects that would be given priority. 


BUILDING REPAIR SITUATION IN REGION 5 


Mr. Mansure. Mr. Skeen, the regional director from Chicago can 
tell us about conditions there. 

Mr. SkeEN. We have taken this approach, Mr. Chairman, on the 
maintenance of buildings. We have reviewed some of the methods 
used by universities and similar institutions that have about the same 
problem we do. Their money is set up on the basis of a percentage 
of value. The percentages that are used in some of the universities 
run from 1.1 to somewhere near 1.8 percent of the replacement value. 
hat formula would indicate a need somewhere near $3.5 million a 
year in region 5. I have studied the questions of how much money 
could be used and how much would be required to bring these buildings 
up to satisfactory condition. This has to be a long-term program. 

Mr. THomas. Repeat that again. What is the difference between 
private and educational institutions and the Government? 

Mr. SkkeN. We are getting about a half of 1 percent. 

Mr. THomas. What do they get? 

Mr. SkrEN. From 1.1 percent to 1.8 percent. 
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Mr. Tuomas. From one and a half times as much to three and q 
half times as much? 

Mr. Skeen. That is right. 

Mr. Tuomas. Where do you get that information and how correc 
is 1t? 

Mr. Skeen. We get it from the engineers responsible for the mainte. 
nance of plants suc h as the Univ ersity of Michigan and the University 
of Oklahoma. We have surveyed that on sev eral other universities 
They have a similar type of information. 

Mr. Tuomas. When you get this record back, I wish you would put 
in whatever details you may have. 

Mr. Sxeen. I will be happy to do that. 

(The information requested follows:) 

The Universities of Michigan and Oklahoma whose building maintenane 
programs compare favorably with the Government’s program provide funds fo: 
repair and alterations to buildings on the basis of a formula extending from 1. 
to 1.8 percent of replacement costs. Using a minimum of 1 percent for Federal 
buildings in the Chieago region having a replacement value of $351 million, a 
annual amount of $3,500,000 would be required to take care of recurring repairs 
and alterations. Funds available to region 5 in 1955 total $2 million. Accord- 
ingly, the requirements for the Chicago region are 75 percent in excess of the 
current fund availability. 

Applying this same percentage to the national program, 175 percent of the 
amount of $12 million appropriated for 1955 would be required. Thus $2 
million would be required for current repairs and alterations. This would 
provide no amount to apply toward the extensive backlog of work confronting us. 
An additional amount in the neighborhood of $8 million would provide for initia- 
tion of a program looking toward the elimination of the nationwide backlog of 
work estimated at $80 million. 

Although I am not positive of the total of the national picture, based on my 
understanding of the situation an annual total of $21 million for current repairs 
and alterations plus $8 million for reduction of backlog for the next 10 years 
should place our buildings in a proper state of repair and provide for a minimum 
of modernization. 


AMOUNT REQUESTED FROM BUREAU OF THE BUDGET 


Mr. Evins. How much money did you ask of the Bureau of the 
Budget for this program for 1956? 

Mr. SrroBEL. We asked for a total of $25 million. 

Mr. Evins. How much did they cut you? 

Mr. Stropet. The estimate was reduced to $20 million which, 
however, is an increase over 1955 of $8 million. 

Mr. Evins. An increase for next year of $8 million over what you 
had last year? 

Mr. Strospeu. That is correct. 

Mr. Evins. You are about $13 million short of what you think you 
should have? 

Mr. Meptey. We will still have a backlog of $78 million at the end 
of 1956. 

METHOD OF OPERATION 


Mr. Tuomas. Tell us how you would do this job. What care do you 
use to see that the taxpayer gets 100 percent of his dollars spent for 
this work? 

Mr. Poss. We use the appropriated money to the best advantage 
to protect the Government’s interest. We have a biannual inspection 
of the buildings to determine which work is most urgent for the 
Government to do at that time. 
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\Mr. THomas. Suppose you are going to spend $7,000 or $8,000 for 
building X. How do you go about spending that money? 

Mr. SrroBex. First we select the items that are in greatest need of 
immediate repair. We try to use contract methods of having this 
work done. 
by contract. 
‘Mr. Tuomas. Experience indicates that you can get more for your 
dollar by competitive bidding? 

Mr. Srropen. That is correct. 

Mr. Tuomas. You do this by open, competitive bid? 

Mr. Strospet. That is right. 

Mr. THomas. What is the smallest amount you put out on com- 
petitive bid? 

Mr. Srropet. We put out items even as small as $1,000. 
allowed to make direct negotiations for repairs up to $1,000. 
that we take competitive bids. 
toa very small minimum. 


By far the largest portion of this money is being spent 


We are 
Beyond 
Our force account labor is being kept 


HospiraALt FAcILuiries IN THE District or CoLUMBIA 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual 


1955 estimate | 1956 estimate 


Appropriation or estimate - - -- 
Unobligated balance brought forw ard_. 


Total available for obligation - . -- 
Unobligated balance carried forward 


Obligations incurred 


Obligations 


$8, 747, 154 


&, 747, 154 
—5, 671, 974 


3, 075, 180 


by activities 


$5, 671, 974 


5, 671, § 
—71,§ 


5, 000, 


$1, 


9 


610, 000 
671, 974 


281, 974 
266, 974 


015, 000 


ees = icminieeaas 
1954 actual 


Description 1955 estimate | 1956 estimate 


$1, 329, 720 
1, 745, 460 


$250, 000 
4, 750, 000 


$215, 000 
1, 800, 000 


Construction 


3, 075, 180 5, 000, 000 2, 015, 000 





Obligations by objects 





1954 actual | 1955 estimate | 1956 estimate 





; - oe SS $234 $500 | $500 
t Communication services---...-..----.-.---.-.---- 32 100 100 
6 Pr inting and reproduction nae : 7, 940 30, 000 2, 000 
‘ Other contractual] services ‘ 537, 013 278, 400 240, 900 

Services performed by other agencies_-_- 5, 231 

Supplies and materials_.__---- oe : 765 |_..- 

Lands and structures = a 5 809, 965 41, 500 
ll Grants, subsidies, and contributions... __- ss . 714, 000 4, 691, 000 , 730, 000 


OT a eee , 180 5, 000, 000 2, 015, 000 
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Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estima: 


Obligated balance brought forward. - | $4, 552, 600 | $5, 970, 159 
Obligations incurred during the year__-- - . | 3, 075, 180 | 5, 000, 000 


iz 627, 789 10, 970, 159 
Obligated balance carried forward __-. _.| —5,970,159 | —6, 820, 159 


Total expenditures... necanen ; 1 657, 630 4, 150. 000 


Expenditures are distributed as follows: 


Out of current authorizations- - ee } 1. 657, 630 { J 
Out of prior authorizations... ; . pees 4, 150, 000 


LIQUIDATION oF ContTRAcT AUTHORIZATION 


Amounts available for liquidation of obligations incurred under contract authorizations 


1954 actual | 1955 estimate | 1956 estimat 


Appropriation or estimate iad $4, 500, 000 $9, 700, (0 
Balance of appropriation to liquidate, brought forward from 


prior year 


Total available . __ ia dis tn jeneniasbls bilieasietg ibesemiannea aa ie 4, 500, 000 10, 500,000 
Total expenditures -- ieee ss pheiisactoech cmeaees ..---| —3, 700,000 — 10, 500, 00 


S00, 000 


Amounts available in excess of a carried 
forward to subsequent year... -__- oo et siete S acle S la cs a 800, 000 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimat 


Unobligated balance brought forward. _-.- as $19, 500,000 | $19, 500, 000 $1, 000, OM 
ps GIN ogc ceudcannsdenaws ; ioaee ...| —18, 500,000 500, 000 


Unobligated balance carried forward -___-__- 19, 500, 000 | 1, 000, ( 000 500, 000 


Obligations by activities 


Construction: 
1955_ ; : a . _ $18, 500, 000 


1956- 500, 000 


Obligations by objects 


10 Lands and structures: 
een... : f ; had $18, 500, 000 


1956_ = my = “ 500, 000 


Mr. THomas. Mr. Deneater, | at this point wil you insert in the 


record pages 85, 86 and 87. 
(The pages referred to follow:) 


“Hospital facilities in the District of Columbia’ 


1955 ese ‘ ; ; ; bene eke 


Change 1+ $1, 610, 000 


1956 _- 1. 610, 000 





2, 150 
15, 000 
35, 159 
35, 159 
00, 00) 


70, 000 
30), (0 


trons 


imate 


00, 000 
00, 000 


(0), 000 
00, 000 


00, 000 
00), 000 


00, 000 
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APPROPRIATION LANGUAGE 


‘Hospital facilities in the District of Columbia: For an additional emount for 
nses necessery in carrying out the provisions of the Act of August 7, 1946 (60 
898), as amended (65 Stat. 657), authorizing the establishment of a hospital 
nter in the District of Co'umbia, including grants to privete agencies for hospital 
ties in seid District, $1,610,000, to remain cvailcble until expended: Provided, 
That the limitation under this head in the Act of July 15, 1952 (66 Stat. 644), as 
imended, on the total amount to be provided for completion of grant projects, is 
nereosed from ‘$11,400,000’ to ‘$13,010,000'. 

{The appropriz.tion item under the heading ‘General Services Administration, 
hospitel facilities in the District of Columbia’ conteined in the Act epproved 
Julv 15, 1952 (66 Stet. 637), es amended, is hereby amended by inserting efter 
the word ‘Asylum’ at the end of the first proviso, as amended, and before the 
elon, the phrase ‘and Georgetown University Hospital’.’’J 


GENERAL STATEMENT 


1. Construction.— Under appropriations of $6,700,000 and contract authorizea- 
ion of $15 million a site has been accuired for a hospitel center end principel 
contreets awarded with completion scheduled for Mey 1957. It is estimated 
that payments to contrectors by June 30, 1956, will require additional appro- 
priztion of $9,700,000 for 1956, leaving $5,300,000 of unliquidated contract 
authorize.tion. 

“2. Grants.—Grants being mede to 6 privete agencies for improving their 
hospitel facilities have exhausted the $11,400,000 appropriated for this purpose. 
Public Lew 663, expproved August 26, 1954, authorized participetion by George- 
town University Hospitel which requires an additional appropriation of $1,610,000 
for 1956."" (From the budget for 1956.) 

Public Law 648, 79th Congress, approved August 7, 1946, as amended, author- 
ized appropriation of $35 million for (1) construction in the District of Columbia 
of a hospital center, and (2) grants to private agencies for hospital facilities in the 
District of Columbia. Appropriations and unliquidated contract authorizations 
to date total $33,100,000, leaving $1,900,000 available for appropriation. 

Construction contracts for the hospital center were awarded in November 1954. 
A study of financial requirements of that project discloses that the total allocation 
of $21,700,000 for the center will be needed. Accordingly, the unallocated balance 
of $1,900,000 is available for completion of the grant program. 

The Supplemental Appropriation Act, 1955 (Public Law 663, 83d Cong.), 
added Georgetown University Hospital to list of institutions eligible to participate 
in grants to private agencies. As all grant funds had previously been allocated, 
it is necessary to obtain an additional amount to provide for Georgetown Hospital. 


JUSTIFICATION 


The overall program for 1956, consisting of two projects, is as follows: 

1. Construction.—Detailed justification and financial program for the hospital 
center has been provided under appropriation item ‘Hospital facilities in the 
District of Columbia (liquidation of contract authorization).” 

2. Grants.—Publie Law 547, 82d Congress, appropriated $11,400,000 for making 
grants for hospital facilities to private agencies in Washington and limited them 
to five institutions. The Supplemental Appropriation Act, 1954 (Public Law 207 
83d Cong.), authorized the addition of Columbia Hospital. Grants for these six 
institutions require allocation of all funds provided for this purpose to date. 
The Supplemental Appropriation Act, 1955 (Public Law 663, 83d Cong.), added 
Georgetown University Hospital to the list, but provided no additional funds. 

Georgetown University Hospital recently submitted its estimate for expansion 
of facilities and requested a grant of $1,575,000. Current requirements of the 
grants program by institution, including Georgetown, follow: 
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Hospitals authorized for participation 


Grant allocations 
Estimate of 
cost 


(a) Children’s Hospital of the District of Columbia, 13th and 

W Sts. NW $3, 328, 613 $441, 913 
(5) Providence Hospital, 12th and Varnum Sts. NE 8, 194, O80 4, 097, 040 
(c) The Lucy Webb Hayes National Training School for 

Deaconesses and Missionaries, including Sibley Memo- 

rial Hospital, American University Campus 9, 382, 000 , 4, 691.00 
(d) Eastern Dispensary and Casualty Hospital, 708 Massa- 

chusetts Ave. NE 2, 001, 000 1, 000, 500 
(e) National Homeopathic Hospital, 2d and N Sts. NW 310, 000 
(f) Columbia Hospital for Women and Lying-in Asylum, 

25th and L Sts. NW , 427, 000 713, 500 
(g) Georgetown University Hospital, 38th and Reservoir Rd. 

NW 3, 150, 000 


Subtotal ; 27, 792, 693 12, 673, 953 
Program administration..__. : 7 ; 336, 047 


Total re ; P , 792, 693 13, 010, 000 
| 


Based on the revised requirements, an additional appropriation of $1,610,000 
is needed to permit participation of Georgetown University Hospital, including 
additional amount for program administration and contingencies: 


Total estimated requirements for grants_ - -- ; ; ...-. $13, 010, 000 
Amount appropriated a Ba ..—11, 400, 000 


This estimate 1, 610, 000 


Upon approval of this estimate, there will remain an unappropriated balance 
of $290,000 of the $35 million authorization. 


Hospital facilities in the District of Columbia (liquidation of contract authorization 


ion el ae ale saa eana $4, 500, 000 
Change_______- ata tia ne ie 200, 000 


BO es ii xs sek 9, 700, 000 


APPROPRIATION LANGUAGE 


“Hospital facilities in the District of Columbia (liquidation of contract au- 
thorization): For payment of obligations incurred pursuant to authority provided 
under the head “Hospital Center, District of Columbia,’’ in the Independent 
Offices Appropriation Act, 1949, to enter into contraets for construction, 
[$4,500,000] $9,700,000, to remain available until expended: Provided, That this 
amount may be disbursed through the appropriation ‘Hospital facilities in the 
District of Columbia’, but shall be accounted for separately therein.”’ 


GENERAL STATEMENT 


“Of the total contract authorization of $19,500,000, provided under the head 
‘Hospital facilities in the District of Columbia’, it is proposed to liquidate 
$9,700,000, in addition to $4,500,000 provided for that purpose in 1955, leaving 
unfinanced contract authorization of $5,300,000. 

“Unfinanced contract authorization.—Status of the unfinanced balance is: 


1954 actual | 1955estimate 1956 estimate 


Unfinanced balance at beginning of year__----- hedeceesaial $19, 500,000 | $19,500,000 | $15, 000, 000 
Appropriations applied to contract authorization -_-_-- ae = 4, 500, 000 9, 700, 000 


Unfinanced balance at end of the year-- ‘ 19, 500, 000 15, 000, 000 5, 300, 000” 


(From the budget for 1956.) 
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Under authorization provided in Public Law 648, 79th Congress, as amended, a 
limitation of $21,700,000 was administratively established for construction of a 
hospital center in the District of Columbia. A site was selected and excavation, 
grading, and construction of roadways begun in October 1953. Award of the 
prime construction contract was made in November 1954 for completion in May 
1957. 

JUSTIFICATION 


The Independent Offices Appropriation Acts for 1948 and 1949 provided a 
total obligation availability of $21,700,000 for the center, consisting of $2,200,000 
n cash and $19,500,000 in contract authorization. Following is a summary of 
actual and estimated obligations and expenditures for the project based upon 
time schedule outlined above: 


Expenditures 


From liqui- 
dation of 
contract au- 
thority 


‘iscal year Obligations . 
Fiscal year ligatio From initial 


appropria- 
tion 


Through 1953 nee $286, 991 $275, O85 $275, ORS 
1954 j ss a ‘ . ‘ , 329, 720 642, 300 642, 300 
1955 ati edna bie anc 18, 750, 000 800, 000 $3, 700, 000 4, 500, 000 
156 scctcacal ease eka : 715, 000 200, 000 , 500, 000 10, 700, 000 
ae " = 618, 289 282, 615 5, 300, 000 5, 582, 615 


I i oh a aoe os ad cae 21, 700, 000 2, 200, 000 9, 500, 000 21, 700, 000 


Progress payments to contractors from appropriations made to liquidate con- 
tract authorization are estimated to require cumulative expenditures of $14,- 
200,000 through 1956. Appropriations to date to liquidate contract authoriza- 
tion total $4,500,000. An additional appropriation of $9,700,000 will be needed 
to liquidate contract authorization through 1956, leaving an unappropriated 
balance of contract authorization of $5,300,000 for subsequent liquidation. 

Mr. Tuomas. How about your hospital facilities program? 

Mr. Strawser. In hospital facilities there are two programs. 
One is construction of the general hospital on land bought from the 
Soldiers’ Home. The other is the grant program for certain hospitals 
in the Washington area. 


STATUS OF THE DISTRICT OF COLUMBIA HOSPITAL CENTER 


Mr. Tuomas. What is the status of that program now? 

Mr. Strrawser. An initial contract was let last fall for roads and 
grading. The prime construction contract was awarded November 
10, 1954. 

Mr. THomas. What was the total authorization, $15 million? 

Mr. Srrawser. The complete authorization for both grants and 
construction was $35 million, of which $21,700,000 was established 
for the hospital center at Soldiers’ Home. 

Mr. THoomas. How much money will it take to liquidate your 
liability here? 

Mr. Srrawser. We estimate, based upon the contract work now 
going on, that we will require $9,700,000 for fiscal year 1956 to meet 
the progress payments under the contract. It is a liquidation of 
existing contract authorization. An additional $1,610,000 is included 
for Georgetown University Hospital under the grant program. 

Mr. Puiuurps. You set up some money for grants to private hos- 
pitals for construction in the District of Columbia? 

Mr. Srropet. Yes, sir. 





870 


Mr. Puiuurps. I see you have one on the American University 
campus. Where do you get authority to spend any money on that 
hospital? When we authorized the money initially we specified the 
hospitals that would be included in that program and that was not 
one of them, as I recall. 

Mr. Men ey. Sibley? 

Mr. Puruures. Yes. I am asking under what authority you can 
spend any money on that hospital? 

Mr. Meptey. That is one of the hospitals originally authorized. 

Mr. Puruuirs. Was Sibley authorized? 

Mr. Meptey. Yes. Authorization for Georgetown and Columbia 
was made subsequently. 

Mr. Putuuires. I was not aware that Sibley was in the program, 
Surely it was not at the site you now propose to build it? 

Mr. Exuiorr. That is correct. They did not have a site at the 
time the act was passed. 

Mr. Strrospe. But since the zoning decision they are going ahead 
with the plans. 

Mr. Puruuirs. Do you think you are authorized to spend money 
there for a hospital? 

Mr. Exuiotrr. Yes. If they have cleared up all their difficulties, 
If they have not, we would not advance them a grant until they had a 
clear right to do so. 

Mr. Mepuey. We have not advanced any money yet. 

Mr. Puriuuies. Georgetown was not on the list and you are asking 
for authority for that? 

Mr. Mepuiery. Georgetown was added by the Senate in the 1955 
supplemental bill. 


U.S. Post Orrice anp CourtHoussr, Nome, ALASKA 


Amounts available for obligation 








1954 actual | 1955 estimate | 1956 estimate 





pe ND oi. ic ck con cnks capac stnn cee deunsladice ed dak ded bbsarcnddses ; $1, 200, 000 
Unobligated balance carried forward | —135, 000 


Obligations incurred 1, 065, 000 


Obligations by activities 


| | 
Description | 1954 actual 1955 estimate | 1956 estimate 





1. Supervision ba $7, 000 
Ri IR ini cdinnigenedarinas dcaaudeteiendene ase ae ee 1 iain minabahot ae 1, 058, 000 


Obligations incurred 1, 065, 000 





Obligations by objects 


Object classification | 1954 actual | 1955 estimate | 1956 estimate 


Travel i $1, 000 
PN OU as enti eal aan mibeiene quae ‘ 2 1, 000 
Other contractual services. . - .- 5, 000 
Re OU AIOE «0. hh bb ob hLbb atic de addeeed a bindiet« | 1, 058, 000 


Obligations incurred : 1, 065, 000 
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Analysis of expenditures 


| 1954 actual | 1955 estimate 1956 estimate 


Obligations ineurred during the year 
Obligated balance carried forward 


Total expenditures (out of current authorizations) ------ a aa a Ts 


—_—_—— 


Mr. Tuomas. Mr. Reporter, insert pages 90 and 91 in the record at 
this point. 
(The pages referred to follow:) 


‘United States Post Office and Courthouse, Nome, Alaska”’ 


aa 0 
_ +$1, 200, 000 


1, 200, 000 


APPROPRIATION LANGUAGE 


“United States Post Office and Courthouse, Nome, Alaska: For construction of a 
building in Nome, Alaska, for use as a United States post office and courthouse, 
pursuant vo the provisions of the Public Buildings Act of May 25, 1926, as amended 
40 U. 8S. C. 841), $1,200,000, to remain available until expended.” 


GENERAL STATEMENT 


“Construction of a new post office and courthouse at Nome, Alaska, is necessi- 
tated by deterioration of the present building due to subsoil conditions to the 
point where it should be abandoned. The new building is estimated to cost 
$1,335,000. Site acquisition and preparation of plans are in process financed by 
funds previously provided for that purpose. Contract award is scheduled for 
January 1956 with completion in 1958. An appropriation of $1,200,000 in 1956 
is required for construction cost’’ (from the budget for 1956). 

The present United States post office and courthouse at Nome, Alaska, com- 
pleted in 1938, is currently occupied by 10 Government agencies. The building 
is of wood construction, supported on a timber mat foundation 3 feet below first 
floor level. That portion of the 3-foot space not used for construction was filled 
with gravel. Soil supporting the mat was reported frozen to an indefinite depth. 

Since the building has been occupied the building heat, gradually warming the 
gravel fill in the foundation, was transmitted to the soil. This heat plus surface 
water thawed frozen ground beneath the foundation, causing irregular settlement 
of the building. This irregular settlement is continuing and the building has 
deteriorated so that the steam lines do not drain properly, thus making it difficult 
to maintain proper heat. Furthermore, the windows cannot be properly closed. 
As a result, employees in the building are not provided a proper place for perform- 
ing their duties in near Arctic climate. 

In 1946, the Corps of Engineers, United States Army, made a soil investigation 
and recommendation. Their investigation showed frozen soil varying from 6 
inches to 42 feet below the surface. In some cases a stratum of unfrozen soil was 
below the frozen soil. The soil encountered was generally sand, sand and gravel, 
With some thin layers of sandy loam. 

The Corps of Engineers in their report of June 1948 recommended, in part, as 
follows: ‘‘* .* * that use of the building continue without major repair and 
that immediate steps be taken to obtain the necessary authorization and funds 
to construct a new post office and courthouse in the near future.” 

Investigations of conditions clearly indicate that the building must be aban- 
doned in the near future unless extensive work is done, costs of which would be 
out of proportion to value of structure. A new building is included in House 
Document No. 212, 83d Congress, with a limit of cost of $1,780,000. 

It is proposed to acquire a new site and construct a building under a total 
estimated cost of $1,335,000. Acquisition of site, design of the building and 
other expenses preliminary to construction, estimated to cost $135,000 will be 
financed from funds presently availabie, leaving $1,200,000 to be appropriated 
for construction, including supervision and inspection costs. 





JUSTIFICATION 


The estimate for 1956 provides for construction of a 3-story office building 
and a separate 2-story building for boilerroom and tanks. Appropriate sites z 
Nome are along the single main street. One side has permafrost in the subsojj 
It is now believed practicable to design and construct a building which would 
eliminate difficulties due to permafrost which have been experienced with presen; 
structure. The other side of the street is free from permafrost, but it is adjacen; 
to the estuary and cost of special foundation work will be about the same as fo, 
permafrost conditions. 

The new building would rest on piles and consist of a mechanical floor and 3 
stories; structural steel frame; sides and roof covered with prefabricated ingy. 
lated panels; insulated mechanical floor of reinforced concrete 4 feet below first 
floor and 3 feet 6 inches above ground; other floors of steel panels with concrete 
fill; insulated flat roof with composition roofing. Boilerroom and tanks would 
be in a separate reinforced concrete building two stories high. The overall gross 
floor areas would be 24,000 square feet. 

Cost of constructing a building in Nome area is from 3 to 4 times higher than jp 
the United States for the following reasons: 

1. Construction of a building on permafrost or adjacent to tidewater 
which requires expensive foundation and costly preparations, 

2. All materials, except concrete aggregates, must be imported, 

3. Ocean freight rate is high, and, as there is no harbor, all material must 
be lightered to shore from a ship anchored approximately 14 miles out. 

4. Short working season from the early part of June to the middle of 
September. 

5. High cost of common labor and requirement that most mechanics must 
be sent from the States with added cost of travel and subsistence. 

6. Possibility that project must be closed down during winter months 

7. Requirement that water supply and sewage disposal be provided under 
adverse conditions. This pertains especially to sewage disposal which re- 
quires heat for septic tanks in permafrost soil. 

It is estimated that $1,200,000 will be required for construction (exclusive of 
cost of site, design and other expenses to be financed from funds presently avail- 
able.) A suitable site can be selected and drawings and specifications completed 
about November 1, 1955. The prime construction contract would be scheduled 
for award January 1, 1956, for completion in 24 months. The extended period of 
time required for completion of the project is due to the short working season iu 
Nome. 

Upon completion of the new building, use of the present structure will be dis 
continued, the property sold, and proceeds covered into the Treasury. 


Mr. Tuomas. What about this Alaska proposition? Was. this 
passed last fall? 

Mr. Srrawser. No, sir. This is for the replacement of a building 
in Nome, Alaska, that is in very bad condition. As you will see on 
page 90 of the justific 


LEGISLATIVE AUTHORIZATION 


Mr. Tuomas. I see it in the budget for 1956, but did it require 
any legislat ion? 

Mr. Srrawser. No, sir, the Public Buildings Act of 1926, as 
amended, covers the authorization for replacement of the existing 
building. 

Mr. Tuomas. Which legislative committee has jurisdiction ove! 
this? 

Mr. StrawseEr. It would be the Public Works Committee. 

Mr. Tuomas. Has it been cleared with them? 

Mr. Srrawser. I don’t believe we have taken it up formally with 
the Public Works Committee. 

Mr. Tuomas. Don’t you think it should be specifically authorized 
before it is brought in here? 





ding 
es in 
bsoil, 
rould 
pSent 
aCent 
S for 
nd 3 
insu 

first 
crete 
vould 
OT Oss 


an in 


Vater 


must 
le of 
must 
hs 

inder 
h re 
ve of 
LVail- 
leted 
luled 
od of 


on in 


 (lis- 
this 


ding 
2 On 


uire 


, as 
ting 


over 


with 


ized 


873 


Mr. Strawser. It has been our finding, sir, that the 1926 act 
gives us ample authorization for replacement of the existing building, 
which has deteriorated badly due to subsoil conditions. 

Mr. THomas. $1,200,000 will get the job done? 

Mr. Srrawser. Yes, sir. 

Mr. Tuomas. And it is a 100 percent Federal contribution, isn’t it. 

Mr. Srrawser. Yes, sir. It is a Federal building. 

Mr. Evuiorr. Under the 1926 act there is a general authorization 
for courthouses and other standard-type public buildings subject to 
a specific recognition through an item in an appropriation, 

Mr. Puttures. Does this cover only replacement of existing 
buildings? 

Mr. Exuiorr. No, sir; the general authorization is broader than 
that. It covers new buildings also, provided we had a_ specific 
appropriation. 

Mr. OstertaG. The money must first be appropriated, am I correct 
in saying that? 

Mr. Evuiorr. Not only that, but we have to have specific recogni- 
tion of the project. 


LEASE-PURCHASE PROGRAM 


Obligations by objects 


Object classification 1954 actual | 1955 estimate | 1956 estim: 


Tota] number of permanent positions_ ous ll 
Average number of all employees - - - 10 
Number of employees at end of year - - . 7 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


Personal services: 
Permanent positions -- ‘ : 515 
Regular pay in excess of 52-week base sito igh 385 


Total personal services__-- ~~. 52, 51: 900 22, 000 

02 Travel__ j ‘ ; 2, 400 7, 400 
(4 Communication services--.-- ; : : S<« , 600 200 
Printing and reproduction --_----- , F : 5, 400 26, 100 
7 323, 667 , 800 

ts Supplies and materials___------- sou : 2, 700 , 500 
0) Lands and structures. -....------- 7 - 23, 000 O00 


Obligations incurred ea , 002, 667 2. 825, 000 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual 1955 estimate | 1956 estim: 


Obligated balance brought forward __.-..---- nin ig RTE aes $1, 498, 717 $1, 260, 294 $562, 
Obligations incurred during the year-._.--- ‘ 81, 925 1, 002, 667 2, 825, 


, 580, 642 2, 262, 961 3, 387, 
Adjustment in obligations of prior years. -- Rae ose ae —103, 330 
Obligated balance carried forward seed bea nebite 294 961 


Total expenditures (out of prior authorizations) .__--- 217, 018 000 


Mr. Tuomas. Insert pages 94, 96, and 96 in the record. 
(The pages referred to follow:) 
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LEASE-PURCHASE PROGRAM 
APPROPRIATION LANGUAGE 


“The aggregate of annual payments for amortization of principal and interp 
thereon required by all purchase contracts entered into during the fiscal year 1959 
pursuant to the Public Buildings Act of 1949 (63 Stat. 176), as amended by ti; 
Public Buildings Purchase Contract Act of 1954 (68 Stat. 518), shall not exceed th, 
unused portion of the $5 million limitation applicable prior to July 1, 1955, uni» 
section 411 (a) of the said Public Buildings Act of 1949, as amended.”’ 

The unobligated balances of the funds made available by section 1 (a) of | 
act of June 14, 1946 (60 Stat. 257), the Second Supplemental Appropriation Ac 
1950, and the General Appropriation Act, 1951, for the acquisition of sites ap¢ 
the preparation of drawings and specifications for Federal public buildings proje; t 
outside the District of Columbia, as authorized by title I of the act of June 1; 
1949 (63 Stat. 176), as amended, and by the act of May 25, 1926 (44 Stat. 630) 
as amended, shall be available also for expenses of preparation of drawings ay 
specifications, by contract or otherwise, acquisition of sites where not otherwiy 
provided for, including soil investigations and tests, and administrative expenses 
for carrying out the purposes of the Public Buildings Purchase Contract Act of 
1954 (Public Law 519, 88d Cong.), approved July 22, 1954. 


GENERAL STATEMENT 


The Public Buildings Purchase Contract Act of 1954, approved July 22, 1954 
adds another link to GSA’s authority to provide space required for the Gover 
ment’s operations. 

It augments (1) the straight leasing method, which is useful for short term or 
indeterminate requirements, and (2) direct Federal construction which, becaus 
of budgetary policies, has been used sparingly for many years. The new law 
permits acquisitions of buildings needed for permanent activities on a pay-as-you 
go basis similar to the method by which homes are acquired by individuals, 

Buildings meeting the criteria of need and permanence will be constructed wit) 
private capital, and will be purchased by equal annual payments for amortization 
of principal with interest thereon over a period of not less than 10 nor more than 
25 years. At the end of the period, title in the property will vest in the United 
States. During the contract period, the property will remain on the local ta 
rolls and the contractor will be reimbursed for all taxes paid. 

The following principal steps will be taken in order to comply with the pro 
visions of the law and satisfy the practical considerations involved: 

1. Selection of projects by GSA as to urgency of need. 

2. Certification of need by the head of each agency for which facilities ar 
to be provided. 

3. Development of prospectus by GSA and submission to Bureau of the 
Budget for certification that the project ‘‘is necessary and in conformity with 
the policy of the President.” 

4. Submission of prospectus, together with statement of Director, Bureau 
of the Budget to Committees on Public Works of the Senate and House for 
approval. 

5. Acquisition of site, by option to be transferred to successful bidder, ot 
otherwise, including topographical surveys and borings. 

6. Preparation of drawings and specifications, generally by private arcli- 
tects and engineers. 

7. Solicitation of bids for financing and construction. 

8. Review and approval of proyosed contracts by Director, Bureau of the 
Budget. 

9. Award of contracts to successful bidders. 

10. Construction of the building. 

11. Acceptance and occupancy of building, and start of annual paymenis 
by Government. 

12. Transfer of title to United States at end of contract period. 

Control over the dollar volume of construction which may be contracted for by 
GSA will be exercised by the Congress through the media of limitations in appr 
priation acts. Limitation applies to the maximum aggregate annual paymetl 
for amortization of principal and interest under contracts executed. 

The act was passed subsequent to the enactment of appropriation bills. Ther 
fore, the limitation of $5 million for 1955 was included in the authorizing 4 
Beginning with 1956 specific limitations will be required through the appropriatio 
process. 
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Criteria for constructing buildings 


The Federal Government has not undertaken a substantial program for con- 
struction of office space since the beginning of World War II. Consequently, 
GSA staff of architects and engineers has been reduced and efforts confined largely 
to a few construction projects for special-purpose buildings and repair and im- 

: provement projects of existing buildings. As a result, some of the current design 
by the standards for construction of new office facilities may lack advantages of tech- 
ped the nological progress which has been accomplished during the last decade. 
under Buildings acquired by the Federal Government under the Public Buildings 

, Purchase Contract Act of 1954 must be in keeping with the most modern com- 
of the mercial practices and technological advancement. To insure the achievement of 
n Act, this objective, a complete review of the design standards is being made. 

28 and This review is being performed by an advisory committee of architects, engi- 

rOjects neers, and building operators from private industry appointed for this purpose. 

et It is expeeted that the committee work will be completed about April 1, 1955. 

. OSU 

rs and Status of projects 

er wise Following approval of the act of July 22, 1954, prospectuses for 29 projects 

ETISeg were simultaneously filed with the two congressional Public Works Committees 

Act of and the Bureau of the Budget. Copies were also furnished the Committees on 
Appropriations. F 

The time element following approval of the act (July 22) and congressional 
adjournment (August 20) was short. Consequently, the prospectuses were pre- 
pared hurriedly. The estimates were based on (a) space requirements of record 
in GSA and (6) existing design and construction standards. Likewise, time did 
not permit the review and certification by Director, Bureau of the Budget, prior 
to the submission of prospectuses to the Public Works Committees. 

All 29 projects were approved by resolutions of the House Public Works Com- 
mittee, subject to obtaining subsequent certification from the Director, Bureau 
of the Budget. However, none of the projects were approved by the Senate 
Public Works Committee and, therefore, no final approval on any one project 
has been obtained. Although the Senate Public Works Committee held hearings 
on a limited number of projects, it is understood that the Senate Committee 
deferred the matter for consideration during the 84th Congress. 

Certification by the Director, Bureau of the Budget has been delayed on several 
projects, pending resolution of problems relative to estimates of cost. 


r 1958 


EXPLANATION OF CHANGES IN LANGUAGE 


Due to uniqueness of program, and the adoption of a cautious approach to 
insure maximum economy and efficiency, the program has proceeded slowly. As 
experience is gained, it can be stepped up. For these reasons a definitive program 
for 1956 has not yet been developed. 

Upon the completion of the work of the Industry Advisory Committee in re- 
viewing design and construction standards and consideration and approval of 
projects already submitted to the Senate Public Works Committee, a firm program 
for 1956 will be developed and supplemental estimates for increased limitation 
and funds will be proposed. 

Pending these developments, interim authority is requested to permit continu- 
ation of the program within limitations heretofore enacted. 

Two new paragraphs are proposed to be added to the General Services Admin- 
istration section of Independent Offices appropriation bill, 1956, which will extend 
availability of balances of present limitations and funds into that year. 

1. The first paragraph is new and would extend to June 30, 1956, the 
unused portion of the $5 million limitation available prior to July 1, 1955 as 
established in section 101 of the Public Buildings Purchase Contract Act of 
1954, 

2. The second paragraph is a repetition of a section of the Supplemental 
Appropriation Act, 1955, Public Law 663, 83d Congress, which makes balances 
of certain prior appropriations available for drawings, specifications, and 
administrative expenses of the lease-purchase program and, as amended, also 
authorizes acquisition of sites, soil investigations and tests. 

No funds are required through 1956 for amortization and interest payments to 
contractors, but some additional funds may be necessary for sites and design for 
There the 1956 program. 
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Mr. Tuomas. For this item you have only language and no money 
Is that correct? 
Mr. Srrospev. That is correct. 


OPERATION OF LEASE-PURCHASE PROGRAM 


Mr. Tuomas. Break it down as to jurisdiction between General 
Services and the Post Office Department and generally give us a good. 
clear statement for the record here. 

Mr. Stropet. When the law was signed July 22, 1954, we were 
asked to submit very quickly prospectuses on projects within the $5 
million limitation that was established for fiscal year 1955. 

Mr. Tuomas. What is the basis for establishment under the law of 
one of your projects? The law gives jurisdiction to the General 
Services Administration and the Post Office Department. Explain 
the difference between the two. 

Mr. Srrospe.. The law recognizes two parties, GSA and the Post 
Office. The Post Office Department has full jurisdiction, when it 
concerns 100 percent postal facilities. When it is a multipurpose 
facility—such as a post office, plus other Federal facilities, courts, 
and so forth—it is under the jurisdiction of GSA. 

Mr. Tuomas. Under your jurisdiction how many projects did you 
submit last year and what happened to them? 

Mr. Srropeu. Last year, we submitted a total of 29 projects which 
was just about the limit we could undertake under the $5 million 
limitation. Unfortunately, we had to submit to the Bureau of the 
Budget and the Public Works Committee simultaneously. The law 
prescribes we must seek and obtain certificates from the Bureau of 
the Budget that the project is necessary and in conformity with the 
policy of the President before we submit them to the Public Works 
Committees of the House and Senate. As I said, unfortunately that 
could not be done last year, on account of the lack of time. 


FUNDS AVAILABLE FOR PROGRAM 


Mr. Tuomas. The original act placed a limitation of $5 million on 
your activities. That was for what period of time? 

Mr. Strospet. That was for fiscal year 1955. 

Mr. Tuomas. Did you have any money under the $5 million 
authorization? 

Mr. Srrose. No, that is not an appropriation. It is a limit set 
on the aggregate of yearly payments, constituting amortization of 
principal and interest for the commitments that we would make 
within fiscal year 1955. 

Mr. Tuomas. But you don’t have a penny? 

Mr. Stropex. We are not asking for any funds in 1956 for this 
program. 

The 29 projects that we submitted—— 

Mr. Tuomas. In other words, does it come out of your big operating 
item here? 

Mr. Srrose.. Not all the money. 

Mr. Tuomas. How will you budget it? 

Mr. Srrospet. There are two purposes for which we need money 
after the projects have been approved by the committees. We need 
money for either acquiring land, or taking options on lands, and for 
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having plans and specifications made. After completing drawings 
and specifications, we are ready to go into the open market and get 
competition on financing and construction. 

Mr. Tuomas. Assuming these projects are approved in a reasonable 
length of time, vou will be back here with a deficiency, then? 

Mr. Srropev. I think that we will be able to operate through the 
balance of 1955, using available money that was originally appro- 
priated for acquisition of sites and design of buildings. 

\Mr. Toomas. When? 

Mr. Srrawser. That was under the appropriations, ‘Sites and 
Planning, Public Buildings Outside the District of Columbia” and 
“Construction, Purchase, Remodeling and Designing, Public Buildings 
Outside the District of Columbia.”” They were made about 7 or 8 
years ago. 

' Mr. Tuomas. A long time ago. 

Mr. StrrawseEr. Yes, sir, subsequently, the program for the design 
of projects for future construction was stopped and the balance was 
reserved by the Bureau of the Budget. 

Mr. THomas. You had that money reserved by the Bureau of the 
Budget a long time ago? 

Mr. Srrawser. The Congress in the last session authorized the 
use of that balance for the administration of the new lease-purchase 
program, as well as the design of projects. 

Mr. THomas. How much is left in that fund? 

Mr. Srrawser. There is roughly $3 million of which sum we will 
have to use a portion to meet excess awards by the courts in pending 
site condemnation cases under the old program. It is estimated 
about $2.8 million will be available for this program. 


POST OFFICE CONSTRUCTION 


Mr. Vursetut. Assuming that out in my district they wanted to 
build a post office and it required the cooperation of the GSA and the 
Post Office Department. Do you mean that funds available for 1955 
are all committed? It so, would I be right to believe that inasmuch 
as you are not asking any funds for 1956, that it would require waiting 
until 1957 before we could reasonably expect to proceed with the 
project? 

Mr. Srropeu. No, sir. Projects that are under consideration now 
will be handled without asking for additional money at this time. 
In fact, we are presently engaged in preparing submissions of indi- 
vidual projects for fiscal year 1956. 

Mr. Vursetu. The thought that prompts my question is that 
within the last 3 weeks, your organization has been asked to cooperate 
with the Post Office Department on a case in point to which I referred. 
This case, if you folks should approve the building, would not neces- 
sarily be delayed, but might have some attention in 1956; is that 
right? 

Mr. Srropet. That is correct. It is the intention to establish a list 
of projects which later in the spring, we will review with the Bureau 
of the Budget. This review will determine the amount that may be 
submitted to Congress as a recommended limitation for our operations 
under this program in 1956. 

Mr. Vurseiyi. Thank you. 


58616—55—pt. 2——6 
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Mr. Mansure. Congressman Vursell, Mr. Medley would like to 
go into that later at your convenience. 

Mr. Evins. Concerning portions of the Lease-Purchase Act which 
you administer, Mr. Mansure. Let us suppose the Post Office 
Department owns land for the building of a post office, and suppose 
in a designated community you have ample local financial interest 
which is ready to move in and put up a post-office building on a lot 
which the Government owns, what steps should be taken to initiate 
such a program and get it underway and get the job done? 

Mr. Mansure. First, if you are going to have a post office you 
have to justify the need—— 

Mr. Evins. Let us assume that the Post Office Department shows 
a need for one in that city. 

Mr. Mansure. Then, the steps would be as outlined by Mr. 
Strobel, that the Post Office shows that they have a need for this 
building. ‘Then we review all of the other agencies that would be in 
the building, because that would be a combination post office and 
Federal building. 

Mr. Evins. Let us take the example of a post-office building only 

Mr. Mansure. Then it is entirely up to the Post Office. We 
would not come into it. 

Mr. Evins. The Post Office Department would not cooperate with 
your agency at all in such a case, as such would not be necessary—is 
that correct? 

Mr. Mansvure. There would not be any need of cooperating because 
that would be solely a postal decision. They might even decide to 
rent space and not use this purchased land. 

Mr. Evins. It is only where some other agency also needs space that 
you come into the picture? 

Mr. Mansure. That is right, where it is a combination post office 
and Federal building. That is one of the situations. 

There are two titles to the Lease-Purchase Act. One of them covers 
post offices, and the other combinations of post offices and space for 
other agencies. 

Mr. Evins. You submitted a list to the Public Works Committees 
last year of certain projects needed. How did you go about selecting 
those you put on that list? 

Mr. Mansure. We gave you a little pamphlet yesterday. I think 
that is something we should go over very quickly, just quickly instead 
of all of the details. 

Mr. Srrosev. For a multipurpose building coming under the juris- 
diction of GSA, we ask for the recommendation of the local region 
handling that location. 

Mr. Mansure. That is, the GSA region. 

Mr. Srroset. If our regional office comes in with a recommenda- 
tion to proceed with such a project on the basis of urgent and per- 
manent needs, then we proceed to get certificates of need from ‘the 
proposed using agencies. We work up schedules and budget esti- 
mates, and prepare a prospectus which answers the questions that 
the law requires in our submission to the Public Works Committees. 

After obtaining all of the information, we then seek the approval 
of that project from the Bureau of the Budget. If they concur in 
the fact that the project is needed, and it is in accord with the policy 
of the President, the Budget Bureau gives us such a certificate. Then 
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we submit our official application to the Public Works Committees 
of the House and the Senate. Their approval, provided we are 
within the limitation for the overall operation for the fiscal year we 
are operating in, is our authorization to proceed. 

Mr. Evins. What is that limitation that is imposed upon GSA in 
this matter? 

Mr. Stroset. A limitation of $5 million on total annual payments, 
representing amortization and interest only, was set up for the year 
1955. No limitation has been requested yet for the fiscal year 1956. 
We are asking for the continuation of the unused portion of the 1955 
limitation into 1956. 


APPROVAL OF PROPOSED PROJECTS 


Mr. Evins. What success are you having in getting your submis- 
sions approved? 

Mr. Strose.. I might say that our program last year got off to a 
flying start, but very soon came to a roaring stop. We got full 
approval of 29 projects from the House committee, but we have not 
as yet had a single project fully approved. 

Mr. Tuomas. What about the Post Office Department; did they 
get any approved? 

Mr. Strrospeu. The Post Office people submitted, I believe, 4 or 6 
projects amounting to a total cost of under a million dollars. 

Mr. Tuomas. Under $1 million? 

Mr. SrroBe.. Yes. 

Mr. Tuomas. Go ahead, Mr. Strobel. 

Mr. Strospe.. I think they have gotten some actual approvals, but 
I am not certain. 

Of the 29 projects originally submitted, we have approval from the 
Bureau of the Budget of a total of 8 projects. When we get the 
approval from the Public Works Committee from the Senate, we will 
be in a position to proceed with those particular projects. 

Mr. Evins. Let us not shift the problem to the Congress or the 
Senate. We have passed this act and have given you the responsi- 
bility of administering it. There is a list of 29 projects, apparently, 
submitted by your agency to the Bureau of the Budget. How many 
are there on this list of 29 with which you are familiar? 

Mr. Stroseu. Eight of the projects on that list have been approved 
by the Bureau of the Budget. 

Mr. Evins. How many are underway, if any? 

Mr. Stropen. They are practically all under consideration. 

Mr. Evins. All of the 8 or all of the 29? 

Mr. Strosev. No; practically all of the 29. We have changed our 
mind on about 4 or 5 of these 29 projects, but we are filling other 
projects in. 

Mr. Evins. It just seems to me, to make an observation, that it is 
a rather slow and cumbersome procedure, and not very successful. 
This act was passed last year and I know of cities in which there is a 
need for Federal buildings and in which they have been unable to 
get them for 15 or 20 years. There have not been any Federal 
buildings built, at least, in small towns and small communities, since 
the early 1930's. The war came along and stopped public construc- 
tion as critical material was short. Then they thought the situation 
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was about to be opened up when we passed this act, but very little 
was done. I should like to see the program get rolling and in high 
gear. 

Mr. Mansurn. One of the problems is that the act was passed 
only last August. The House Public Works Committee has acted 
very rapidly. 

Mr. Puitures. Do you think the intent of the act was to make it 
possible to build, we will say, a post office in a very small community, 
or was it, as I think the General Services has been compelled by the 
act and by the amount of money to interpret it, to build multiuse 
buildings in larger cities? 

Mr. Evins. Under the act the buildings were to be built where 
needed, provided private capital was available. 

Mr. Puiuures. | think you would get them faster if private capital 
built them. 

Mr. Evins. Perhaps, but the purpose of the act was to have them 
built where needed, provided private capital was available. Private 
capital is available and there is a need, but the administration has 
kept it from getting underway. 

Mr. Puruures. I do not think it is the administration. I think it 
is the Senate. Suppose we went into a program of building post 
offices in small communities like you have in your district and | have 
in mine, how much money would be required for a program of that 
kind? It would be astronomical, would it not? 

Mr. Mansure. A small post office would run you around half a 
million. 

Mr. Evins. I am talking about $40,000 and $50,000 buildings 
buildings in small towns, not our big metropolitan centers. 

Mr. Srrospeu. Thosé would practically all be Post Office Depart- 
ment projects. We would not be concerned in that. 

Mr. Putuuies. The cost of such a program would be astronomical. 

Mr. Mepuey. Mr. Evins, I would like to point out one other thing, 
and that is that the law itself has some pretty stringent requirements. 
It points out eight things we have to do. 

Mr. Putiuies. What law are you referring to. 

Mr. Meptey. Public Law 519 of 1954. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Evins. I would like to see the provisions—the standards of the 
law put into operation and some action taken under it. I know of 
situations where there is a crying need for Federal buildings. In 
many cases Federal agencies are paying exorbitant rents and com- 
munities are denied the building of Federal buildings that are needed 
and to which they are entitled. 

Mr. Mansure. If the House committee members could speak to 
their counterparts in the Senate, I think it would be helpful. 1 think 
that there is a misunderstanding about it. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 
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OPERATING EXPENSES, FEDERAL SuPPLY SERVICE 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, 


1954 actual 


Appropriation or estimate ae Sorcha casi ‘ $2, 605, 000 
Reimbursements from other accounts. -_- 5, 223 


Total available for obligation 
Tnobligated balance, estimated savings____- 


223 


2, 610, 
5 223 


Obligations incurred_._-_- : = 2, 559, 000 


Obligations by activities 


Description 1954 actual 


Direct Obligations 


. Motor vehicle management - - - - 
2. Supply schedule contracting 
3. Traffic management 
. Personal property utilization and disposal__- 
5, Supply standards cat : 
}. Inspection. ..-__-- 
. Supply management. --_- 
. Service administration - - 


Total direct obligations_-_._- 
Obligations Payable Out of Reimbursements From Other Accounts 


3. Traffic management___._._..._..- Se inane aseie 
4. Personal property utilization and disposal__--_-_- ‘ 


Total obligations payable out of reimbursements from | 
other accounts Sa. tanec 


Obligations incurred 


Public Law 663 


1955 estimate 


$2, 660, 000 
26, 300 


2, 686, 300 


2, 686, 300 


1955 estimate 


$92, 200 
660, 000 
385, 000 
589, 800 


369, 000 | 


2, 660, 000 


4. 800 
21, 500 


26, 300 


1956 estimate 


$3, 120, 000 
26, 300 


3, 146, 300 


3, 146, 300 


1956 estimate 


2, 686, 300 | 3, 146, ¢ 
| 
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Obligations by objects 


Object classification 1954 actual | 1955 estimate | 1956 estima Sey 


Summary of Personal Services 


nr 


‘Total number of permanent positions 439 
Full-time equivalent of all other positions 6 
Average number of all employees 415 
Number of employees at end of year. __- 408 


m 
SSS Ss (SS —=—— me 


Average salaries and grades: 

General schedule grades: 
Average salary ------- 2 $5, 247 
Average grade - _._--- GS-7.4 





ex] 


Personal service obligations: 
Permanent positions $2, 154, 977 
Positions other than permanent 33, 706 
Regular pay in excess of 52-week base 8, 287 
Payment above basic rates 6, 990 
Other payments for personal services - - 749 ; \ 


Total personal service obligations 2, 204, 709 


Direct Obligations 

Personal services , 200, 467 2, 271, 800 
Travel bens 27, 812 46, 600 
Transportation of things. ---- 1, 838 2, 500 
Communication services 85, 615 102, 000 
Rents and utility services_-__- 702 | 700 
Printing and reproduction - -- . 187, 851 184, 900 
Other contractual services - - 16, 621 20, 500 

Services performed by other agencies 5, 549 5,000 | 
Supplies and materials os 20, 947 20, 100 
Equipment ae : 1, 095 2, 200 
Refunds, awards, and indemnities - -- 1, 145 1, 000 
Taxes and assessments- So 5 4, 135 2, 700 


Total direct obligations ; , 553, 777 2, 66 


), 000 


Obligations Payable Out of Reimbursements From 
Accounts 
17, 700 
4, 000 
ut ecole ; 400 

Communication services Sa aad 5E 1, 600 
Printing and reproduction-_._......-..--.-.----- 7 hee : 1, 500 
Other contractual services ree 500 
Supplies and materials ee : 500 
Equipment . Dacca me as 
Taxes and assessments ceaehm mie ates 100 C: 


Total obligations payable out of reimbursements from 
other accounts. .........-- a : ; 5, 223 26, 300 


Obligations incurred_-____-.--- ee Seah eaaietars 2, 559, 000 2, 686, 300 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimat 


Obligated balance brought forward a sda chece $217, 357 5) “ 
Obligations incurred during the year_----_----- : ‘ 9, 2, 686, 300 3, 146 "e 
2, 762, 443 2, 903, 657 3, 324, 69: r 
Adjustment in obligations of prior years - - - - ates ean —3,150 |_- 4] 
Rembursements - - -- DAE Ae pags Bios a er er —5, 223 — 26, 300 — 26, 300 5 
Obligated balance carried forward aes _ —217, 357 —178, 357 — 208, 357 6, | 


Total expenditures pinabssiabaii = 2, 536, 713 2, 699, 000 3, 090, 000 8 


Expenditures are distributed as follows: 
Out of current authorizations - - ae a 2, 362, 445 2, 510, 000 2, 930, | 
Out of prior authorizations................---- Picceras 174, 268 189, 000 160 — 


Mr. Tuomas. We will put in the record pages 102, 103, and 104 
(The pages referred to follow:) 19 
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FEDERAL Suppiy SeRvIcE ITEMs 


Budget for 1956 includes 2 items for programs assigned to Federal Supply 
Service as follows: 
Estimates of 
appropriation 
1, Operating expenses, FSS $3, 120, 000 
2. Expenses, general supply fund 12, 000, 000 


As the new program for interagency motor pools is assigned to FSS for manage- 
ment and operation the required statement of motor vehicles and related data is 
included at the end of activity 1. Motor vehicles management under ‘Operating 
expenses, FSS”. 

Justification for each item is presented in the material which follows: 


OPERATING EXPENSES 
Summary reconciliation of 1956 estimate to 1955 funds 


\, 1955 appropriation in— 
Annual act _ $2, 600, 000 
Supplemental appropriation act = 60, 000 
2, 660, 000 
B. Increases in 1956: 
Activation interagency motor-vehicle program in 
all regions $55, 000 
Expanding coverage of term contracts for DOD 
POLCOBSG SSGINDIMCHUA. ooo 6 oc irr ene 50, 000 
Increasing traffic management services____.-___-- 65, 000 
Intensifying screening excess property to increase 
utilization ($192,700) and to increase direction 
of sales ($65,300) 258, 006 
Additional interim specifications ($20,700) and 
security equipment testing ($30,000) 50, 070 
Interchange of inspection service among agencies - 6, 000 
Shorten cycle for surveying supply practices in 
CiVE SOOROIO 6 5 te cies 20, 500 
Increased penalty mail volume 4, 700 
oo 509, 900 
Subtotal 2 3, 169, 900 
C. Decreases in 1956: 
Increased reliance on contractors’ production 
MI st es Sith is Sea acl yligr sh oooes cata a ann 
Emphasis on conversion of industry specifications - 9, 700 
Miscellaneous adjustments in overhead i , 200 
- 49, 900 


Total estimate for 1956....._.._.____- a 3, 120, 000 


Analysis by activities 





| 
1955 | Deductions Additions 1956 





1, Motor vehicle management $92, 200 | 55, 000 $147, 200 
-. Supply schedule contracting 660, 000 50, 000 | 710, 000 
3. Traffic management 385, 000 45, 000 450, 000 
‘. Personal property utilization and displacement | 589, 800 | 258, 000 | 847, 800 
». Supply standards 369, 000 | $39, 700 50, 700 | 380, 000 
§. Inspection 90, 000 | ; 5, 000 87, 000 
‘. Supply management 98, 500 | , 500 119, 000 
- Service administration 375, 500 1, 200 , 700 379, 000 


Total | 2,660, 000 49, 900 509, 900 3 120, 000 


1955 oy hes Dies: / ; seis eae : _... $2 666 COO 
Change ali i P ‘ ; / +460, 000 


1956 HE ps ; 3, 120, 000 
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APPROPRIATION LANGUAGE 


“Operating expenses, Federal Supply Service: For necessary expenses of per. 
sonal property management and re _ ited activities as provided by law; including 
not to exceed $300 for the purchase of newspepers and periodicals; and 1 
exceed [$40,600] $70,900 for acne of travel; [$2,600,000] $3,720,000. 

“[For an additional amount, fiscal vear 1955, for “Operating expenses, Feder 
Supply Service,” $60,000; and the limitation under this head in the Independ 
Offices Appropriation Act, 1955, on the amount availeble for travel expenses i: 
hereby increased ‘from ‘‘$40,600” to “$46,600”: Provided, That this paragray 
shall take effect only upon the enactment into law of 5. 3155 or H. R. 875 
Kighty-third Congress. ]” 


GENERAL STATEMENT 


‘This appropriation provides for basic operations of the administration for | 
establishment on a governmentwide basis of efficier.t personal property manage. 
ment practices by prescribing procedures for improving management end util 
tion of motor vehicles, establishment of interagency motor pools, prescribing 
inventory levels, standardization of quality, sizes and types of commadities 
purchased, and effective use of Government-owned property, and by provid 
contracts for volume purchases, freight traffic rates and routing services, 2 
related operations. 

“Tnereases are proposed in 1956 to progressively expand supply schedule con- 
tracting, transportation and utilization of Government property, and to imple- 
ment Public Law 766, approved September 1, 1954, which authorized establish- 
ment of interagency motor equipment pools.’ (From the budget for 1956. 

Request of $3,120,000 exceeds 1955 appropriations by $460,000, mainly | 
resume efforts for moving closer to objectives and governmentwide economies 
expected from central management of personal property and supply practices 
and operations. 

In summary increase consists of (1) $55,000 for broader activation of inter- 
agency motor pool program initiated during 1955, (2) $258,000 for increasi 
utilization of excess personal property and disposal of surpluses, and (3) $196,00 
for strengthening several phases of personal property operations which 
produce governmentwide improvement and economies. Minor decreases 
$49,900 account for the net increase of $460,000. 

Measurable economies resulting from activities under this head are expect ed t 
to reach $92.5 million in 1955. The estimate for 1956 contemplates an incr 
in economies of $34.8 million to $127.3 million, at an inerease cost ol 
$460,000. 

Except for general supervision under “Service administration,’’ no provisi 
is made in this appropriation for operations of the nationwide sale of commodities 
under the general supply fund which are financed under the head ‘Expenses 
GSF.” Furthermore, no provision is made under this head for administrati' 
operations such as accounting, budget, personnel, legal, and customary adminis 
trative services necessary to support program operating activities as they 
covered in the estimate for ‘‘Administrative operations.” 

Mr. Tuomas. Give us a bird’s-eye view of the ’’Operating expense. 
You want $460,000 more this year than you had last year, whicli 
would give you a total of $3,120,000. How many people do you hav 
engaged i in this operation? 

Mr. Mack. 411.6 man-years for 1955 and for next year 472.1 
man-years. 

Mr. THomas. Where are these people located? 

Mr. Mack. Both here and in the field. The breakdown for 1959 
is 140.5 in central office and 271.1 in the field. The increase requestet 
for 1956 is primarily in the field. Totals for 1956 are 144.3 here and 
327.8 in the field. 

Mr. Tuomas. Tell us about this program. 

Mr. Mack. The increase of $460,000 includes $258,000 to step UP 
utilization of excess personal property and provides more effective 
direction of disposals. The remainder is distributed among seve 


activities, including extension of the motor vehicle managemeli 
program. 
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If you wish we could cover very quickly ‘‘Motor vehicle manage- 
ment’? because that is a new function under the law recently passed. 

Mr. John Hanson, who directs the activity will highlight that 
quickly for you. 


Moror VenicLteE MANAGEMENT 


Mr. Toomas. You might put pages 106 and 107 in the record at 
this point. 
The pages referred to follow:) 


1. Motor vehicle management 


Average employment 
Amount 
Department Field Total 


$92, 200 
+55, 000 


147, 200 


HIGHLIGHT 


“Interagency motor equipment pools are established after surveys demonstrate 
economies or improved efficiency will result; governmentwide policies, regulations 
and procedures are developed for improving management and utilization of 
motor vehicles. Some 3,000 vehicles are expected to be removed from the Gov- 
ernment’s fleet by activating pools at 15 locations by June 30, 1956” (from the 
budget for 1956). 

Motor vehicle management is achieved through 2 subactivities as follows: 


Summary of performance cost 





Development and establishment of interagency motor 
pools J : ; Brea ; itn $60, 000 $115, 000 
General motor vehicle management d . $27 32, 200 32, 200 


lotal cost or estimate ae <a 27 92, 200 147, 200 


JUSTIFICATION 


(a) Development and establishment of interagency motor pools.—In 1954 consol- 
idation of all GSA’s regular program vehicles was completed into regional pools. 
‘ignificant economies were realized. Special program vehicles were brought 
under central technical control and will be transferred into the pools as rapidly as 
practicable. 

An experimental interagency motor pool was also established at Denver Federal 

Center in 1954. The combined fleet was reduced by over 25 percent; duplicate 
messenger, shuttle, and maintenance services were eliminated; and utilization of 
vehicles improved, at savings of $200,000. 
_ Extension of the pooling concept throughout the executive branch was author- 
ized in Public Law 766, 83d Congress. That law, and Executive Order 10579, 
signed November 30, 1954, which implements it, places primary responsibility 
in GSA for establishing interagency motor pools where economically feasible. 

Objective is to establish, if economically feasible, 100 interagency motor pools 
or systems in larger metropolitan areas of high vehicle density. 

Pursuant to the act, and with respect to each selected location, GSA will: 

(1) Make a study to determine: present Federal vehicle inventory in the area; 
total cost of operation, including costs of related facilities, such as shops, service 
stations, and storage garages; present Federal use of motor transport and actual 
requirements thereof; Federal personnel presently involved in management, 
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operation, and maintenance of vehicles; and use or need of commercial tra) Spor 
or facilities; 

(2) Prepare analytical justification and cost statement reflecting present costs 
estimated costs of proposed operations, and anticipated savings; 

(3) Make a determination as to economic feasibility of establishing a moto 
pool or system; 

(4) Develop plans of operation, including studies to determine if economies 
increased efficiencies are obtainable through greater utilization of commercia! 
services or facilities, either to supplement or replace Government vehicles o; 
facilities; 

(5) Establish interagency vehicle utilization programs in cooperation wit} 
agencies concerned; 

(6) Participate in resolving agencies’ requests for exemptions, in whol 
in part, from use of motor pools; 

(7) After establishment, continually review operations as to efficiency ai 
economy. If during 2 consecutive years, no actual savings are realized, discov. 
tinuance of a pool is mandatory. 

Supplemental Appropriation Act, 1955, provided $60,000 to get the prograi 
started. Work underway for 1955 includes studies and activation, if justifiab) 
of 5 pools in San Francisco, Chicago, Washington, D. C., Dallas, and New York 
and extension of the Denver Federal Center Pool to serve Metropolitan Denver 
Present schedule also contemplates initiating studies late in 1955 at 4 other loca- 
tions, tentatively selected as Los Angeles, Philadelphia, Cleveland, and Ney 
Orleans. 

Budget estimate for 1956 provides for activation of these 4 pools at midyear 
and surveys and activation at 5 additional locations. 

These functions are not susceptible to workload measurement; according! 
performance is stated in man-years, as follows: 


Performance in man-years . . 6.8 
Unit cost. _. i $8, 824 


Performance cost - - - - - x ‘ A j : 5 $60, 000 


Increase from $60,000 in 1955 to $115,000 in 1956 will extend program pr 
gressively from 6 regions for a part of the year in 1955 to each of GSA’s 10 regions 
in 1956. 

Costs of operating pools or systems after establishment are financed from the 
general supply fund and recovered from agencies obtaining the services. 

(b) General motor vehicle management.—Interdepartmental motor equipment 
committees are sponsored by GSA throughout the United States and its Territories 
for dissemination or exchange of technical information with respect to fleet oper- 
ation. Motor vehicle seminars are held periodically at various cities. Engineer 
and technical personnel from industry discuss latest management and operating 
techniques and assist in solution of specific problems. Educational programs 
(40-hour courses), conducted by leading fleet supervisor-instructors under auspices 
of the American Automobile Association, have been given at selected locations 
for improvement of Federal fleet directors. 

Technical advice and assistance are furnished te staff representatives of execu 
tive agencies, the legislative branch, and Bureau of the Budget over a wide area 
of problems. 

Close liaison is maintained with Government agencies, industry, and wit! 
technical groups in the motor fleet field to promote greater uniformity and 
standardization of Government methods of fleet management, operations, an¢ 
maintenance. 

These functions are not susceptible to workload measurement; according!) 
performance is stated in man-vears as follows: 








Performance in man-years ‘ iiiekicne 4.7 
Unit cost ‘ — ee J eked teeaen $5, 954 $6, 708 


Performance cost - - - devas Rone $27, 985 
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e 1956 estimate continues the 1955 level. 

Mr. THomas. You have an increase of 5.2 man-years, giving you a 
total of 16.8 man-years for next year at a total cost of $147,200. 

Tell us what you are doing in that field now. 

Mr. Hanson. During 1955 our emphasis has been on the motor- 
pool program. However, before we get into that, if I may have a 
moment or two, I want to repeat on some matters this committee has 
prev iously shown an interest in. 

The overall objectives of GSA’s program are (1) improvement of 
the management of the Federal fleet, (2) increased utilization of ve- 
hicles, and (3) reduction of the costs of operation. 


REDUCTION IN NUMBER OF GOVERNMENT-OWNED AUTOMOBILES 


This year, for the first time in history, we can come to this com- 
mittee and report that the number of vehicles in Government opera- 
tion has been reduced. The inventory reported by civilian agencies 
last July shows a reduction of 1,991 vehicles during the past year, 
which represents an annual saving of $995,000. The Department of 
Defense shows a reduction in the nontactical fleets of 34,415. This 
total reduction in the Federal fleet of 36,406 vehicles during 1954 
represents annual savings of approximately $18 million. 

A large part of this saving has resulted from increasing interest of 
Congress and GSA’s work in this field. 

In addition, GSA is pleased to report that 90 percent of its motor 
vehicle repair work is now done commercially. The repair shop which 
we had here in Washington, with which the chairman is familiar, has 
been reduced to a service-station basis. Personnel for its operation 
has been decreased from over 75 to a little less than 25, and we are 
still striving for additional reductions. 

In setting up the inter-agency motor pool in Denver, three shops 
formerly operated by other agencies were eliminated. The space 
saving alone amounted to $14,000 a year. 

Studies now underway to determine advisability of motor pools in 
various cities indicate that we are going to be able to eliminate addi- 
tional shops now operated by other agencies as the pools are estab- 
lished. We also understand that, as the work progresses, other 
agencies are studying the possibilities of closing some of their shops. 

As explained before, we have tried to carry on an educational 
program with the help of the agencies to improve management and 
reduce the cost of the Federal fleet. There are now 12 interagency 
advisory committees at the field level, with about 500 members. 
These committees, we know from reports and actual experience, are 
doing a great deal to improve management and cut down cost of 
operating fleets. In addition, we have scheduled more supervisor’s 
courses with assistance of the AAA, at no cost to the Government. 
A total of 15 courses have been held. 


INTERAGENCY MOTOR POOLS 


Mr. THomas. How long is it going to take you to get this whole 
Government operation lined up? 

Mr. Hanson. The motor pools, sir? 

Mr. Tomas. Yes. 
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Mr. Hanson. We visualize the motor pool program will tak, 
©) more years. 

Mr. Tuomas. Do you mean you are 15 percent completed now? 

Mr. Hanson. I would say that by the end of this year we will 
have six pools set up and we will have made a good start at fow 
additional locations. We contemplate that 15 pools will be in opera. 
tion by the end of next year and 10 more under study. We didn 
get started on this program until December 1954. 

Mr. Tuomas. You state: 

It is contemplated in 1956 an additional 9 interagency motor pools will be 
established in other areas. In the formation of these pools it is estimated that 
7,728 vehicles will be acquired from participating agencies. 

Mr. Hanson. We will have a total of six pools by the end of 1955. 

Mr. THomas. How many pools do you have set up now? 

Mr. Hanson. One, in Denver. 

Mr. Tuomas. Only one? 


SAVINGS REALIZED IN OPERATION OF DENVER MOTOR POOL 


Mr. Hanson. Yes, sir. That was a pool we set up a year ago and 
it has been operating a little over a year. Savings to date on that one 
have been something over $200,000. 

Mr. Tuomas. Can you expand on that saving of $200,000? 

Mr. Hanson. Yes, sir. 

Mr. Tuomas. How did you arrive at that figure? 

Mr. Hanson. We have reduced the motor-vehicle inventory in 
Denver by a little more than 25 percent or a total of 172 vehicles. We 
have reduced the amount of space used for shops as I mentioned a 
minute ago, which accounts for $14,000. We have eliminated ap- 
proximately 20 people used in the management and operation of motor 
vehicles, which accounts for another $60,000 and there has been a 
saving in excess of $40,000 by eliminating duplicating services such 
as shuttle buses, messenger runs, and so forth. 

Mr. Tuomas. It all figures up to $200,000? 

Mr. Hanson. It figures up to $200,000 a year or more. 

Mr. Tuomas. And your division cost how much last year? 

Mr. Hanson. The cost last year, sir 

Mr. Tuomas. It cost $92,200 in the District of Columbia. What 
was your other cost in Denver? 

Mr. Hanson. $92,200 is the total money we have this year for 
general management as well as development of pools. 

Mr. Tuomas. That covered your Denver operations as well as the 
District of Columbia? 

Mr. Hanson. That is all the appropriated funds we have. 

Mr. Tuomas. What unappropriated funds did you have? 

Mr. Hanson. The way this program works is, we get appropriated 
funds for the surveys necessary to set up the pools, including related 
management and planning. After the pools are set up, all operating 
costs will be paid out of a revolving fund and the agencies who use 
vehicles will be charged a rental sufficient to reimburse the revolving 
fund. 

Mr. Tuomas. Who set up the revolving fund? 

Mr. Meptry. That is the general supply fund, Mr. Chairman, as 
authorized by Public Law 766 of the last Congress. 
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\fr. Toomas. You are touching the general supply fund for a little 
of everything here. How much do you tap it for this year? 

\lr. Hanson. Total motor pool billings for 1955 are estimated at 
§1.900,000. 

\fr. THomas. That was on rented cars alone? 

\lr. Hanson. That is all reimbursable, sir. We lose no money on 
this operation. In fact, last year we showed a profit of more than 
$20,000. 

\lr. Jumonvit.e. I would like to make a comment on that par- 
ticular point. The Bureau of the Budget instructions govern the 
preparation of the motor vehicle statements. Payments to the general 
supply fund for use of these Government cars by all agencies must 
he shown in the “Hire” column. The $1,120,000 item for 1956 is not 
for commercial hire. That is payments to the general supply fund 
by GSA activities for the use of these vehicles. 

“Mr. Tuomas. How many garages are you operating now? 

Mr. Hanson. None as such. We have 3 or 4 service stations and 
we are whittling those down as fast as we can. 

\Mr. Tuomas. What do those superservice stations cost you? 

\Mr. Hanson. We have a total of about 45 people employed in them. 

Mr. Tuomas. Is that charged to the fund, too? 

Mr. Hanson. That is charged to the fund and it is reimbursable. 
It is collected as a part of the motor pool expenses. 

Mr. THomas. What was the total cost of the 45 employees? I don’t 
want to keep pinpointing this, but so far you can’t put your finger on 
a saving today. 

Mr. Hanson. Maybe I have lost the picture somewhere, sir. All 
of these expenses, the expenses for fuel, lubricants, replacement of 
new cars, all are initially charged to the general supply fund. Our 
rentals are set at a figure sufficient to recover all of those costs of the 
general supply fund. In addition to that in 1954 we were able to show 
at Denver a saving of $200,000 per year in the appropriation of the 
using agencies. 

We will be able to do as well or better in other areas. We will 
eliminate as much as 25 percent of the vehicles that are now in use 
in cities where we will set up motor pools. Other savings will result 
from elimination of duplications, reductions in maintenance costs, 
and reductions in personnel. All these are reflected in our estimated 
savings. Savings this year are estimated at $559,000. 

Mr. THomas. Where? How? 

Mr. Hanson. It will come from the reduction of 1,204 vehicles, and 
the elimination of duplicating services, reductions of personnel, reduc- 
tion of maintenance costs, and all those things that it takes to run a 
fleet. 

PURCHASE OF NEW VEHICLES 


_ Mr. Toomas. While we are on the subject of automobiles, how many 
is the General Services Administration going to buy this year? 

Mr. Hanson. We expect to buy in 1955 only 129 automobiles and 
those are all as replacements. In addition we expect to dispose of 270 
other automobiles. The replacements are all for old automobiles 
that will be taken into the pools. Altogether we contemplate this 
year to take over 1,027 automobiles into the new pools. 

Mr. Tomas. How will you finance those automobiles? 
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Mr. Hanson. Out of the general supply fund, sir, the cost will hp 
reimbursed by rental charged for use of the cars. 

Mr. Tuomas. Your table here shows that you are going to buy 313 
this vear. 

Mr. Hanson. Excuse me, sir. I was talking of 1955. That table 
is for 1956. In 1956 we figure on taking in 1,706, reducing that by 833 
and buying 318. 

Mr. Tuomas. You are going to exchange 833—swap them off; we 
will just put it in understandable language—and you will buy 313s 
additional. 

Mr. Hanson. We contemplate purchasing only 318 as replacements 
We are going to dispose of 833 altogether. 

Mr. Tuomas. They are going to be trade-ins; are they not? 

Mr. Hanson. We will dispose of 833 and purchase 318. 

Mr. Tomas. Is that the way it is going to work? 

Mr. Hanson. Yes, sir. 

Mr. Tuomas. Are you sure about it? 

Mr. Hanson. Yes, sir. 

Mr. Tuomas. You are not going to trade an old car for a new cai 
and pay the difference? 

Mr. Hanson. We have to pay the difference, sir; but we will trad 
off the 833. We will buy 318 and pay the difference between what 
we get for the old ones and the cost of the new ones, which will amount 
to approximately $345,000. 

Mr. Tuomas. That will still leave you 2,127 old automobiles to be 
used? 

Mr. HANSON. Yes, sir. 

Mr. Tuomas. You have an item set up here, ‘Cost of hiring, 
$1,130,000, and your new ones, $345,000, and that all comes out of 
the fund. 

Mr. Hanson. Yes, sir. 


GENERAL SUPPLY FUND CAPITAL 


Mr. THomas. How much has been appropriated to the fund? 

Mr. Mrepiey. Approximately $44 million, sir. 

Mr. Tuomas. Didn’t we figure $36 million this morning? How did 
you lose that $8 million, Homer? Is that the correct figure, $44 
million? 

Mr. Mepuey. That is correct. 

Mr. THomas. You haven’t had any additions to that fund in 3 
years; is that right? When was the last addition? 

Mr. Meptey. The last addition to the fund, sir, was when we had 
the flood out in Kansas City and the committee reappropriated losses 
that we had there. 

Looking at the June 30, 1954, balance sheet, the investment—the 
total assets, $56 million; liabilities, $10,429,000; leaving investment 
of the United States Government, of $45,879,000 in the fund. 

Mr. Tuomas. What is the total amount appropriated to the fund, 
$56 million? 

Mr. Mreptey. No, sir. The total capital of the fund at that time 
was $45,057,615. 

Mr. Tuomas. Is that the outside total that has been appropriated’ 
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Mr. Mepuey. That is the total capital of the fund, of which a little 
over $1 million represents capitalized surplus and donated assets, and 
s44 million appropriated capital. 

Mr. Tuomas. Do you have any unappropriated authorization left 

able in the fund? 

333 \ir. Mepury. Yes, sir. 

| \ir. THomas. How much? 

We Mr. Meptey. The authorized capital of the fund is $150 million. 

318 Mr. TuHomas. As I see it, you are bound to deplete this fund in your 
automobile transactions. 

nts Mr. Mepuey. No, sir; I don’t believe so, Mr. Chairman. This 
operation of the fund is run strictly on the commercial basis. The 
rates Which are charged for the use of these automobiles recover all 
expenses including deprec iation. 

Mr. THomas. How about your garage, repair shops, and _ filling 
station? 

Mr. Mepuey. Repairs and everything is included in the billings. 

Mr. THomas. On a reimbursable basis? 

Mr. Mepuey. Yes, sir; and the $1,120,000 which we referred to 
previously in the table is the income which the fund will receive from 
other GSA appropriations. Such as for use of a car in connection 
with the stockpile program. We pay rentals just like any other 
agency. 

Mr. THomas. Where is that covered in the budget, then, under 
“Travel? 

Mr. Mrepiey. Under 07, Mr. Chairman. 

Mr. TuHomas. “Other contractual services 

Mr. Mrpuey. Yes, sir. 
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That includes, of course, trucking, as well as any cars that are used 
lor passenger service, 

I might say, too, sir, that for the year ending June 30, 1954, the 
veneral supply. fund showed a profit of $440,000, as applied to a total 
income of $106,331,000. That, of course, includes the motor vehicles, 
as well as the fuel yards, what few repair shops we have left, and 
the stores which we have not yet discussed. 


SupPpLy SCHEDULE CONTRACTING 


Mr. THomas. Mr. Reporter, insert in the record page 112. 
lhe page referred to follows:) 


2. Supply schedule contracting 


had 


s5es 


Average employment 
Amount ’ Se 
Departmental Field 
the 


ent 45 $660, 000 i. § 103. 2 
hangs +50, 000 +6. 7 


nd O5t 710, 000 5. § 109. 9 


ime HIGHLIGHT 


3 lerm contracts are established for volume purchasing against which agencies 
ed? ali place individual orders, at uniform price advantages, for commodities and 
ser of common use, wherever this method is advantageous to the Govern- 

From the budget for 1956.) 
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This method of contracting is used: (1) When industrial distribution facili 
are adequate to properly serve numerous use points, (2) when items are nop. 
competitive, (3) when technical assistance or service by suppliers is essential 
proper use of equipment, (4) when concentrations of agency installations i; 
given area require common services, or (5) when price or other advantages acer 
to Government. 

Purchases from Federal supply schedule and similar local-service contractop 
during 1954 amounted to $275 million at estimated savings resulting from prj 
advantages of $31.2 million. Economies from price advantages in 1956 a 
estimated at $32 million based on total purchases of $285 million. 


Justification 


1954 1955 


Line items on schedules, term contracts, and amendments . 131, 947 134, 700 
Unit cost per line item_- $4.95 $4.90 | 
Performance cost “ — cashes j $652, 844 $660, 000 


The work unit is a line item in contracts awarded and amendments there 
and includes all work in developing invitations for bid, analyzing bids, award 
and administering contracts, printing, and government-wide distribution 
schedules listing such contracts. 

Small increases in workload for 1955 and 1956 primarily reflect purchase assig 
ments already made to GSA by Department of Defense for office furniture, off 
machines and supplies, and similar assignments being concluded for paper and 
paper products. 

TRAFFIC MANAGEMENT 


Mr. Tuomas. Insert pages 115 and 116 in the record at this point 
(T 


he pages referred to follow:) 


3. Traffic management 


Average employment 
Amount ees ae 
Department Field 


1955 sii nn stati ; sian | $385, 000 
Change : > is caer aces +65, 000 


1956... ee - 450, 000 | 


HIGHLIGHT 


“To achieve economies in transportation of property, data on rates, classific- 
tions, packaging, and consolidations are furnished to civil agencies. Coverage 
civilian traffic will be increased from 44 percent in 1955 to 50 percent in 1956 
(From the budget for 1956.) 

During 1954, nucleus traffic-management staffs were maintained in the 10 GSA 
regional offices to extend traffic service to locations where shipping documeuts 
originate and expand coverage of the total annual civilian freight traffic. Cover- 
age was increased from 38 percent in 1953 to 43 percent in 1954 and 44 percent 
1955 with continued emphasis on rate negotiations in selected areas to maintain 4 
high savings yield. 

Further deferment of strengthening nucleus field staffs is not real economy !! 
view of high savings potential which in 1954 averaged about $17 for every dollar 
of cost. Accordingly, provisions are made in 1956 for increases at selected loci 
tions with objective of increasing coverage from 44 percent to 50 percent. 

Savings from all phases of traffic program amounted to $6.6 million in 1954, \ 
continue at about the same level in 1955, but are expected to increase to ‘7 
million in 1956. 
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Summary of performance cost 
1954 1955 1956 
Service items- -- ae - $184, 508 $187, 500 $214, 500 


Management items---..----- bf 99. 600 100, 800 121, 000 
Rate negotiations - -- -- - or 126, 400 96, 700 114, 500 


Total cost or estimate... ---- ‘ $10, 508 385, 000 150, 000 


JUSTIFICATION 


a) Service items.—Involves maintenance of files of current freight tariffs and 
related publications and furnishing of rates, classifications, and miscellaneous 
nformation pertaining to shipment of property by common carrier direct to 


shippers. 


1954 


Service items performed - - --- 3 : 471, 800 4180, 800 
Unit eost_-.- : 7 ‘ane bbe : $0. 39 $0. 39 
rformance cost. -------- ‘ 4 $184, 508 $187, 500 


“Service items’ include, but are not limited to, rates, classification ratings, 
routings, data related to packing methods, scheduling of shipments, including 
consolidations to obtain cheaper carload/truckload rates, stop-offs in transit, and 
ther similar information furnished to a Federal ageney to serve its requirements 
neident to shipping via common carrier, evaluation of bids, payment of trans- 
portation bills, and other purposes. 

Analysis of civilian freight operation has disclosed that 1,100,000 items per 
annum, or about one-sixth of the total movements, require technical traffic 
service. During 1954, limited traffic service was provided in regional locations 
covering 471,800 items, or 43 percent coverage. The 1955 program continues 
nucleus staffing and provides for performance of 480,800 items Estimate for 
1956 proposes progressive expansion of field staffs, increasing performance to 
550,000, or 50 percent coverage. 

h) Management items.— Management includes (1) development and promulga- 
tion of policies and operational procedures on shipment of property, (2) continuous 
studies and analyses of current and proposed rates, routings, rules, and regulations 
of common earriers and their application to shipments of Government property 
in order to identify any practice which may result in excessive or unlawful costs, 
and (3) analytical studies and research into practices and operations of transporta- 
tion industry concerning cost of service as related to requirements of Federal 
Government. 


oint 


Performance in man-years. - -. : : ] 15 


isc , roa ; $6, 640 $6, 720 $6, 722 


formance cost ne a * - . y $99, 600 $100, 800 $121, 000 


An increase of 3 man-vears is proposed in 1956 to systematize the collection, 
tabulation, and analysis of transportation data and correlate application of find- 
igs to procurement and distribution practices, as an aid in development of im- 
proved policies and procedures. 

¢) Rate negotiations.— Negotiations with common carriers for voluntary adjust- 
ment of rates, charges, classifications, and rules and regulations which, although 
‘therwise lawful, result in excessive transportation costs; or for special services 

t available under published tariffs at reasonable cost, where required. 


58616—55—pt. 2——7 











1954 





Performance in man-years 22. 2 | 15 | 
2, ee Se ee ee eee pvaceaiinn waalael $5, 694 | $6, 447 


I BUR 6 ii iin idk ice enditdiaiacehentanwunintndiakes $126, 400 $96, 700 


Reduction in 1955 over 1954 reflects completion of active phase of one specia) 
case. Increase proposed for 1956 to progressively expand rate negotiations 4 
operational levels in the field. Important regional cases of known econom 
potentials have had to be deferred for lack of manpower. 

Mr. Tuomas. You seek $450,000 in Traffic Management, an increase 
of about $65,000. In talking to the General Accounting Office abou 
your activities along this line, they were quite complimentary. — Whaj 
are you doing that ‘the General Accounting Office is not doing? 

Mr. Barton. We negotiate with the carriers for the transportation 
needs of the Government agencies to give us, where warranted, ; 
better deal. Where we think the rates are still too high we advis 
the agencies to be more careful about their transportation and ask 
them to consolidate shipments to obtain cheaper transportation, an( 
other such things. 

Mr. Tuomas. Do you have some good facts and figures here? 

Mr. Barton. Yes, sir. 


SAVINGS FROM TRAFFIC MANAGEMENT 


Mr. Tuomas. How much do you figure you saved the Government 
last year? 
Mr. Barton. Over $6 million. We list our savings by individual 


items. We don’t estimate them, but take published rates that ar 
applicable when we start and compare them with what we negotiat 
and list each saving. These total the foregoing amount. 

We exclude all improvements in management practices that can't 
be measured. 

Mr. THomas. What are some of your items? Read a few of them 
into the record. 

In other words, you do no auditing which is what GAO does 
The GAO takes the waybills after they have been paid and check 
them for rates, errors in calculation, and so forth—after the horse has 
already been let out of the barn. You go around and try to educat 
the Government agencies and then go to the railroads and discuss 
tariffs with them. Have you threatened any suits? 

Mr. Barron. We have one occasionally, sir; not often. We usualli 
do most of our work with them by negotiation. We don’t file man) 
‘ases with the ICC, or other regulatory bodies. 

Mr. Tuomas. What cooperation do we get from the Government 
agencies in this field? 

Mr. Barton. Mostly very good. Some are less cooperative thal 
others, of course, but we find that once they come to us and we save 
them money they are usually glad to come back. They find those 
savings very welcome. 
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RELATIONS WITH DEPARTMENT OF DEFENSE 


\(r. Thomas. What contact do you have with the armed services? 
They are the biggest shippers, of course. 

Vir. Barron. We have contact with them through Mr. Earl 
Smith, in the office of Assistant Secretary of Defense. We try to 
coordinate policy matters with them in order to take the same posi- 
tion on matters that affect us both, where possible. 

Mr. Mansure. Frankly, don’t we have very little direct contact? 
They carry on their operations themselves, don’t they? 

\ir. Barron. As to handling their own traffic, the movement of 
cuns and munitions and things of that sort, they strictly control their 
own traffic, and we have nothing to do with that. 

Mr. Tuomas. How do you fit into their pattern, then? 

Mr. Mack. Very little as a matter of fact, Mr. Chairman. We 
are trying to work out an arrangement with them where we will have 
better coordination on policy matters. 

Mr. THomas. You have a unit of about 75 people and they have a 
unit of several hundred. Do they regard you as sort of a newcomer 
in the field? 

Mr. Mack. Our work, of course, is with the civilian agencies and 
they have a tremendous transportation job. We do think we should 
work very closely with DOD on any policy matters, any matters that 
affect negotiations or litigations, and so on. 

Mr. THomas. What do you mean by policy matters? 

Mr. Mack. For example, the Federal Government’s position on 
proposed legislation that affects the programs of Defense and GSA; 
also on matters involving proceedings before regulatory bodies. 

Mr. Mansure. Rate cases you are talking about, aren’t you? 

Mr. Mack. Yes, sir. 

The military does have, of course, a vast transportation job far 
beyond that of the total transportation job of the civilian agencies, 
and we recognize that. The Administrator has had some discussions 
with the Department of Defense, along the lines of working together 
as closely as we can on matters involving policy. 

Mr. Tuomas. For all purposes your efforts are directed to the 
civilian agencies. 

EXAMPLES OF SAVINGS 


Mr. THomas. Give us some concrete examples of savings. Read a 
few into the record. 

Mr. Barton. On a shipment of 6 million pounds of aluminum the 
carrier quoted a rate of $16.24 a net ton. The negotiated rate was 
$12.71. We saved $10,059 on that one. 

Mr. THomas. Where are your points of origin and destination? 

\Ir. Barron. Gregory, Tex. to Hammond, Ind. 

Mr. Toomas. What was the basis of the carrier reducing list rates? 

Mr. Barton. The rates were on the high side, as I recall, and the 
carriers brought them more nearly to the commercial level. 

Under section 22 of the Interstate Commerce Act as you know, a 
carrier May give us a voluntary rate adjustment. We ask for fair 
and reasonable rates. If they offer us something less than that be- 
cause of competitive conditions, we of course, under the ( ‘omptroller 
General’s ruling, accept such rates. Our polic ‘v is to ask only for fair 
ind reasonable rates. 
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Going to another example: 416,000 pounds from New York City ¢ 
Royce, N. J. The applicable rate was 65% cents per 100 pounds. The 
rate was lowered to 30 cents. 

Mr. Tuomas. Who was the shipper, there? 

Mr. Barton. GSA. 

Here i is an item on movement of hospital equipment for the Veter. 
ans’ Administration, 467,000 pounds, from Royce, N. J., to Cincip. 
nati, Ohio. The rate was 22.1 cents a hundredw eight. The new rate 
was 16.5 cents, a saving of $2,615.20. 

Mr. Osrertac. Is that the result of negotiation? 

Mr. Barton. Either negotiation with the carrier and asking them 
for rates, or having it done voluntarily. 

Mr. Evins. How much is your total ss avings for the yea 

Mr. Barton. $6,767 007.3: 

Mr. Meptey. | might mei out, too, Mr. Evins, on the basis of our 
past experience on savings, the $65,000 increase we are requesting for 
1956 would enable us to increase savings to $7.6 million. 


PERSONAL PrRopERTY UTILIZATION AND DISPOSAL 


Mr. Tuomas. Insert pages 119, 120, and 121 in the record. 
(The pages referred to follow:) 


Personal property utilization and disposal 


Average employment 
Amount pees . Ee 
| Department | Field 


1955 esses $589, 800 | 2 88.1 | 
Change ee ‘ | +258, 000 +2.3 | +40. 1 


1956 - - en $847, 800 9.5 | 128. 2 


HIGHLIGHT 


‘Personal property declared excess to the needs of Federal agencies is screened 
to achieve maximum utilization within the Government and obviate new pur- 
chases. The residue is either assigned for donation to State institutions or sold 
as surplus. Utilization transfers which obviate new purchases are expected to 
increase from $52 million in 1955 to $83 million in 1956’ (from the budget for 
1956). 

Declarations of excess property during 1954 reached $661 million, double th 
amount of 1953. Late in 1954 a trial procedure was adopted aimed at meeting 
rising workload within available funds, whereby more types and conditions of 
civilian-type property excess to Department of Defense would be (1) exem a 
from screening process; (2) screened by GSA among civilian agencies concurrent! 
with, instead of subsequent to, screening by Department of Defense within that 
Department; and (3) automatically released for disposal at end of 90 days 
i:xperience to date indicates that while the rate of disposals has accelerated, t 
ratio of utilization reduced from 16.6 percent of volume handled in 1953 to | 
percent in 1954 and is expected to further reduce to 9.7 percent in 1955. 

The inerease for 1956 is needed to intensify direet agency contacts, mainta 
the expeditious sereening rate, and increase the ratic of utilize mm to 14.1 pe 
which would proportionately reduce purchases of new items. In _ additio 
proceeds from sales of surplus are estimated to increase from $37.4 milliot 
1955, to $58 million in 1956, due to more effective direction of disposal. 





ater. 
Cin- 
rate 


hem 


ened 
pur- 
r sold 


ed to 


897 


Summary of performance cost 


1954 1955 


Excess-property actions. ___- $495, 019 $559, 350 | 
Seized, forfeited, and abandoned property actions 15, 250 
Direction of disposals ; 


lotal cost or estimate 28 510, 269 589, 800 | 





JUSTIFICATION 


a) Excess-property actions.—High utilization value excess is reported to the 
10 GSA regional offices which arrange transfers for further utilization by direct 
agencv contacts, svstematized circularization, or other methods. 


id (in dollars): 
On hand beginning of year_- $103, 762, 000 $166, 970, 000 $200, 970, 000 
Released without sereening , — 130, 852, 000 30, 000, GOO 
Declared during year--.-.._---- 660, 993, 000 600, 000, 000 600, 000, 000 


otal to be performed__- ‘ 633, 903, 000 736, 970, 000 , 970, 000 


Actions performed: 
Utilization transfers__.. 57, 491, 000 52, 000, 000 3, 000, 000 
Released for disposal. 309, 997, 000 . 000, 000 387, 000, 000 
Released for donation_ 99, 445, 000 , 000, 000 20, 000, 000 


Total actions performed 446, 933, 000 536, 000, 000 590, 000, 000 
On hand end of year_- row ‘ 166, 970, 000 200, 970, 000 210, 970, 000 


Performanee ($1,000 units) __-_- : 466, 933 536, 000 590, 000 
Unit ooat..< ..- iia S $1. 06 $1. 04 4 


0 


Performance cost . $495, 019 55Y, 
tilization achieved as percentage of total actions 
‘rformed (percent) _......-- sadsititns ee 12.3 9.7 


Work unit consists of completed actions, expressed in $1,000 units. An action 
may be (1) a utilization transfer to another agency, or (2) a release of excess for 
lisposal by public sale or by donation to non-Federal educational or public health 
agencies or institutions qualifying under existing law. 

This program provides a central system for achieving effective utilization of all 
types of excess personal property. Agencies are required by regulation to use 
available exeess property as the first source of supply, including materials for 
foreign assistance programs. Most utilization transfers arranged by GSA are 
made directly between the holding and ordering agency. However, some usable 
items in good condition are transferred to GSA supply depots and then sub- 
stituted for new items when filling agences’ requisitions. Agencies cannot, for 
example, acquire new items of office furniture, file cabinets, or typewriters unless 
GSA is unable to supply such property, including reconditioned items, from excess 
StocKs., 

Exeess reported to GSA in 1954 of $661 million more than doubled the $305 
million reported in 1953 despite revision of reporting procedures to re oy intake 
by exempting many more types and conditions of property from the screening 
process. Out of total Government excess of about $1.9 billion generated in 1954 
inthe United States, only $661 million, representing that most likely to be needed 
elsewhere in Government, was required to be reported to GSA. Continuation 
{ the Administration’s drive to reduce inventories and recover assets by sale or 
ther disposition of excess, as announced in the President’s assumptions and 
policies for both 1955 and 1956, is expected to produce declarations of $600 
million in each year. Indications in December 1954 are that incoming workload 
hay substantially exceed the estimates. 

rhis intake, together with work in “pipeline” at beginning of each year, repre- 
sents work to be performed. Program objective is to perform approximately 
(9 pel ‘cent of the workload each year, leaving remaining 25 percent in pipeline 

Since excess is being automatically released for disposal at the end of 90 days 
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program for 1955 substantially conforms to this objective, but at the sacrifice 
of utilization and lowered savings. Reduction in utilization to 9.7 percent of 
work performed means potential loss of over $20 million to the Government 

In 1956, it is proposed to increase savings through utilization by 60 percent, 
or $31 million over 1955, at a performance cost of only $192,000. The 22 percent 
increase in unit cost reflects additional manpower to find further use for the large 
volume of valuable excess property within a relatively short period of time and 
preclude the Government from selling as surplus with one hand what it is in tly 
market to buy with the other. 

While workload and actions are expressed in original acquisition costs, current 
purchase prices are generally higher. 

(b) Seized, forfeited and abandoned property actions.—Federal agencies report 
property of this nature to GSA. Arrangements are made directly or by applica- 
tion to the courts for transfers to other Federal agencies for use; donations of 
spirits and alcoholic beverages to eleemosynary institutions, and balances are re. 
leased for disposal with proceeds deposited to miscellaneous receipts of t! 
Treasury. 

Workload and performance costs remain almost constant for 1954, 1955, and 
1956, as follows: 


Utilization performance ($1,000 units) -- - “* . 736 
Unit cost__- 3 ; $20. 72 


Performance cost ; $15, 250 


(c) Direction of disposals.—Regulations and procedures on improved sale: 
techniques by disposal agencies are developed and technical aid rendered to th 
in (1) conducting business-like sales, including effective lotting, descriptio1 
terms and conditions; (2) determining market values (upset prices) necessary 
protect the Government’s interest; and (3) eliminating duplication of sales efforts 
in same geographic areas. 

These functions are not susceptible to workload measurement; according! 
performance is stated in man-years as follows: 


1955 


Performance (in man-years) ......._..-- , the ed ae ooka 1.8 | 
Unit cost ; ee = oes . Fa cF ee cS onal $8, 333 | 


Performance cost : ; ‘ae ae ea en $15, 000 | 





Governmentwide sales of surplus personal property, including categories 
declared surplus after screening by GSA as well as categories exempt from repor'- 
ing to GSA, have increased from $400 million in 1951 to over $1 billion in 1954 
Sales are conducted by individual agenci ies under varying internal procedures 
with the prime objective of “disposal” and less emphasis on “proceeds.” This 
program, begun on a small scale in 1955, will develop sound policies and pro- 
cedures geared toward increasing the sales return to the Government. 

Initial objective is improvement in sales techniques for categories of proper' 
which, although usable, are found after screening not to be required for Gover- 
ment use. Effective sales administration is expected to increase sales return 0! 
such disposals from 10 percent of acquisition costs in 1955 to 15 percent in 10! 
This would increase receipts by $19.3 million on sales of $387 million of proper! 
released after centralized screening as excess. 

Mr. Tuomas. Tell us why you want more money for property dis 
posal, 

Mr. Mack. We are asking for an increase of $258,000 to improve 
the utilization of excess, to handle the increased ee and also ce! 
tain other specific jobs that need to be done. Mr. Tuttle, who 
Acting Director of the program will discuss the item. 

Mr. Turrie. The workload increase—that is the amount of prop- 
erty reported to GSA as excess in 1954, doubled the 1953 amount. 
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Qut best estimates maintain this very high level through 1955 and 
1956. 

In 1954, $661 million of excess property was reported to GSA’s 10 
regional offices. Our fixed staff could not handle this volume and 
backlogs built up pretty fast. Late in fiscal 1954 as a matter of neces- 
sity we arranged with the Department of Defense to make a further 
streamlining of the procedure for screening good excess property among 
the other Federal agencies. There were two principal things about it: 
1) It called for a complete screening process to take place in 90 days 
from date of reporting and (2) it called for a concurrent screening so 
that in the case of Department of Defense property, the excess would 
be screened by all military departments and also by the civilian agen- 
cies of Government at the same time. 

This concurrent procedure is continuing throughout most of fiscal 
vear 1955. 

Mr. THomas. Let me interrupt you just a minute. You are speak- 
ing of a sizable increase here of 42.4 man-years, which is around 44 
positions, giving you a total of around 153 for 1955. The real property 
boys are requesting just 75. I notice declaration of excess personal 
property during 1954 reached $661 million. 

Mr. Turrue. Yes, sir. 

Mr. Tuomas. Is that the replacement cost or original purchase 
price? 

Mr. Turrie. That is the original acquisition cost, Mr. Chairman. 

Mr. Tuomas. How much of that was turned over to your agency? 

Mr. Turrie. The entire $660 million was reported to GSA us 
screening among other Federal agencies for further use, sold on the 
open market, or donated. 

Mr. Taomas. Where does it come from, the armed services? 

Mr. Turrte. The majority of it does. 

Mr. THomas. You don’t take it out of their warehouses; do you? 

Mr. Turrie. Only when we order upon it for further use in the 
Government. 

Mr. THomas. How much of this $661 million in excess property did 
you sell last year? 

Mr. Turrie. The armed services as well as other civilian agencies 
ure authorized to sell their own property, once GSA has deter rmined 

tto be surplus to the needs of the entire Government. 

"The Department of Defense in 1954 sold a total of $1.2 billion of 
surplus personal property, that is the acquisition cost. 


PROGRAM PROCEDURE IN FIELD OFFICES 


Mr. Tuomas. What do your people do? 

Mr. Turrte. These people who are located in the 10 regional 
offices obtained reports of property at the time it is declared excess 
to the needs of an activity in the Government. We contact Com- 
merce, Agriculture, and various other agencies, endeavoring to ge 
agencies which are going out on new procurement for ide tical « 
similar items, to find legitimate needs for such excess. Finding Gidan, 
we arrange for transfers between the two agencies involved. 

Mr. Tuomas. All right, you have 85 percent of your people in the 
field and 15 percent of them here. Now, just what are the people 
here in the central office doing compared with those in the field? 
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Mr. Turtie. Well, sir, the central office people, for one thing, 
develop the necessary procedures for field operation. In addition, jp 
the case of large value and large dollar accumulations of excess 
which are beyond the capacity of any one regional office to review 
or handle, they make: quick contact with the headquarters offices of 
the various agencies, and often achieve excellent utilization. 

Mr. Tuomas. All right, here is your office in Chicago—— 

Mr. Mansvure. If we can take San Francisco, we have examples 
for you. 

Mr. Tuomas. Very well. 


EXAMPLES OF EXCESS PROPERTY IN REGION 9 (SAN FRANCISCO 


Mr. Mansvre (introducing Mr. Robert Bradford, regional director 
from San Francisco). Will you give us some examples? 

Mr. Tuomas. He is a fine man. Hang on to him. Somebody wil 
be getting him away from you. 

Mr. Braprorp. | igi say you ran a very pointed investigation 
when you visited us in California. 

Here are a few examples which I picked up last week on excess 
property coming in from the military: 58,000 boxes of these paper 
clips (illustrating), about a 2-inch by 1-inch paper clip coming from 
Cheli Air Force Base; 30,000 pads of columnar paper (illustrating 
coming in from Cheli Air Force Base; from the Public Housing 
Authority, 4,800,000 throw-away-tvpe wooden forks. 

Mr. Tuomas. Which unit of Public Housing has been buying those’ 

Mr. Braprorp. The San Francisco unit. They are being held in 
Mission Street in San Francisco. They were bought by Berkele 
Public Housing. 

Mr. Braprorp (continuing). 5,700,000 throwaway spoons from 
Cheli Air Force Base in Maywood, Calif. (illustrating). 

Mr. Vursevu. Were they used for advertising or what? 

Mr. Braprorp. I can’t answer that as an expert witness, M: 
Chairman, but I presume for outside feeding which was not carried on 
in a regular feeding place. 

Mr. Ostertaa. Does the agency now regard them as excess? 

Mr. Braprorp. Yes. They are now excess to owning agency 
One point you might keep in mind that these are terrific quantities 
which are hard for us to pick up as stores items. They are in ow 
stores catalog and are standard stores issue items for all Government 
agencies. 

Mr. Toomas. We understand that you don’t originate this surplus 
It is sent to you and then it is up to you, either to peddle it to the 
Government agencies, put it in one of your warehouses or whatnot 
so just go ahes ad and cross all the “t’s” and dot all the “i's” 

Mr. BoLtanp. Were these purchased by the Department of Defense’ 

Mr. Braprorp. Yes, and they were declared excess because the) 
had too long a supply. 

The chairman raised this point in an investigation out in ¢ ‘alifornia 
and it is the point that worries me; namely, these are items we catty 
in our stores catalog and which we issue all the time. But we hat 
to pick up all of these because then we may have a 10-year supply 
our warehouse; it may hurt our general supply fund, hurt our inveb- 
tory turnover rate; and hurt our inventory ceiling. At the same time 
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we hate to destroy them and a year from now, or a year and a half from 
now, have to buy the same catalog items for other agencies. 

Mr. OsrertaG. The record would indicate that you had no part in 
the original purchase. 

Mr. Mansure. But it would still go on our inventory. 

Mr. OstertaG. You are supported by the record, are you not? 

Mr. Braprorp. Yes; but the point made by the chairman in 
California is that we are getting one agency to stop holding a 10-year 
supply and it seems funny for us to pick up a 10-year supply of the 
same thing. 

The next item is from Port Hueneme, Calif., which is a naval backup 
base in the Pacific, 14,000 pounds of this string, [illustrating] which is 

i little off our standard catalog specification but it will serve the 
naniéte. 

The last item I have to show you is this: 62,000 boxes of file-cabinet 
dividers [illustrating]. 62,000 boxes of a standard item, by Cheli 
Air Force Base. 

Mr. Meptey. How many in a box, Bob? 

Mr. Braprorpb. There are 100 cards in a box. 

Mr. OstertaG. The military—that is, the various departments of 
the Defense Department—are carrying on their own disposal program, 
are they not? 

Mr. Braprorp. Yes, sir. They circulate reports through us to 
see if any other civilian agency needs them and then if we find no 
such agency, including ourselves, we send the paper back and they 
dispose of it. 

Mr. Ostertaa. Is there any relationship between their disposal 
program and these surplus commodities that you pick up? 

Mr. Braprorp. If we pick up the items off this declaration which 
came from the military then we would pull the property out of their 
warehouse and put it in ours and it would not be disposed of except 
by regular issue to some other agency. 

Mr. Ostrertaa. In other words, they would sell it direct to any 
prospective purchaser? 

Mr. Braprorp. Yes, sir. 


RETURN ON DISPOSAL OF SURPLUS PROPERTY 


Mr. Mrpuey. There is this relationship too, Mr. Ostertag. We 
have found that other agencies are not getting as good a return on 
their disposals as we are getting. We are getting about 26 percent 
of acquisition costs on outright sales. The militar v and other agencies 
are averaging about 7 percent of acquisition cost. Part of this increase 
in this budget is for additional supervision of the disposal methods by 
the other agencies. 

Mr. Mack. There is a further point I might add about these items 
that Mr. Bradford has shown you as items now in excess by various 
agencies. To the extent we can handle these items in our stores a 
reasonable supply would be taken into inventory and distributed to 
other agencies when requisitioned. We are now trying to work out 
with the military—and I think it will be worked out very shortly 
an arrangement whereby we will be able, for example in case of items 
of extremely long supply—10-year supply, 12-year supply—to agree 
to take more than our immediate needs, perhaps as much as 2, 3, 4 
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years, depending on the type of item, leave it where it is now war. 
housed, and draw against it, as needed, rather than have it sold 4 
surplus at a very low return. 

Mr. Tuomas. It will more than pay good interest, won’t it? 

Mr. Mack. Indeed it will, sir. 

Mr. Mansure. At the same time we ought to control the buying 
of all this stuff, too. 

Mr. Tuomas. Of course. Anybody can buy, but it is hard to sell 

Mr. Mack. There is one other point I would like very much fo 
Mr. Tuttle to highlight for you. That is on the direction of disposals 


AID TO AGENCIES IN DISPOSAL OF SURPLUSES 


Mr. Turrie. In 1956, we contemplate placing a disposal specialisi 
in each of the regional offices. Not a man to look for further use fo; 
property within the Government but a man to go out to the installa. 
tions, particularly of the Department of Defense, and work closely 
with those installations in developing sales which have greater publi 
appeal, and with an eye to increasing the rather low sales retum 
that is prevalent today. We feel that each of these men will pay 
their salaries many times over, sir. 

Mr. Tuomas. Even if he goes to a military installation of whatever 
nature it is, he goes there by invitation of that installation does he not? 

Mr. Turrin. This is the matter to be arranged, yes, sir. 

Mr. Tuomas. You can’t send him there and say “Well here I am, 
Admiral, or General, to look you over,” so if he shows up, he has to 
show up by invitation, doesn’t he? 

Mr. Turrue. Yes, sir. We have already had informal discussions 
with the Secretary of Defense’s office here in Washington to work out 
the details of just such a plan. 

Mr. Tuomas. How much progress are you making? 

Mr. Turrie. We feel that on a basis of supervision at the field 
level, it will be most welcome. 

Mr. Merp.ey. The real reason for the requested increase is this. 
We have a small staff and as our volume increased, the rate of utiliza- 
tion dropped. In 1953 we were getting 16 percent utilization. It 
dropped to 12 in 1954 and this year itis about 9. The only way we can 
handle this volume and get that utilization rate back up is to have a 
few more hands and arms to get the work done. 


EXCESS PROPERTY ACTUALLY UTILIZED 


Mr. Tuomas. You have set out a lot of figures here. Just what 
could you put your finger on that is definite and accurate, to show thi 
results of your efforts, dollarwise? 

Mr. Turrie. In 1954 fiscal year, sir, the amount that is shown ou 
the cash register is that item “utilization transfers, $57.4 million.” — 

That represents the excess property which we were able to find 
use for elsewhere in the Government, in many instances, canceling out 
new procurement. 

Mr. Tuomas. To the tune of $57 million worth. 

Mr. Tutte. Yes, sir. 

Mr. Tuomas. What price did you get for that and what did you 
pay for it? 
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Mr. Turtie. The $57.4 million is what Government paid for it. 

Mr. Toomas. When you take it in, you take it in at acquisition 
cost? 

Mr. Tutrie. That is the original cost to the Government. 

Mr. OsterTAG. In other words that is, what they originally paid 
for it? 

Mr. Turrte. Within the government the transfer prices are set 
up administratively on this basis: Unused property, 50 percent. Used 
property ranges downward 35 percent, 20 percent, zero percent, based 
upon its condition. 

Mr. Tuomas. All right. Now is this $57 million figure based on 
acquisition cost or disposal cost? 

Mr. Turrte. Acquisition cost. 

Mr. Tuomas. Then you divide that figure by 2, then? 

\ir. Mepuey. On that point we have analyzed many, many, cases 
and here is what we found out——— 

Mr. Tuomas. Is that correct? An accurate figure would be di- 
vided by 2? 

Mr. Mrepuiey. No, sir. 

Mr. Tuomas. What is it, then. 

Mr. Mrepiey. On an unused item you transfer it at half price. 

Mr. Turrie. That is transfer price that we had previously set up 
within the Government. It covers all categories of property. Its 
value to an agency is another proposition, and there are many 
examples that we could show you—and I have here about 12 examples 
of utilization—where the value to the acquiring agencies exceeded 
the original acquisition cost. The vintage of much of this excess is 
1944, 1945, 1946, and replacement costs, today, are often 120 to 150 
percent, and more, so the actual value to agencies is a different 
proposition, 

Mr. Toomas. Do you mean the acquisition cost on most of your 
items is far smaller than your replacement cost? 

Mr. Mepuey. That isright. We have tested many cases. Because 
of the age of the product and the decreased purchasing power of the 
dollar, the saving invariably works out to the original acquisition 
cost. Say you have an item that cost $100 8 years ago. If they 
went out and bought that new, it would maybe cost them $200 to 
$225 today. So we figure the saving to the Government is roughly 
$100—the cost of the item when originally purchased. 


HANDLING OF PERSONAL PROPERTY 


Mr. Evins. We had called to our attention the fact that a great 
deal of material was turned over to you by the Army that was in 
excess of their needs. What do you do with it? Do you just put it 
in your warehouses? 

Mr. Mepitey. Mr. Tuttle can tell you about that. 

Mr. Turrie. The donations of surplus personal property take place 
after the screening exhausts all chance for further Federal use. I have 
some figures on disposals by donations of surplus personal property 
in past years and through the first 6 months of fiscal 1955. 

Mr. Evrys. I am sure your warehouses are bulging from the reports 
we have, that the military services and others are turning over to you 
property in excess of their needs. What are you doing about emptying 
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your warehouses of these properties and turning them over to States 
and communities for educational use? 

Mr. Turrie. The rate of donations of surplus property to the States 
has increased considerably in 1953, 1954, and the first 6 months of 
fiseal 1955. The annual rate at present of donations—speaking jy 
terms of acquisition cost—will be $130 million for fiscal year 1955, 
All surplus personal property with the exception of arms, ammunition, 
and implements of war are made available to the State agencies for 
surplus property through the joint efforts of GSA and the Department 
of Health, Education, and Welfare. 

Mr. Evins. You are continuing to carry on that program at this 
time? It is not a thing of the past, it is continuing? 


PENDING LEGISLATION ON DONATIONS 


Mr. Turrie. Yes, sir. I believe at present there are some hearings 
going on in the House, in Congressman McCormack’s Special Sub- 
committee on Donable Surplus Property. The particular issue there 
is this: There has been an obstacle to the donation program caused 
by the Department of Defense policy of stock-funding more and more 
of their personal property. The purpose of the bill is to make it clear 
that the Administrator of General Services has authority to donate all 
surplus personal property regardless of how it happens to be funded 
within executive agencies. 

Mr. THomas. You mean once it is declared surplus? 

Mr. Turte. Yes, once it is declared surplus. Hearings on this 
bill, H. R. 3322, I understand are just about completed. 

Mr. MEDLEY. On the surplus personal property items, those items 
are not shipped to our warehouses. We get a paper that tells us here 
is a list of property located at such and such an installation that is 
excess to our needs. Wedo not move it from that military installation 
to our warehouse and then from our warehouse to its ultimate destina- 
tion. It remains at the military installation and is moved from there 
to its ultimate destination after it is declared surplus. 

Mr. Botanp. Did GSA express any opinion on H. R. 3322? 

Mr. Turtur. Yes. 

Mr. Extiorr. We favored that legislation and the Bureau of the 
Budget did also. 

Mr. Botanp. In disposing of surplus personal property, I under- 
stand first of all you attempt to transfer it to some other agency in the 
Government, and secondly it is donated for educational and health 
purposes. In the second category, to whom expressly is it donated? 

Mr. Exuiorr. I wonder if I can clear up one thing, and that is that 
only 10 or 12 percent of the excess personal property is actually re- 
ported to GSA; 90 percent of it either goes for donations or is sold 
directly by the holding agency. 

Mr. Botanp. The donable property does not go through GSA” 

Mr. Extiorr. Some does, but 90 ed does not. 

Mr. Turrie. With this addition, GSA does approve all donations 
of surplus property upon a recommendation by the Secretary of He alth, 
Education, and Welfare. 
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SUPPLY STANDARDS 


Mr. THomas. Mr. Reporter at this point in the record will you in- 
sert pages 123, 124, and 125. 


Supply standards 
Average employment 
Department Field Potal 


$369, 000 
+11, 000 


380, 000 


HIGHLIGHTS 


‘Satisfactory standards of quality and other characteristics of common-use 
commodities are established by developing specifications which establish standards 
of quality, types, sizes, and varieties of items, and by qualified products lists, for 
mandatory use by Federal agencies. Emphasis will be placed on conversion of 
industry specifications, thus increasing production from 587 spec ifications in 1955 
to 616 in 1956, while reducing costs by 5 percent. Provision is also made for 
37 standardization projects and for development and testing of security filing 
cabinets.” (From the Budget for 1956.) 

Operating economies progressively introduced in 1955 are reflected in lower 
init costs for 1956. Economies result from improved coordination with using 
agencies and suppliers and maximum utilization of industry standards through 
their direct adoption where appropriate in Federal and interim Federal specifica- 
tions and standards. Industry assistance and recommendations as to moderniz- 
ing overage specifications are counted on. 


Summary of performance cost 
1954 955 1966 


Specifications promulgated -_._______- , 2 ‘ $189, 348 $189, 7 $152, 500 
Interim Federal specifications. __ -- ices 93, 539 91. 200 | LLL, 900 
Standardization projects - - - , 79, 300 6 85, 600 
Security equipment dev elopme nt_- gies edeen 2,5 30, 000 


lotal cost or estimate... .__- ~s : 362, 187 369, 380, 000 


JUSTIFICATION 


a) Specifications promulgated.— Federal specifications, mandatory for use by 
Federal agencies assure maximum serviceability at minimum cost by est: sblishing 
optimum levels of quality and performance. Economies derived by use of Federal 
specifications are realized not only by the Federal Government but also by local 
governments which utilize them as a guide to their requirements. 

Work unit of specifications promulgated consists of either 1 new specification, 
| major revision, or 5 amendments. 


‘ations promulgated 2 368 


$516 


Performance cost $189, 3 $189, 700 
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Production of Federal specifications during 1956 will be reduced to reflect 
production of more work units of interim Federal specifications at a lower un 
cost. (See next item.) Reductions in unit costs and increase in production per 
employee result from adoption of improved methods of coordination with using 
agencies and suppliers. 

(b) Interim Federal specifications.—Work unit for an interim Federal specifics. 
tion is the entire operation of selecting, reviewing, revising, or converting a de. 
partmental, bureau, technical society, or industry specification to general Federa| 
use. Prior to promulgation as Federal specifications they are cleared with using 
agencies. 





1955 





Interim specifications --_-._._..-- 96 219 | 
Unit cost. $416 


Performance cost $93, 539 $91, 200 


Increased emphasis on the assigned- -agency method of developing specificatior 
data will expand performance in 1956 over 1955 by 41 percent while unit costs 
will be reduced 12.7 percent, reflecting improved coordination and operating 
refinements. 

(c) Standardization projects.—Unit of work measurement is the standardization 
of a group of items by selecting therefrom a few which fulfill operating require- 
ments most effectively and economically. 





Standardization projects ; 26 | 35 | 
Unit cost | $3, 050 | $2, 446 | 


Performance cost $79, 300 | $85, 600 | 





During first 2 years of operation of this project, 46 Federal standards wer 
promulgated, 20 in 1953 and 26 in 1954. These standards covered a wide variety 
of items, principally in office furniture, office equipment, and janitorial supplies 
They were developed with objective of realizing substantial savings from elimina- 
tion of unnecessary varieties, sizes, and types. Production rate of standards in 
1956 will be maintained in face of developing projects involving standardization 
of more complex materials and at a lower unit cost because of improved opera- 
tions and improved procedures developed from experience gained since inception 
of the project. 

(d) Security equipment development.—Executive Order 10501, November 5, 
1953, requires a high degree of protection in equipment used for custody of to 
secret material to minimize possibility of surreptitious entry, physical theft, 
damage by fire, or tampering. Lesser, but still stringent requirements are mad 
for secret and confidential data. 

Essential testing and developmental work was started by the Physical Equip- 
ment Agency in Department of Defense. Since abolishment of that agency in 
March 1954, this work has been continued by National Bureau of Standards 
with active ‘put inadequate assistance of other interested agencies which pro- 
vided manpower or funds. Program for 1955 mainly contemplates testing f 
conformance with specifications of insulated fire and tamper resistant filing 
cabinets out of funds advanced by AEC, CJA, DOD, State, and GSA, with tl 
understanding GSA would include funds for continued financing in the 
budget. 

Program for 1956 provides $17,500 for testing equipment offered by suppliers 
and $12,500 for research and development work on other types of equipment. 


1956 
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INSPECTION 
- THomas. Put pages 127 and 128 in the record. 


6. Inspection 


Average employment 
Amount eo 
Department Field 


$90, 000 
—3, 000 


308 87, 000 
$34: 


111, & 
HIGHLIGHT 


‘Delivery of commodities of specified standards is ensured by lot and plant in- 
spections, laboratory tests, and analysis of samples prior to acceptance. Technical 
inspections of certain equipment declared excess by other agencies are made to 
determine the exact nature and condition in order to foster effective utilization. 
Greater utilization will be made of suppliers’ laboratory facilities under the qual- 
ity assurance inspection procedure.” (From the budget for 1956.) 

Reduction in inspection and testing workloads and costs in 1955 and 1956 re- 
flects continuation of policy adopted in 1954 of limiting quality checks to materials 
believed subject to deviation from specifications. Provision made for small in- 
crease in management function to develop interchange agreements with other 
agencies having inspection facilities. 


ation 
Costs 
ating 


ation 
juire- 


Summary of performance cost 


1954 1955 1956 


riety B) Tg a een ene $53, 791 $46, 500 $43. 400 
=. 5) Tests pn ; 23, 916 11, 300 5. 400 

plies c) Management _- -- eee MERE aN Se 30, 594 32, 200 38, 200 

11na- 

is in Total cost or estimate___._......-- ; 108, 301 90, 000 87. 000 

ition - -- ~— 

eT a- 


,tion JUSTIFICATION 


(a) Inspections 


, top 





heft, 1955 
nad <== 

Units performed -- a deel 5, 700 5, 500 
juip- Unit cost : , $8. 16 $7. 89 
y m Performance cost Fier dbs ake $53, 791 $46, 500 $43, 400 
ards 
pro- i. eee 
5 for Items supplied under Federal schedule contracts will continue to be inspected 
iling in 1955 and 1956 on a spot basis where deviations from specifications are suspected. 
| the feduction in workload is consistent with objective of holding inspections to 


1956 minimum, considering improvements made by suppliers to overcome deficiencies. 


liers (b) Tests 
L. 


975 
st ocecess -- $24. 53 
Performance cost ee ee eee = $23, 916 
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Laboratory tests are made on samples submitted by bidders prior to award | 
Federal schedule contracts and on control samples of material being delivered 
Workload decreases in 1955 and 1956 as greater utilization is made of suppliers 
laboratory facilities under the quality assurance inspection procedure. 

(c) Management.—Basic inspection policies and procedures are developed 
provide economical and adequate quality controls over materials acquired unde; 
the 5 major procurement programs of GSA, each financed from a different appro. 
priation. Collaboration with other agencies provides maximum utilization of 
existing inspection facilities through interchange agreements, avoids duplicating 
visits to suppliers’ plants to greatest possible extent, and achieves greater 
uniformity in Federal inspection practices. 


Average employment (man-years 
Unit cost 


Performance cost 


Performance is expressed in man-years as functions performed are not suscept- 
ible to overall work measurement. 

Increase of one position in 1956 over 1955 to actively implement interchang 
agreement program and improve uniformity in governmentwide_ inspectior 
practices. 

Suppty MANAGEMENT 


Mr. Tuomas. Mr. Reporter, put in pages 130 and 131. 
Supply management 


Average employment 
Amount 
Departmental Field 


only cece $98, 500 | 
Change-- ii sais +20, 500 | 


119, ‘000 | 
| 


HIGHLIGHT 


‘Policies, regulations, procedures, and instructions for improving the manage- 
ment of supplies and equipment by civilian agencies are developed and their 
application and installation coordinated through on site surveys. Performance 
for 1956 contemplates reducing the survey cycle from 8 to approximately 6) 
vears for agencies Warranting comprehensive examination’’ (from the budget for 
1956). 

During 1954, improvements installed as result of surveys conducted in 6 execu- 
tive agencies produced measurable economies of $2,424,000, including utilizatio1 
of excessive inventories, space adjustments, and personnel reductions. In addi- 
tion, there were intangible benefits in terms of increased efficiency, economy, 
and service. Policy of surveying only selected agencies having substantial suppl 
operations and improving supply practices in other agencies by promulgating 
standards and regulations, will be continued in 1956. Surveys are expected to 
produce economies of $2.5 million in 1955 and $3 million in 1956. 


Summary of performance cost 


1954 


(a) Personal property management surveys ; $29, 737 | $32, 800 $41, 00 
proj q 3 

(5) Installation of improvements ime 66, 973 fi. 65, 700 | 78, 00 

Total cost or estimate. ___- . . 96, 5, 710 c 98, 500 

| 
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d of JUSTIFICATION 
) 
red 


Personal property management surveys cover all phases of supply operations 
ers 


dividual agencies, including procurement, warehousing, distribution, property 
ation, and establishment of reasonable inventory levels, with objective of 
ishing coordinated, efficient, and economical Federal supply system 


d ti 
nder 
pro- 
n of 
ting 
ater {verage employment (man-years) 3.6 4.0 5.0 

; st 4 $8, 260 $8, 200 $8, 200 


1954 1955 


Unit cost 


Performance cost $29, 737 $32, 800 $41, 000 


'ncrease of 1 man-vear is proposed in 1956 over 1955 to provide staffing neces- 
sarv for rounding out existing survey teams and reducing time required to 
complete the survey evele from 8 to approximately 632 vears for agencies with 
supply operations of sufficient magnitude to warrant comprehensive examination. 

To insure that effective supply management practices are carried out by smaller 
agencies, direct action will be taken to correct deficiencies revealed in examination 
of semiannual inventory status reports. 

b) Installation of improvements resulting from surveys insures that needed 
improvements in supply operations are made operative in agencies surveyed; 
that GSA’s policies and regulations are appropriately revised to cope with 
supply problems as they develop; and that potential savings and economies are 
actually realized. Included, for example, are reduction of inventories, utilization 
of excesses, adaptation of proper purchasing and contracting methods, institution 
of agency supply management controls, and consolidation or elimination of 
unnecessary warehouses or storerooms.° 


Average employment (man-years) - - - 8.5 8.0 


Unit cost... ; ; $7, 879 $8, 212 $8, 210 


Performance cost............-..- : $66, 973 $65, 700 $78, 000 


Performance is expressed in man-years as functions performed are not 
susceptible to overall work measurement. Increase of 1.5 man-years over 1955 


necessary to realize greater benefits and economies by implementing surveys at a 
rate proportionate to increased survey program. 


EXPENSES, GENERAL SupPLY FuND 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 


ippropriation or estimate... - $13, 924, 5 $12, 066, 800 $12, 000, 000 
Transferred from 
“Operating expenses, Public Buildings Service, General 


Services Administration,’’ pursuant to 5 U.S. C. 630d 8, 
“Maintenance and operations, Army,’’ pursuant to 5 
U.S. C. 630e... i : 10, 2 
Adjusted appropriation or estimate 13, 942, 750 12, 066, 2, 000, 000 
Reimbursements from non-Federal sources 1, 238 
Reimbursements from other accounts 188, 805 297, 2 270, 000 
. otal available for obligation ' 14, 132, 793 12, 364, 2, 270, 000 
UVnobligated balance, estimated savings- —706, 940 
_ Obligations incurred 13, 425, 853 12, 364, 000 2, 270, 000 
“ ( mparative transfer from ‘Operating expenses, Public 
= Buildings Service, General Services Administration” 91, 000 91, 000 
|, 000 me ng; - — - 
:, 000 lotal obligations... - ‘ 13, 516, 853 2, 455, 000 | 12, 270, 000 


000 al el meet s ue . 
f NoTe.—Reimbursements from non-Federal sources above are refunds of employee terminal leave pay- 


Ments (5 U.S. C. 61b). 


58616—55—pt. 2——-8 
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Obligations by activities 


Description 1954 actual | 1955 estimate | 1956 estima: 


Direct Obligations 
. Stores operations .--| $5,042, 121 $4, 701, 700 
2. Direct order purchasing 920, 560 1, 741, 400 
3. Space and related costs 2, 756, 782 2, 511, 000 
. Direct order inspection 581, 651 542, 700 
. Equipment maintenance . 114, 015 23, 000 
Administrative operations___- : ' 2, 912, 919 2, 538, 000 


Total direct obligations. -- : ; 3, 328, 048 12 2, 157, 800 
Obligations Payable Out of Reimbursements From Other Accounts 


1, Stores operations : = Z 159, 539 255, 400 
4. Direct order inspection___ , , 27, 835 | 29, 400 
Administrative operations-_- ‘ ‘ 1,431 | 12, 400 


Total obligations payable out of reimbursements from | | 
other accounts. _ 188, 805 297, 200 
Total obligations_. ; ; | 13, 516, 853 12, 455, 000 


Obligations by objects 


ee 


Object classification 1954 actual | 1955 estimate! 1956 estimat 


Summary of Personal Services 


Total number of permanent positions 
Full-time equivalent of all other positions _- 
Average number of all employees . 
Number of employees at end of year 


i 


Average salaries and grades: 
General schedule grades: 
Average salary - 
Average grade 7 
Ungraded positions: Average salary- 


Personal service obligations: 
Permanent positions o eeeaee Je ‘ 522, 533 $7, 959, 
Positions other than perm: inent ; : iL: 3, 169 
Regular pay in excess of 52-week base _---- . 31, 952 | 
Payment above basic rates... hd Matias atk thins ; 137, 883 


r 
3 
3 


Total personal service obligations ; 8, 804. 637 


Direct Obligations - 

Personal services... ..--- aaa ees So 8, 656, 574 7, 831, 000 
Travel : palace aed 56, 624 84, 400 
Transportation of things_- y ; 259, 100 207, 800 
Communication services. .-- ; ee 193, 179 172, 700 
Rents and utility services_........_--_- oak 263, 971 265, 500 
Printing and reproduction _-- s oi 294, 476 264, 500 
Other contractual services Se ; es 3, 293, 227 3, 086, 400 

Services performed by other agencies___- 36, 389 | 27, 000 
Supplies and materials_................--.-- ; 216, 794 199, 900 
Equipment as : Petts 2 8, 884 
Lands and structures _-- _ ; 16, 802 
Refunds, awards, and indemnities__...._...-_-- alas 3; 186 |... 3 
Taxes and assessments... -.------ Se caieeisia ‘ 42 18, 600 


Wivieaetieqsr eg UF 


Total direct obligations. ---_-- E ee 12, 157, 890 | 12, 000, 0M 


Obligations Payable Out of atte ments From 1 Other 
Accounts 

Personal services gated , 06: 234, 300 | 
Travel_-.- ciel ies vlhcinaennua dbtbiibiaicsigs se i hes celine oe : 100 
Transporté ition of things a ; eer Kaan 100 
Communication services i Seek cotta , 06 1, 700 
Rents and utility services... -- rake ‘ Saar e 38: 400 
Printing and reproduction hastens asin 2 500 
Other contractual services ce , 22, 95 31, 700 

Services performed by other age MM oe ca, ; 36: 400 
Supplies and materials De ecgitteiabinalcac cee 13, 251 25, 300 
Equipment__. nian unanbhdes <adabiianed d 1,171 
Refunds, aw ards, and indemnities_._.__.______- Sal 90 
Taxes and assessments ssh oats was eeticaae 442 


Total obligations payable out of dines ments from 
ether accounts... _ 188, 805° 


gi eee ee | 13, 516, 853 1z, 455, 00 
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Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 


o™), (OF 
100, on Obligated balance brought forward - --.-_-_-- i dig eee , 6 f $1, 133, 881 $781, 681 
555, OM Obligations incurred during the year-_--.........--..--- : 3, 425, 85: 12, 364, 000 | 12, 270, 000 
60, On , 
S54, 00 


ied aoe 15, 035, : 13, 497, 881 3, 051, 681 
3 Adj es nt in obligations of prior years — 236, 608 fees 
yy). (vy Reimburse I ob inndecetecs ~ -snee —190, 04: — 297, 200 270, 000 
beat Obligated balance carried to certified claims account.________- —4,; petite teistricstadd 
Obligated balance carried forward-_........---.-.---- a--------| ~1,155,88 , 681 | 801, 681 


i EE eee eee 13, 470, 53% 12, 419, 000 , 980, 000 


Expenditures are distributed as follows: 
Out of current authorizations. : 12, 141, 28¢ 11, 439, 700 
Out of prior authorizations : 1, 329, 2 979, 300 


Mr. Tuomas. Mr. Reporter, at this point will you insert the table 
at page 140 and the reading material on pages 141 and 142 and the 
table on 148. 

(The information requested follows:) 

EXPENSES, GENERAL SuppLty FuND 
Summary reconciliation of 1956 estimate to 1955 funds 
a) 1955 Appropriation in annual act _. $12, 066, 800 
Comparative transfer from ‘‘Operating expenses, PBS’’_ __ 91, 000 


Adjustment in ‘‘Administrative operations” to bring financ- 
ing in line with workload —231, 000 


Comparative total for 1955 Mi, 926, 800 


b) Decreases in 1956: 
Nonrecurring costs, excess space, etc $411, 000 
Supervision of interagency motor NOOB: oon A 000 
Operating economies .. 227, 700 
—— 701, 700 
Increases in 1956: Expense of operating increase in sales pro- 
gram of $8.9 million 774, 900 


Total estimate for 1956 moe 12. 000, 000 


Analysis by activities 


1955 
Activities Rn, LT eetinte 
Available Adjustment ere “dd 


1. SECTOR CNN a sniwinii sin onanennotia $4, 701, 700 ; $4, 701, 700 $5, 115, 000 
2. Direct order purchasing 1, 741, 400 |_--- : , 741, 400 1, 786, 000 
3. Space and related costs__............------ 2, 420, 000 +$91, 000 3, 521, 000 2, 100, 000 
. Direct order inspection 542, Wee ts) es 2, 700 | 555, 000 
. Equipment maintenance 4 > iz ET sues 123, 000 60, 000 
6, Administrative operations vA 538, 000 | | — 231, 000 2, 307, 000 2, 384, 000 


Te ot Bde bei nassau “12, 066, 800 —140, 000 926, 800 12, 000, 000 


1955 ; oe elie ie 
— 140, 000 

11, 926, 800 

+ 73, 200 


12 000, 000 
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APPROPRIATION LANGUAGE 


‘Expenses, general supply fund: For expenses necessary for operation of the 
general supply fund (except those authorized by law to be charged to said fund). 
including contractual services incident to receiving, handling, and shipping 
warehouse items; not to exceed $250 for purchase of newspapers and periodicals 
and not to exceed [$93,100] $85,400 for expenses of travel; [$12,066,800] 
$12,000,000: Provided, That [during the current fiscal year the gene ral supply 
fund shall be available for the purchase of not to exceed twelve passenger motor 
vehicles for replacement only and for the acquisition of thirteen such vehicles 
from excesses reported by other agencies, or from forfeitures: Provided further, 
That] funds available to the General Services Administration for the eurrent 
fiscal year shall be available for the hire of passenger motor vehicles. 

‘‘Leased warehouse space temporarily in excess of operating requirements may 
be subleased to commercial organizations and the proceeds credited to the fund 
from which rental payments are made during fiscal year [1955] 1956.” 


GENERAL STATEMENT 


“This appropration provides for the expenses of operating the nationwide 
supply system whereby common-use commodities and services are sold to agencies 
from store depot stocks, and (2) by direct delivery, whichever is more eco- 
nomical. It also provides for supervisory and clerical costs of repair shops and 
intra-agency motor equipment pools and related facilities. Cost of commodities 
and services are initially financed from the general supply fund, subject to re- 
imbursement by ordering agencies. Total sales for 1956 are programed at $139.2 
million as compared to $130.3 million for 1955. This increase of $9 million is 
largely in stores sales as a result of further implementation of the military supply 
support program and expansion of interagency motor pool operations. No in- 
crease is provided for in direct delivery sales nor in stores sales to civilian agencies, 
the latter on presumption that agencies will continue to consume their diminishing 
inventory excesses of certain commodities. No increase in appropriation for 
1956 is requested. However, depletion of inventory excesses at a date earlier 
than contemplated or increased workload under additional purchase assignments 
from the military may necessitate provision of increased operating funds.”’ (From 
the budget for 1956.) 

Sales and services under GSF to Government agencies include (a) stores items 
purchased and stocked in 12 stores depots, issued upon requisition to agencies; 
(b) nonstores items and stores items ordered in sufficient volume, for which 
purchase is made by GSA for direct delivery to ordering agencies; (c) services 
of automotive, furniture, and typewriter shops, and internal GSA motor pools, 
pending their integration, at all locations, with interagency motor pools; and 
(d) interagency motor equipment pool services authorized under Public Law 
766, 83d Congress. 

The administration's governmentwide policy for 1954 (that “requirements 
for operating supplies and equipment will be met to the fullest extent possible 
by reductions in inventories rather than by new purchase’’) had the effect of 
reducing civilian agency demands on the general supply fund. Increased volume 
anticipated from military establishments under program for increased use of 
GSA facilities by DOD failed to materialize to extent expected, for the same 
reason. Total sales during 1954 were under 1953 by 3.5 percent in stores and 
25.9 percent in direct deliveries. 

Employment was reduced during each quarter of 1954 to keep costs in line 
with reduced civilian agency needs. However, some reserve capacity was main- 
tained to handle increased workload from the military as contemplated in agree- 
ment with Budget Bureau and DOD. Following results achieved: 


Actual employ- Reduction in for 


ori ndi Yy . 
Period ending ment (direct) during period 


June 30, 1953 


Sept. 30, 1953 
Dec. 31, 1953__- 
Mar. 31, 1954 


June 30, 1954___- 
July 31, 1954 


Total reduction 
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The heavy reduction initiated in the fourth quarter of 1954 brought employment 
in line with volume of work actually in process, eliminating all reserve capacity, 
and established for 1955 an operating base 19 percent below actual costs for 1954. 
Also, stores inventories were reduced 12 percent and action was initiated to sub- 
lease excess Supply depot space representing 24 percent of the total under lease. 
Approximately one-third of this excess space has been reassigned or sublet and 
the balance will be disposed of as quickly as possible. 

Some further reductions in costs are anticipated in 1956. Estimated cost levels 
for 1956 represent the minimum at which reasonable service can be supplied 
customer agencies. 

Sales programs for 1955 and 1956 are based on (1) assumption that civilian 
agency requirements will remain relatively unchanged as compared to 1954, 
(2) gradually increased use of GSA stores depots by DOD, (3) assumption that 
direct delivery sales to DOD will remain at about the same level for both years, 
and (4) progressive establishment of interagency motor pools. 

Sales volumes and cost data follow. 


Sales volume and cost data 1953-56 


1954 (ad- 1955 (ad- 
justed justed) 


a) Store sales (including fuel yard): 
Workload (millions) : 
Military agencies 
Civilian agencies 


Total 


Unit cost (per $100 of sales) : 
Operating expenses 
Space and related costs 


Total cost per $100 of sales ; 21. 4: 7.3% 15. 99 


Performance costs: 
Operating expenses. _- a \ » 204 7, 881, 800 8, 452, 000 
Space and related costs_- : - . 2, 511, 000 2, 100, 000 


Total performance costs i ; 21: , 324, , 392, 800 , 552, 000 
By activities. __-- 4 _ . 21% , o24, , 392, 800 , 552, 000 


1. Stores operations. - -- fo 4 5, 2 5, : , 701, 700 5, 115, 000 
2. Direct-order purchasing _ _- 627 35, 779, 360 840, 000 
3. Space and related costs : , 953 | 2, 756, 78% 2, 511, 000 , 100, 000 
4. Direct-order inspection - ; 537, 409 5 450, 440 4169, 000 
6. Administrative operations Bae 2, 500, 936 > ; , 950, 300 2. 028, 000 


(b) Direet delivery sales: 
Workload (millions): 
Military agencies - --- 9.7 13.5 26. 0 26. 3 
Civilian agencies. 57. 36.3 39.8 39. 5 


Total. 7.2 19.8 65.8 66.1 

Unit cost (per $100 of sales) _-- 2. 66 3. 08 2.14 2.10 
Performance costs i , 786, 430 1, 533, 163 , 411, 000 , 388, 000 
By activities , 786,430 | 1, 533, 163 , 411, 000 , 388, 000 


2. Direct-order purchasing -_ 1, 193, 758 1, OR5, 116 962, 040 946, 000 
4. Direct-order inspection 80, 303 98, 881 92, 20 86, 000 
6. Administrative operations 512, 369 349, 166 356, 700 356, 000 


(c) Sale of services (except interagency motor pools): 
Workload, net (millions) 2:2 6 2. 2 1.2 
Unit cost (per $100 of sales) 2.7 7.1% 5.5 5. 00 


Performance costs 60, 000 


_ (5. Equipment maintenance.) 
Other income (millions): 
Interagency motor pool sales. 
Special operations (Gallup, N. Mex.)_--- 
Miscellaneous 


{ 


Total... 7 
Total all sales programs (millions 125.7 ‘ 130.3 
Total performance cost--- 12, ¥58, 994 2,971,212 | 11,926, 800 12, 000, 000 

10. 31 x 9.15 8. 62 
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PERSONAL SERVICES 


Mr. Tuomas. How many employees do you have under the fund 
now? 

Mr. Mack. In all of the fund’s activities 

Mr. Tuomas. As of January 1. Some late figure that you have. 

Mr. Mack. The 1955 figures are 1,819 man-years, including 1397 
and 1,579.3 in the field. 

Mr. Tuomas. That is 2,000 bodies, then? 

Mr. Mack. There were 1,873 on board January 31, 1955 

Mr. Tuomas. Go ahead. 

Mr. Mack. The 1956 total will be 1,892.9, 143 here and the rest 
in the field. 

Mr. Tuomas. That is an increase of 71? 

Mr. Mack. 73.9 man-years over the 1955 average. 

The general supply fund activities include store operations, buying 
for stock and direct delivery, inspection, and so forth. 


VOLUME OF SALES 


Mr. THomas. Give us a list of your stores and locations. I see you 
are jumping up your volume to $139 million, next year, as against $13) 
million in 1955. 

Now Mr. Mansure comes along and says you are figuring on jumping 
it up to $200 million, that you are going to do a little business with tli 
armed services. Is that wishful thinking? 

Mr. Mack. It is very real, Mr. Chairman. The budget estimat 
shows total volume at 139 million for 1956. However, as the Ad- 
ministrator said previously, we have a supplemental pending befor 
the Bureau of the Budget ‘based on a volume of 161.8 million in 195¢ 

From the beginning of this fiscal year, our business from the militar) 
has picked up steadily. That means our total business has picked up 
steadily for stores. 

As of now, the volume of business from the military represents 
slightly in excess of 55 percent of our total stores business. Thi 
amount of business in the pipeline is similarly increasing. 

Mr. Tuomas. How many stores do you have and where are they 
located? 

LOCATION OF STORES 


Mr. Mack. There are 12 stores; 10 are at regional headquarters 
locations and 2 are district stores. Those two are at Cleveland 
Ohio, and Los Angeles, Calif. 

The regional stores are located at Boston, New York, Washington, 
D. C., Atlanta, Kansas City, Mo., Dallas, Chicago, Denver, Sat 
Francisco, and Seattle. 


TOTAL INVENTORY OF STORES 


Mr. Tuomas. What is your total inventory as of the close 0! 
business, December of last year? When do you take inventory? 

Mr. Mack. It would be taken at the end of the year, usually. 

Mr. Tuomas. The fiscal year, or calendar year? 

Mr. Mack. Fiscal year. 

Mr. Tuomas. How often do you take it, once or twice a year’ 
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Mir. Mack. Once a year. 

The current inventory, the last figure I saw was about $21 million. 

Mr. Mepuey. $21,104,986, as of June 30, 1954. 

Mr. THomas. How often do you turn that stock a year? 

Mr. Mack. This year it is running about 3.2. Last year our inven- 
tory was larger and our turn was less. 


OPERATION OF THE GENERAL SUPPLY FUND 


Mr. Toomas. For the purpose of the record, give us a little quick 
discussion of how this is going to operate. 

Mr. Mack. There is a general supply fund of about $45 million. 
The fund is used by us to buy supplies that are distributed through 
our stores. Payments by the agencies for stock issued to them are 
used to reimburse the fund. 

Mr. THomas. Don’t skip over that payment by the agencies so 
lightly. They don’t charge these agencies a penny profit, even the 
transportation cost. It is all charged against this fund. In the old 
days, there was a 10 or 15 percent markup. 

Mr. Mepuey. The transportation cost to the first point of destina- 
tion is included. 

Mr. Tuomas. To the first point, that’s right. 

Mr. Mansure. That is very important. If we assumed all of that 
cost it would be more of a burden to GSA, but there would be a saving 
to the Government overall because we would eliminate the billing, the 
making out of bills of lading and everything. We could group them 
together and have one shipment instes ad of a group of shipments and 
there should be some consideration given to that. 

Mr. Tuomas. How do you figure you save the Government any 
money by the operation of this fund? 

Mr. Mack. First as to the store’s operation, we save money for the 
Government because we buy in bulk, and distribute in retail. We 
pass along to the using agency the bulk price whatever their require- 
ment may be. The bulk price advantage is a considerable factor, and 
we would be glad to give you some illustrations 

Mr. OsrertaG. You contend that you can buy cheaper than other 
agencies of Government by virtue of volume? 

Mr. Mack. That’s right. We make savings, first, as to the con- 
solidated price advantage, the quantity price advantage; savings in 
the handling and distribution of goods because we are operating at a 
single warehouse at each loc ‘ation; and by carrying a consolidated 
inventory for many using agencies. The alternative would be for all 
agencies to have warehouses for whatever their requirements might 
be, of these same kind of items. 

sv the way the items that we carry in the stores are the kinds of 
items that are used day by day. Maintenance items, office supply 
items, small tools, some food items, electrical supply items, et cetera. 

I would like to have you see a copy of the catalog that will give you a 
description. I would like also to make these specific points, because 
they are quite i important: 
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ADVANTAGES OF CENTRALIZED PROCUREMENT 


: he advantages of centralized procurement generally are these: 

Eliminates duplication of purchasing and distribution organiza. 
Piso reducing personnel and other costs. 

2. Extends the price advantages of volume purchases to all small 
purchasers. 

3. Eliminates competition between Government agencies for similar 
type items, thereby gaining price advantages 

4. Assures utilization of simplified purchasing procedures an 
standardized specifications, and permits participation of small busines 
” local suppliers. 

Permits purchase scheduling to take advantage of seasonal or 
slack period requirements. For “example, antifreeze for all agency 
oe nts. 

Reduces new purchases on governmentwide basis through co. 
satistae of excess property utilization with agency property require. 
—r 

Improves quality of goods by inspections and reduces costs by 
the ‘elimination of duplicate inspections. 

8. Assures lowest transportation charges for the movement of 
Government property through centralized rate negotiations with 
carriers. 

9. Permits simplification of accounting, billing, and paying pn- 
cedures which reduces administrative costs and expedites payments 
to suppliers. 

10. Encourages participation of maximum number of bidders by 
providing fewer buying offices and uniform bidding terms and condi- 
tions. 

11. Effects savings in storage and distribution costs by having 1? 
stores located throughout the United States operated by GSA for us 
by all agencies. 

Mr. Tuomas. Mr. Mack, since your agency is a service agency, it 
works without profit. Is that correct? 

Mr. Mack. That’s right; yes, sir. 

Mr. Tuomas. You know you provide these items, and you know 
you are not making a profit on X, Y, or Z agency. You have every 
reason to think that you are saving X, Y, and Z agency some money 
But, here is the weakness of the system: You can’t control what they 
buy from you, nor what they buy from people other than you, so i 
in the long run at the end of the year, X, Y, and Z agencies have spent 
as much money as they normally spent before the ‘supply fund went 
into operation, or they spent more money, then where has there beet 
any saving? 

Mr. Mack, I hope you have some evidence from the agencies 
showing their entire purchases of common use items over a period 0! 
vears, before vou came into business and since you have been i 
business. We suggested that to you last year, or the year befor 
last. It is our observation, with various and sundry agencies, thal 
we see no savings in their supplies and materials, and that ought to 
be reflected some place, if that saving is going on in the Governmen! 
There is no need of beating your brains out in your organization 
going out buying and oe and selling and delivering and 9 
forth, if at the end of the year as far as John Public is concerned 
there is no savings. 
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Mr. Mack. On these kinds of items—that is the items we carry in 
stores—the agencies generally are now required to look to us for their 
requirements. That is, they must buy those requirements from us, 
with this exception—and it is a big exception. The stores are not 
mandatory upon the Department of Defense. We are working out 
progressively with them an arrangement whereby they are looking to 
us for the kinds of items that have been cleared with them, and while 
progress has been made there remains much to do. 

Mr. THomas. Why don’t you go to some of your old customers 
that you have done business with and try to get some information 
along the lines I have indicated to you? The observation here is 
that we can’t find any falling off in supplies and materials. 

Mr. Mack. The common use items would be a part of their supply 
expense, not the whole item, and any savings we make would be re- 
flected to that extent. 

Mr. Tuomas. If there were a savings to anybody, any Government 
agency, you will never get any credit for it, because you can’t prove it. 

Mr. Mepury. Mr. Chairman, if I understand you correctly, I think 
this is part of the answer. Assume that an agency has $50,000 in its 
budget for supplies and materials. Year after year they have been 
getting the $50,000. I think the point we can make is that if they 
buy from us they get more for their $50,000 than if they spend the 
$50,000 on the outside. I think that is logical. 

Mr. Tomas. Yes, I think that is substantially true. 

Mr. Mepuey. But the real control, of course, is the agency’s budget. 

Mr. Tuomas. And whether they use it wisely or not is something 
you can’t control. Whether they are buying too much nullifies the 
savings. 

Mr. Mansure. We are merely an economical source of supply. 

Mr. Mack. We do as much as we can to control inventories with 
our Supply Management Division which makes onsite surveys of 
agencies and requires excess stocks to be reported. We give inventory 
guidance—that is, regulations have been issued to prescribe the level 
of inventories to be maintained by agencies of particular types or 
categories of supplies. 

Mr. Tuomas. What agencies are not doing business with you now, 
outside of the armed services? 

Mr. Mack. The other agencies that are not required to do business 
with us are mostly corporations. TVA, AEC—although AEC does 
give us a good bit of business. Mr. Harman, who is regional director 
at Atlanta is here and can speak to this. I believe TVA is now looking 
to us for stores items and other supply re quire ments. 

Mr. Harman. Yes, especially at the Savannah River installation. 


VETERANS’ ADMINISTRATION SUPPLY RELATIONS 


Mr. Tuomas. How are you getting along with the Veterans’ 
Administration? 

Mr. Mack. Pretty well. We are handling their common-use 
supplies generally, except for one category which is pretty sizable and 
that is subsistence. The y buy, of course, therr own medical supplies. 

Mr. Tuomas. Outside of the subsistence and medicine, that covers 
about 99 percent of their business, doesn’t it? 
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Mr. Mack. Subsistence is a tremendous item and, medical supplies 
I think, probably is about the same in dollar volume, when you include 
medical supplies, equipment, hospital needs and so forth. 

Mr. Tuomas. What items in subsistence are you stocking, now? 

Mr. Mack. We stock about 250 items of nonperishable subsistence. 
They are standard, nonperishable items. 

Mr. Tuomas. No fresh fruits, vegetables, and meats, and so forth? 

Mr. Mack. No, sir. 

Mr. Mansure. We feel the nonperishable foodstuffs should be pur. 
chased by GSA. There is no reason why these other common-us 
items should not be purchased by a single agency. Sufficient weight 
is not given to the fact that all over the country there are groups of | 
and 2 and 3 individual offices. They are buying things from us that 
the Government needs at the same low price that a very large user 
gets and that is done by this control of buying. 

We have been very fortunate in getting the consulting advice of 
Carl Kresl, formerly of Sears, Roebuck, and Hess Kline to advise us on 
this overall purchasing program. They are here today. We feel i! 
we can get a better control of the use of the items that are purchased 
by Government agencies, as well as the supplying of those items, and 
particularly with ‘the three branches of the services, that a very siz- 
able saving can be made in this overall common use item program. 

Now as to the services, our big point is there must be continuity 
in the purchase of these items. Where you move military personnel 
back and forth for comparatively short periods of time to direct the 
purchasing operation, and then you move them out, you lose con- 
tinuity and you lose control of the items that you are buying. 

We feel if we are buying a typewriter ribbon or some ‘thing of that 
type for the civilian agencies, we should be able to do the same job 
for the military. 


CONSULANT HESS KLINE’S COMMENTS ON GSA SUPPLY OPERATIONS 


Mr. Tuomas. Do we have Mr. Kline and Mr. Kresl present here 
with us today? 

Mr. Mansure. Yes. 

Mr. Tuomas. We are certainly delighted and honored to have you 
with us, today. Come around here, ‘introduce yourselves and do a 
little talking. How is this agency doing? 

Mr. Kune. My name is Hess Kline, resident of Philadelphia, Pa., 
cofounder of Food Fair, one of the larger chains of food department 
stores. In addition, I have had 15 vears of department store exper'- 
ence in buying and general merchandising. To answer your question, 
they look pretty eood, thank you, sir. 

Mr. Tuomas. Is there anything that can be done about the Veterans’ 
Administration setup? 

Mr. Kune. I think this organization can do Veterans’ a lot of good. 
If the buying was consolidated, there would be a saving. 

You are referring to food? 

Mr. Tuomas. Nonperishables. 

Mr. Kurne. Perishables would have to be bought locally. If you 
shipped within 100 miles you could handle it, but when you ship 
farther than that, you are in trouble. I am talking about meats, 
produce, fruits, frozen foods. 
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Mr. Tuomas. We are wondering just about canned goods and things 
of that sort. 

Mr. Kurnz. This organization, GSA, is doing a job in a small way, 
on about the same basis private industry is doing it, but they have a 
terrific chance to expand their operation and in the future arrive at 
great savings by centralizing the buying. 

For instance, on canned foods, which are canned once a year it 
doesn’t mean you have to buy a year’s supply at one time. You can 
buy a 6-month supply, and make a commitment for the balance. 
Take delivery of 30 days, 60 days, 90 days supply and then you would 
take in the balance in 6 months. In the meantime make the commit- 
ment for the balance of the year. 

Now, that is the way private industry buys billions of dollars worth 
of foodstuffs. 

I have found, since I have been here at Mr. Mansure’s request, that 
GSA buys a lot of items cheaper than we do in private industry. 
GSA gets store delivery on orders as low as $25 where we pay the same 
price for a carload from national houses that can give you national 
distribution. 

I was asked to check some of the prices, which I did during the last 
2 or 3 weeks, and that is what I found. I even found that they are 
buying coffee for less than we are. Likewise cereals and many things 
all the way down the line. 

It seems like suppliers favor the Government. 

Mr. Tuomas. Do you find that the Veterans’ Administration buys 
their common-use items—I mean where the supply fund and the VA 
have the same line of items—do they buy them at about the same price? 
Is there much price differential? 

Mr. Kurne. The only difference I can see is that GSA is in the posi- 
tion to service them and give them a better turnover with a lower 
money investment. 

Mr. Tuomas. It is 12 warehouses against 3, isn’t it? 

Mr. Kurne. Well, there are 12 and GSA has national distribution. 
I think the GSA could buy all the food for the Government eventually, 
in dry groceries, and even for the Army. They would have better 
control ‘by centralizing the buying. 

In fact, we have a setup now w here we are going to centrally buy all 
the big items for the 12 stores. All canned foods, fruits and vegetables. 
We are going to start from there. Allocate whatever they want and let 
them draw against the contract. And buying in quantity like that, we 
are bound to derive a saving. Now, to go out and buy from the 
jobber, you pay from 15 to 20 percent more. It is not an economical 
way to buy. I think that GSA could do a terrific job. Not only on 
foods but other items. 

Mr. Tuomas. How do you think the problem of the VA and 
General Services can be best worked out? If there is a savings to be 
made, certainly the one who can do it the cheapest ought to do it. 

Mr. Kune. I think it should be taken over gradually. If a decision 
is made to take it over, I think it could be taken over in about 60 to 
90 days. Are you asking me how? 

Mr. Tuomas. Yes. 

Mr. Kunz. I think the best way to take it over is to make a study 
of their habits of buying—which is long-range. We wouldn’t have 
to buy in GSA, in long-range like they do. I just finished a study of 
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data somebody gave me, one of the men over in the Department, of 
how they operate and how they buy, and they seem to buy on 
pretty long-range. GSA would get a much better turn, as I said 
and have less money invested. In studying this operation you could 
learn their habits and what they buy, and gradually whip it into GSA 
and liquidate their operation without mov ing it, and give them better 
service. And, you could do a better job on centralized buying by 
saving on quantity. 

Mr. THomas. Would you think well of the idea of setting up two 
or three little areas and trying it in an area, first, with one or two 
installations of the Veterans? 

Mr. Kung. GSA has 12 distributing points now. If they took on, 
say, $100 million, $500 million, or even $1 billion worth of buying, 

$2 billion, they would naturally have to have more distributing sell 
in the United States to handle and cover that business. But, they 
have the groundwork now, to start from, with the 12 stores, so it is 
just a question of expanding from there as the ice comes on, 
without any extra overload. 

Mr. Tuomas. That makes sense, doesn’t it? 

Mr. Kirne. You don’t do it before you are ready. Study it and 
then do it gradually and as you take it on, vou can work fast. You 
can get someplace. 

Mr. Tuomas. You don’t get them upset and get too much and have 
a quantity on hand that vou have to transfer all over the United 
States? 

Mr. Kurnr. Eventually you could handle the perishables on the 
same progressive basis. 

Mr. THomas. That is very helpful and we have been delighted to 
have you here. We hope you will be back with us again. 

Mr. Kune. Thank you. 

Mr. Puiuurps. You emphasized in your testimony the advantag 
of buying—the price advantage and so forth. 

1 think one of the great advantages which would accrue to the most 
complete centralization of buying would be a central inventory record 
control, so we could prevent the accumulation of even minor items in 
some warehouse and not p additional material while we had an 
excess of the same item—TI don’t know whether paint would be an 
example or not—in some other warehouse. Don’t you think that is 
an item of considerable value in the decision on whether GSA is to do 
the buying or whether the buying is to be spread among several 
agence ies? 

Mr. Kurne. On quantity buying, GSA should have the control 
of the buying and do the buying. 

Mr. Puttures. I am talking about inventory. 

Mr. Kune. Take paint or “canned goods. If buying is centralized 
with GSA, which we are planning now, they would not take it into 
the warehouse, but they would find out from Seattle, Los Angeles, 
Chicago, Boston, and so forth—say they are buying canned peas 
and they want 50,000 cases. The central organization would find 
out their wants, contract for shipment directly to them, and the 
regions would distribute it to their customers or whoever are the users. 
The freight would eat you up if you brought it all into one place and 
redistributed it. 

Mr. Purtures. You now have 12 places and VA has 3; that would 
make 15. I don’t know how many you would have to ‘have, but | 
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stil] think perhaps a little less emphasis than should be has been placed 
on the inventory control, if centered in one agency. 

Mr. Mansure. Carl Kresl, of Sears, Roebuck, is here and he wants 
to answer that specific question for you. He has a plan on it. 


CONSULTANT CARL KRESL’S COMMENTS ON GSA SUPPLY OPERATIONS 


\ir. Toomas. Gentlemen, let me refer to just two items before we 
complete t this record. One thing that we certainly cannot overlook 
is the fact that Mr. Carl Kresl, a very distinguished gentleman, is 
here. He is dong us the honor of coming and being with us. 

Mr. Kresl, we would like to have the benefit of your good judgment 
and wide experience and have you tell us about what kind of job, in 
your judgment, you think the General Services Administration stores 
are doing, and what criticisms, if any, you have to make of their 
opere ation. 

Mr. Krust. My name is Carl Kresl, resident of Hinsdale, Ill., for 
many vears merchandise supervisor of one of the larger departments 
of Sears, Roebuck & Co., and for a short period “consultant and 
purchasing agent for the State of Illinois, now serv ing as a consultant 
to the Administrator of General Services. 

Generally speaking, the GSA stores are set up on a basis where they 
can serve the needs of the civil agencies and, I believe, take over the 
requirements of the military agencies in time as they move along; 
that is, requirements for common-use items. 

Their decentralization program is perfectly sound, as far as demands 
of the local area and district area are concerned, and warehousing 
availability of merchandise within those warehouses. 

However, those items that lend themselves to centralized buying, 
in my opinion, should be bought centrally so that the quantities and 
requirements of the Government will command lower prices in the 
market. ° 

There are some 2,000 of the so-called popular items—items in suffi- 
cient repetitive use to justify bulk purchases. 

There is another group of items, 7,500 or 8,000 of them, where the 
needs are smaller. Therefore, the latter items should be purchased 
locally, until such time as GSA takes over a larger assignment of their 
responsibilities, and as those items increase in volume, they should be 
transferred to the central buying organization. 

In my opinion there will need to be uniform clerical and record 
management on the same level throughout the entire system so that 
one store does not have a system that is contrary to the system of 
another store. 

There should be a uniform requisition, where the requisition can 
also serve as an invoice. The using agencies should write a multi- 
copy invoice and order form. One part of it could be used as a pack- 
ing slip, another part as an invoice, and the third could be used as a 
permanent record. 

There should be a streamlining of the cataloging and the warehouse 
operations by departme ntalizing | and instead of trying to throw every- 
thing in the catalog into one ¢ -onglome ‘rate mass they should separate it 
vy departments. The using agencies would order by such item group- 
ing and this would simplify operations within the warehouse. Also, 
the entire requisition could be charged in one lump sum to that par- 
ticular thing, 
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Basically there is nothing wrong with the setup of GSA, but it needs 
to be streamlined, and I believe, to get the lowest possible cost of ql 
of the items which are used in volume, they ought to be centralize; 
under one management with full responsibility. 

These people should be responsible for placing large contracts tha; 
would be made available to all 12 stores, and the stores would dray 
against those contracts as required, forwarding order copies to the 
central organization for contract administration. Unless the latte 
maintains a good record of balances under contract the inventories 
may get out of hand, to some extent. 

To avoid this you call upon your supplier monthly to tell what bal- 
ance he has on hand so you can reconcile it with the balance figures jy 
the central office. 

Local buying will be done on exactly the same basis and there th 
local people will handle it, because there is no point in sending a |ot 
of paper from the 10 regions into Washington and handling it here on 
small dollar volume business and then have to send it back to you 
agencies. That only compounds your operation when you do that 

By centralizing your control I believe, and, in fact, I know, that you 
can reduce your overall inventory within GSA because you are then 
buying and operating on an in-sight basis, depending on the time it 
takes to move or purchase goods and the time it takes to ship, and the 
time which is required for paperwork. 

That will make it possible for the central buying office to buy goods 
in larger quantities, in a quicker period of time, and eliminate a |oi 
of paperwork. 

The local people will draw against that contract from time to tim 
as they need it. 

Then, as that contract is drawn upon from time to time the central 
buyer will then negotiate to buy additional quantities. 

Now, in order to do that you must have a record card by items 
It must be kept by items. . 

Mr. Tuomas. So that you know that your stock is not getting ou! 
of line? 

Mr. Kresu. Yes. That is the only way you can control it. Each 
item bought will need to be researched. Some items can be boughi 
on 4-week deliveries, some 12 weeks, and some will require as much 
as 20 weeks, but the overall outcome should be a greater turnover 
in GSA. 

Once it is organized on an orderly basis you may be able to get 
much as a six times turnover. At the present time it is 3.2. 

Now, you cannot accomplish that overnight. This is not a pr 
gram that can be changed from one extreme to the other extreme 
quickly. It will take at least 2 years to get this thing into operatiol. 

Once you get into efficient operation you can take on a bigger loai 
with a relatively small increase in the number of employees ant 
overhead. 

I do not believe that you can control expenses of GSA, as far a 
operations are concerned, on a firm appropriation basis. 

You must ratio the payroll to the volume of business done alte! 
you establish a norm throughout your organization which must b 
in some respectable relationship to what industry does for a similat 
operation. When that is done then you have a measuring stick by 
which to judge the efficiency of each of the 10 regions. 
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Mr. Tuomas. That certainly makes sense. Do you think that, 
eventually, the GSA could take over the buying of these common-use 
items for all agencies of the Government, including the armed services? 

Mr. Kresu. I believe that the so-called common-use items that 
GSA is now procuring can now be taken over without too much 
difficulty. 

Certainly the major items operated and purchased by the various 
military divisions should remain in their hands. 

Mr. Tuomas. Those are items which are military and technical in 
nature, and so forth. 

Mr. Kreszt. Those must remain in the services. 

Mr. Tuomas. But in the case of the common-use items, such as 
food, clothing, and so forth, it could be done? 

Mr. Kresut. All office equipment, typewriters, cabinets, and so 
forth, should be contracted out. 

Mr. Tuomas. Have you had occasion to look into the present dis- 
tribution system of the Veterans’ Administration? 

Mr. Krest. No; I have not. 

Mr. Evins. You would not deny the right of the Veterans’ Admin- 
istration to purchase locally from local people to broaden the base, so 
to speak, of purchases? 

Mr. Krestu. It all depends upon what the item is. If it is fresh food 
of one kind or another that could probably be bought better locally 
than centrally, but as to canned goods, dried groceries, and so forth, I 
think those would be bought better centrally. 

In that connection, I had some experience in Illinois at the time 
they had the horsemeat scandal there. 

The difficulty there was they had one girl buying textiles, shoes, 
equipment of one kind or another, and food, groceries, and meats, and, 
in fact, all she was doing was processing paper. We got Swift & Co. 
in Chicago to loan us a man who was about to retire. 

Recently there was an article in the Tribune stating that he had 
saved a little over $3 million in the time that he had been advising 
the State. 

Up to that time the people who were doing business with the State 
of Illinois were people that I had never heard of, but now all of the 
high-grade packers are competing for contracts for meats and securing 
them. 

I would not say that you should deny the VA the right to buy 
those items which are perishables of one kind or another ~ that those 
might better be bought locally. 

Mr. Evins. Where we can disperse purchasing in business it 
operates to help the economy generally rather than to have it con- 
centrated all in one source. 

Mr. Krust. If it costs you nothing to do that, that is true. Where 
you have it centralized, the buyers must know their markets, and 
they should divide business as ‘equitably as they can. You know 
furniture is made in Jamestown, N. Y.; High Point, N. C.; Little 
Rock, Ark.; and out on the west coast, ‘and that business should be 
divided as equitably as possible. 

Mr. Evins. There has been an effort made with the Defense De- 
partment to induce them to subcontract their purchases as widely as 
possible so that industries throughout all sections of the country 
could secure a fair share of Government procurement. 
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Mr. Krest. I think that is right. A man who is competent wilj 
know where to buy. 


SUPPLY PROGRAM IN REGION 7 (DALLAS) 


Mr. Mack. Mr. Karl Wallace, regional director from Dallas, Tex. 
is here today and can speak briefly on the stores program. 

Mr. Boutanp. Do you ever get stuck with items that don’t move? 

Mr. WALLACE. Yes, sir. 

Mr. Botanp. Does the supply fund have a lot of those items? 

Mr. Watiace. We misjudge sometimes and we have a “‘fire sale.” 
Not many items. At one time, based on the estimates we got from 
the airfields, we bought too much paint. We circulated among other 
regions to turn what we could. You have to turn it or it goes to the 
bottom. We are at the mercy of the using agency as to what the 
anticipated needs are. 

Mr. Mansure. We have a figure on that. It is nominal but we 
can give it to you. 

Mr. Mepuey. At June 30, nationwide in the 12 stores, out of a 
$21 million inventory, we figured that we had $664,000 that was excess, 

Mr. Mansure. Slow moving. 

Mr. Puritures. To whom did you sell the paint? You still sold it 
among the various Government agencies? 

Mr. Wattuace. Yes, sir. 

Mr. Tuomas. When you have some hard-to-move items and the 
Government agencies can’t use them, then you go to the public with 
them? 

Mr. Wattace. That’s right, sir. 

Mr. THomas. What did you do with your paint? 

Mr. Watuace. The agencies saw a bargain and most of them took 
it at reduced cost. 

Mr. Tuomas. Go ahead, sir. 

Mr. Watuace. The specific question Mr. Mansure asked was about 
the volume we are doing in Dallas. 

Mr. THomas. What area do you serve out of Dallas? 

Mr. Wattace. Oklahoma, Arkansas, Louisiana, and Texas. .\s 
you know, a lot of airfields are in that area. They are the first of the 
military services who come to us in volume. 

Mr. THomas. What was your inventory on the 31st of December, 
or the last time you took it? 

Mr. Meptey. The inventory in Dallas as of last June 30, was 
$1,191,000. 

Mr. Watuace. Last June, our volume through the stores was 
$380,000, plus or minus, per month. 

For January, we ran $768,124. This month, based on our first 16 
days, we will hit easily $800,000. 

Now 80 percent of our business in Dallas is from the military. 
The Navy has just begun to come to us because they are exhausting 
their stocks in a depot at Norfolk. The Army also had quite a stock 
I don’t know just what that will amount to. We have sent a question- 
naire to them to get a 6-month estimate and we haven’t got that 
compiled, yet. 

Mr. Tuomas. How many Veterans’ Administration installations 
are in your five-State zone? 
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Mr. Watutace. There are 8, I believe, sir: there are 5 in Texas, 1 
in Louisiana, 1 in Arkansas and 1 in Oklahoma. 

Mr. THomas. Are you doing any business with them? 

\ir. Wauuace. Yes, sir. 

Mr. THomas. How much business are you getting out of the VA? 

\ir. Waxuace. I don’t have that figure in volume. I don’t know 
whether I have it here, or not. It has been limited so far to the 
common-use items. 

Mr. Toomas. What items is the military buying from you? 

\ir. WaLLace. Common-use items. Things vou see in the ¢ ‘atalog, 
there. 

\Mr. THomas. Paint. What else? 

Mr. Wauuace. Office supplies, maintenance items, safety gasoline 
cans, small tools, and so forth. 

Mr. THomas. How many items do you have in your inventory, 
approximately? 

Mr. Watiace. About 7,500, somewhere in that neighborhood, now. 

Mr. Toomas. Where is your store located in Dallas? 

Mr. Watuace. Our office is in Dallas. The store is at Forth Worth. 

Mr. THomas. How much space do you have in your warehouse? 

Mr. Watiace. About 256,000 square feet. 

Mr. THomas. How much rental do you pay? 

Mr. WaLLace. Sixty-seven cents per square foot. 

Mr. Toomas. Net, or do you furnish heat, light, and water? 

Mr. Wattacs. We furnish the heat, light, and water. 

Mr. Tuomas. Your business is growing by leaps and bounds? 

Mr. Wauxace. It really is, sir. 

Mr. THomas. Well, that’s good. Are you going to reach the $5 
million mark this vear? 

Mr. Mepuey. Mr. Chairman, the figure I gave you previously was 
a little low. Last year on stores alone, Dallas did $4.2 million. At 
the current rate it would be $9 million annually. 

Mr. Wauuacr. We anticipate by June we will be running $1 million 
a month through the warehouse. 

Mr. THomas. That is very nice. You are making a lot of progress, 
aren't you? 

Mr. Wauuacer. Oh, yes, sir. 


SUPPLY PROGRAMS IN REGION 10 (SEATTLE) 


Mr. Mansure. Mr. Bradeen from our Seattle office is here. Would 
you like to have a quick briefing on Alaska? 

Mr. THomas. Yes, sir. How are you Mr. Bradeen. Tell us about 
your operations. 

Mr. Brapreen. The region, which consists of the four Northwestern 
States and Alaska, is quite different than the other regions. 

Mr. THomas. What do you cover, Oregon, Washington, Montana? 

Mr. Brapeen. And Idaho and Alaska. 

Mr. THomas. And you do a tremendous business with the Aleska 
Railroad. 

Mr. BrapEEN. That’s right. The situation in Alaska is such that 
our organization has to be in a position to supply all points from 
Point Barrow to Ketchikan. At many points we have just one delivery 
a vear to some school, or to stations for Indians or Eskimos. Conse- 
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quently, it is very important that we have everything they want 
available to leave on the boat that will only drop in there once a year, 
In some places it is necessary to unload in skin boat at the mouth of 
a river somewhere. They will pick it up by dog teams and take j, 
into a hospital or a school or station. 

We have been soliciting, of course, the military agencies m Alaska, 
and have been able to get their full cooperation, particularly the ¢o- 
operation of the Air Force—] guess they call it the Alaskan Air Com- 
mand. Recently they gave us substantial orders. I recall 2 or 3: 
one for $2.5 million worth of furniture in the last year, and another one 
we have currently, a million and a half of household furnishings. We 
have another one in the offing, of 3,056—I don’t know why the 56 
is there, but 3,056 washing machines and drying machines for house- 
hold uses. 

We feel we are getting along pretty well with the Alaskan Air 
Command because they place their orders through individual air res- 
ervations and we handle it locally. 

Mr. Tuomas. Where is your warehouse? 

Mr. Bravren. South of Seattle just inside the city, as you recall, 
There is another place where we store the stuff going to Alaska, wait- 
ing for the boats. You will remember all the signs on the ‘top, the 
unpronounceable places, listing each town. 

Then the main one is down by the records center. 

I wish you would ask me what we are doing with our vacant space. 

Mr. Tuomas. I was fixing to get around to that. 

Mr. BrapDrEEeNn. We have it all under lease to Boeing. 

Mr. Tuomas. You were doing a little business with Boeing all along, 
were you not? 

Mr. BrapreEen. You bet. That was an opportunity to help them 
to consolidate their warehousing into our surplus space and it has 
been of advantage to the Air Force and ourselves. 

Mr. Tuomas. It is pretty easy to find vacant space in these ware- 
houses and criticize but after all if you build them too small, you have 
made an error and if you get a few more square feet than you need, it 
is pretty hard to rent it out. Your position is not an easy one. 

Mr. BrapEEN. Would you be interested in this situation: All of 
the space we have under lease has a 6-month cancellation clause so 
that we can expand as we need it. We can see ahead 6 months and 
will be in a position to handle Government business as it occurs. 

Mr. Tuomas. You had one of those new Parr buildings, did you 
not? 

Mr. BraprEEN. Yes, sir. They did a very fine job for us. 

Mr. Tuomas. What do those buildings cost? $2 or $3 a square foot? 

Mr. Meptey. Do you mean in construction? 

Mr. Tuomas. Didn’t you buy them on a lease-purchase arrange- 
ment? 

Mr. Mansure. No, we have straight rental. What is our rent, 
there? 

Mr. BRADEEN. Seventy-two or seventy-six cents. 

Mr. Mansure. I am taking this figure out of the air, but it 1s 
something around $7 a square foot cost. 

Mr. Puituips. Cost of construction? 

Mr. Tuomas. It is not even half that. I think the top figure was 
four. 
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ant Mr. Mansure. We will get those for you. 
par, Mr. BrapEEN. I can answer that in just a little while. Is it impor- 
1 of tant enough for you to know? 
e it Mr. Toomas. Well, that is water over the dam. We can’t get it 
any cheaper. 

‘ka, Mr. MANSURE. Mr. Bradford said in San Francisco it was less than 
C0- $4. His rental is 62 cents a year now and in the succeeding options 
om- it goes down to 48 cents a foot per year. 
3; \(r. Toomas. You were doing considerable business with the VA 
one in your territory, were you not? 
We Mr. Brapgren. Not any more than the other agencies. We supply 
56 them with no food of any kind. Just their office supplies and common- 
IS¢- use items. 

Mr. THomas. Interior is a tremendous customer. 
Air \(r. BkapEEN. We handle all the Interior work in Alaska. 
res- Mr. Tuomas. How is the anticipated volume for 1956 going to 


compare with 1955? 
Mr. BrapEEN, Our business is increasing similarly to what you just 


“all, heard from Dallas. We are going to get over the half-million dollar 
alt- a month very soon. At the present time a little over 40 percent is 
the from the military, and the large volume is direct delivery which 


means low costs. 
Mr. Mepuey. He did $7,330,000 in direct delivery last year and 
ace. that is where our big money saving is. 
Mr. Tuomas. Well, that certainly is unique country out there. 
They have a lot of everything. It is certainly nice to see you. Come 
mg, back and see us. 
Mr. BrapEeENn. It has been nice to see you, Mr. Thomas. 
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Direct Obligations 


. Records services s 

. Archives and related services 
3. Nitrate film conversion 

. Service administration - - 
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Obligations by activities 


1954 actual 


SS == 


| 


$4, 176, 409 
1, 561, 755 


195, 056 


1955 estimate 


$3, 634, 900 
1, 574, 300 


104, 944 | 


231, 800 


201, 350 | 
570 | 


Total direct obligations- -_. 5, 545, 944 


Obligations Payable Out of Reimbursements From Other Accounts 


, 389 


1. Records services oe 
2. Archives and related services-. , 381 | 23, 000 


Total obligations payable out of reimbursements from 


other accounts... -_- . sie a ‘sitet 7,770 31, 000 


5, 576, 944 


6, 182, 340 | 


Total obligations 


Obligations by objects 


Object classification 1954 actual 


1955 estimate 


Summary of Personal Services 


Total number of permanent positions_ — 
Full-time equivalent of all other positions__. 
Average number of all employees 

Number of employees at end of year 


944 


2 
921 


Average salaries and grades: 
General schedule grades 
Average salary 
Average grade . 
Ungraded positions: Average salary 


$4, 421 


GS-5.8 


$4, 479 


GS-5.8 


Personal service obligations: 
Permanent positions-. ails sa 
Positions other than permanent j 
Regular pay in excess of 52-week base 
Payment above basic rates._......--- 


$3, 782, 581 
122, 474 
14, 548 
33, 830 


$3, 995, 432 
5, 600 

15, 368 

2, 300 

3, 953, 433 


Total personal service obligations. -- 4,018, 700 


Direct Obligations 


Personal services_-_-_. 

Travel 

Transportation of things 

Communication services 

Rents and utility services__- 

Printing and reproduction 

Other contractual services. 
Services performed by other agencies 

Supplies and materials 

Equipment 

Lands and structures 

Refunds, awards, and indemnities 

Tax and assessments. 


3, 922, 650 


24, 757 


4, 003, 700 
30, 750 
98, 613 40, 900 
64, 379 78, 100 

998 1, 000 

49, 273 44, 500 

1, 250, 479 1, 083, 800 
201, 598 15, 000 
196, 465 214, 794 
16, 290 16, 500 
298, 429 000 
496 600 

10, 143 7, 300 
Total direct obli 6, 134, 570 


itions 5, 944 


Obligations Payable Out of Reimbursements From Other Accounts 
01 Personal services 


08 Supplies and materials 


30, 783 
16, 987 


, 000 
, 000 


Total obligations payable out of reimbursements from 
other accounts 47 


, 770 


, 000 
Total obligations_. 6, 182, 340 5, 576, 944 


8, 000 | 


$3, 488 


1956 estimat 








——.. 


Stimate 


, B50, 00r 


5, OF 
23, 00 
31, 


, O81, Oi 


stimats 


$4, 4%) 


8, 48s 


4, 063, 969 


15, 6 
1, 00 


4, OSD, Oi 


4, 065, Hi 
30, 75 


50, 4 
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Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


| 1954 actnal | 1955 estimate | 1956 estimate 











Obligated balance brought forward $512, 257 $585, 540 $540, 484 
Obligations incurred during the year---- a 5, 641, 340 5, 035, 944 5, 681, 000 
6, 153, 597 5, 621, 484 6, 221, s4 
Adjustment in obligations of prior years - _ -- —3, 648 ; 
Re rsements. — — aewa —48, 719 —31, 000 —31, 000 
Obligated balance carried forward _ eee Ri sae —585, 540 — 540, 484 —600, 484 
Total expenditure---_-..--- sha eal ictal . 5, 515, 690 5, 050, 000 5, 590, 000 
Expenditures are distributed as follows: 
Out of current authorizations. _.__.__- icicles cote 5, 021, 364 4, 485, 000 5, 070, 000 
Out of prior authorizations... ..............-.---- ae 494, 326 565, 000 520, 000 


Mr. Toomas. We will insert at this point in the record pages 164 
and 165 
(The pages referred to are as follows:) 


OPERATING EXPENSES, NARS 


Summary reconciliation of 1956 estimate to 1955 funds 


1955 appropriation in annual act . $5, 000, 000 
Comparative transfers from: 
“Operating expenses, PBS’ __. 
““‘Emergency operating expenses’”’_ 


are -. $113, 000 
428, 000 


541, 000 


Comparative total for 1955___ 5, 541, 000 
)) Decreases in 1956: Elimination of nitrate film conversion ac- 
tivity __- SSE ER Se ; 100, 000 


441, 000 


c) Increases in 1956: 
Space costs for new Kansas City records center. $33, 000 
Cataloging converted nitrate film ___ = 14, 000 
Replacement of temporary equipment, ete —_____ 74, 000 
Workload increase, regional records centers____-_ - 88, 000 


209, 000 


Total estimate for 1956______- a 5, 650, 000 
Analysis by activities 


| 





1955 ad- Deduc- ise: | «(1956 esti- 

justed tions Additions mate 
SOON WUNINN So oo est ais cil eka wi inldeedt seus $3, 634, 900 : $194, 300 | $3, 829, 200 
-. Archives and related services________-- Sooke 1, 574, 300 | _- 14, 700 1, 589, 000 
3. Nitrate film conversion................--.----- aa 100, 000 $100, 000 ind oar 
p. Service administration........................- page 231, 800 |_- 231, 800 

WOM cite forties Oh Ba a oe ira 5, 541, 000 100, 000 209, 000 5, 650, 000 

1955 eee 8 ee ae pace : _ $5, 000, 000 
Transfers_ 


Sa Seiwa ’ + 541, OOO 


2 Bae te 5. bl, 000 
sth <n ‘nas dlahe sieabiactaeda dase ake akar Bas a + 109, OOO 


RN ce ye Fala en i pe eee eee ee 5, 650, 000 


ae “dd 
Change 
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APPROPRIATION LANGUAGE 


“Operating expenses, National Archives and Records Service: For necessan 
expenses in connection with Federal records management and related activities 
as provided by law; and not to exceed $30,750 for expenses of travel; [$5,000,000 
of which $100,000 shall remain available until expended for nitrate film conver. 
sion) $5,650,000.”’ 

GENERAL STATEMENT 


“This appropriation provides for basic operations of the Administration whic! 
deal with management of the Government’s archives and records, including 
custody and administration of permanent records in the National Archives and 
of other noncurrent records in Federal records centers, surveillance of records 
management programs of Government agencies, and filing and publication of 
Federal laws and regulations. The 1956 budget estimate is an increase of $650,000 
above the appropriation for 1955, $541,000 of which is for space costs in records 
centers previously financed by other appropriations, estimates for which have bee 
reduced accordingly. Most of the remaining $109,000 is for increased records 
centers operations.’ (From the budget for 1956). 

All NARS activities and programs not essential at this time have been deferred 
and all essential programs have been held to minimum levels and costs. Programs 
deemphasized or deferred include preparation of inventories of holdings in th 
National Archives, revision of the general index to the Code of Federal Regulations 
disposal microfilming, and rehabilitation of paper records. 

In fiscal year 1954—for the first time—the Federal Government created fewer 
records than it destroyed. On June 30, 1954, there were 723,000 fewer cub 
feet of records in existence than on June 30, 1953, an amount equal to the volun 
contained in 120,000 filing cabinets. The records disposal activities of th 
Government, under GSA guidance since 1950, were largely responsible for this 
result. The proposed programs for 1955 and 1956 will result in a further gover- 
mentwide reduction in paperwork cost, now estimated to total $4 billion annually 

A small increase in funds will be required for the records centers program to 
provide for maintenance of the new Kansas City Records Center and an estimated 
10 percent workload increase. In 1956 emphasis will continue to be placed o1 
disposal of records from centers. Estimated disposal for 1956 of 325,000 cubic 
feet of records will balance estimated accessions and permit leveling off of workload 
in regional records centers. 

This estimate contains no provision for taking over records of the Department 
of Defense, Veterans’ Administration, Selective Service System, and Atomic 
Energy Commission. Surveys of the first three agencies during 1955 may disclos 
advisability of transferring substantial portions of such records to GSA during 
1956. Any transfer to GSA of existing Veterans’ Administration, Defense, 
Selective Service records centers in 1956 would have to be accompanied by 1 
transfer of funds from the agencies involved. 

Balance of appropriations provided in 1954 and 1955 will be sufficient to com- 
plete the temporary program of converting historical motion picture holdings 0! 
the National Archives from a nitrate to a safety base. 

No provision is made under this head for administrative operations suc! 
accounting, budget, personnel, legal, and customary administrative services 
necessary to support program ‘operating activities as they are covered in the 
estimate for “‘Administrative operations.” 

Mr. Tuomas. Tell us about your activities generally, Doctor. 

Mr. Grover. Mr. Chairman, our increase this year is largely for 
the records center activity. I would like to tell you a little bit about 
that activity. 

Mr. Tuomas. You had better tell us about the normal amouti 
before you get into the increases 

Mr. Grover. During the past year we have expanded the recorl 
center program to take on some of the Veterans’ Administration 
records that we talked about last year. 
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RECORDS CENTERS 


\(r. THomas. How many centers do you have? ‘ 

\ir. Grover. We have 10 centers, 1 in each region, with annexes in 
5 cities. There is no duplicate overhead in those annexes. They are 
handled as a part of one regional center. We have a new customer in 
the form of the Veterans’ Administration. 

We estimate that VA will have 600,000 feet of records eligible 
nationally for transfer to the centers and about 300,000 are coming 
in this year, so we are actually going a little over our workload this 
vear. 

’ Mr. THomas. How many centers does the Veterans’ Administra- 
tion have? 

Mr. Grover. They have one center at Columbus which is now 
receiving only the X-ray films we talked about last year, together 
with some other medical records. 

Mr. THomas. What did they do with the center in Philadelphia? 

Mr. Grover. That was their insurance office. They did not call 
that a center. 

Mr. Toomas. You can call it anything you want to, but there are 
a lot of records there. 

Mr. Grover. Yes, there are a lot of records there. 

We ran a pilot installation in Denver, and Mr. Klein, the Regional 
Director, is here from Denver. If the committee would like, he would 
be glad to tell about that. 

Mr. Toomas. Yes; Mr. Klein, tell us about your activities in 
Denver. 

RECORDS ACTIVITIES IN DENVER 


Mr. Kie1n. When they consolidated the Fort Worth and Denver 
district offices of the Veterans’ Administration, one of the crying needs 
was for space. We worked out a plan whereby we took about 18,000 
cubic feet of the medical records, about 18 boxcars of records, and 
moved them out of the Veterans’ Administration space into our 
record center. That plan was so successful I understand they have 
adopted it in the other three offices. 

Then they worked out another plan whereby they took claims 
records of about 6,500 cubic feet and sent them into this center. 
They found that relieved the space situation and they could get 
service on those records as well from our center as from their own 
office. That plan has been adopted nationally. It was worked out 
locally and was approved by the Washington office. 

Mr. Tuomas. Who are your customers now? 


CONSOLIDATION OF CENTERS OF OTHER AGENCIES 


Mr. Grover. We have consolidated the centers for all agencies 
except the Defense Department, the Selective Service, and one 
Veterans’ Administration center at Columbus. 

Mr. Toomas. You mean you have all Government agencies except 
those three? 

Mr. Grover. Yes. The Atomic Energy Commission has a small 
center, but it is so highly classified we are not too anxious to get into it. 

Mr. THomas. You mean newspaper releases and other highly 
classified items. 
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Mr. Puiuuips. Copies of the U. S. News & World Report. 
Mr. Tuomas. Go ahead. 


SELECTIVE SERVICE RECORDS 


Mr. Grover. General Hershey sent us a disposal list covering most 
of the cover sheets in his depots and I think we will be able to destroy 
about 90 percent, so he should be able to eliminate his depots, 
This would save about $365,000 in space costs. 

Mr. Tuomas. When will you do business with General Hershey? 

Mr. Grover. We will send up the disposal list to the joint com. 
mittee of Congress next week. 

Mr. Tuomas. You will be doing it during fiscal year 1956? 

Mr. Grover. During fiscal year 1955. 

Mr. Tuomas. And comple te it hue or during fiscal year 1956? 

Mr. Grover. We hope to, Mr. Chairman. The only thing hold 
ing it up now is they have to segregate certain cover sheets on aliens 
that have to be kept under the law. 


MARITIME ADMINISTRATION RECORDS 


Mr. THomas. What about the Maritime Administration? 

Mr. Grover. We have taken over about 300,000 cubic feet of Mari- 
time Commission records, of which we have destroyed about 100,000 
cubic feet. 

Mr. Tuomas. How many more hundred thousand cubic feet do they 
have that they have not turned over to you? 

Mr. Grover. We have all their papers. 

Mr. THomas. When did you get them all? 

Mr. Grover. On the west coast about a year ago. Of course they 
have some current records. The General Accounting Office still has 
an interest in some of those records, and we have not been able to get 
rid of as many as we think should be disposed of. 


HOOVER COMMISSION RECOMMENDATIONS 


Mr. Tuomas. I am sure you are familiar with recent newspaper ac- 
counts of estimates of the Hoover Commission on paper work cosi- 
ing about $4 billion a year and they were intimating—they did not 
say so—that a large part of that could be saved. 

‘Your budget totals about $5,650,000. On that amount of money 
how do you justify your existence? 

Mr. Grover. If you will look at the chart on page 164 you will se 
where that $4 billion estimate comes from. About 70 percent is il 
records creation and less than 1 percent is in the field of record centers 
and the archives and disposition of records. We justify our existence 
by promoting the program that the Hoover Commission itself desires 
We are very much in favor of that program. 


WORKLOAD AND SAVINGS 


Mr. Tuomas. What I am trying to find out is how many cubi 
feet of records did you get from the agencies and how many did yol 
destroy and how many did you keep? What was the average squalt- 
foot cost paid by the agency and what is the reduciton that should 
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be reflected in your budget here? If you cannot do that, I do not 
think you have a right to exist. 

Mr. Grover. We have a net reduction in the total records of the 
Government this vear for the first time since we have been in operation. 
Normally the Federal Government creates more records than it dis- 
poses of. In 1954 there was a reduction equivalent to 120,000 file 
eabinets. 

\[r. THomas. Let us not mix up the cabinets now. 

Mr. Grover. We got rid of papers equivalent to 120,000 file 
cabinets. What I am trving to say is that those 120,000 file cabinets 
alone cost more than our budget at $50 apiece, and I do not think you 
would have gotten rid of them unless we had been in there aggressively. 

Mr. THomas. How many square feet of records did you receive in 
your centers during fiscal year 1954? 

’ Mr. Grover. During fiscal year 1954 it was around 700,000. 

Mr. Tuomas. What is the anticipated figure for 1955 and 1956? 

Mr. Grover. We hope in 1955 it will be about 400,000. In 1956 
we estimated 325,000, but with the Veterans’ Administration records 
it may come to 400,000. 

Mr. THomas. What is your brightest hope for 1955? 

Mr. Grover. About 400,000 cubic feet in. 

Mr. THomas. You will take those from other agencies? 

Mr. Grover. Yes, and dispose of about 300,000 cubic feet of older 
records. 

Mr. Tuomas. What does that space cost the agencies? 

Mr. Grover. For all costs, it averages $3.25 in office space and 
$2.25 in agency storage space compared to our 76 cents. 

Mr. THomas. How much is that dollarwise? 

Mr. Grover. Between $1.50 and $2.50 saved on every cubic foot 
moved. 

Mr. Tuomas. You have about 400,000 feet and it will cost you $3 
a foot; that is $1.2 million. How many of the 400,000 feet will you 
carry forward under your program? 

Mr. Grovrr. At the same time we will be taking in those 400,000 
we will be disposing of about 300,000. 

Mr. Tuomas. So you will be keeping 100,000? 

Mr. Grover. We will have a net increase in 1955 of about 100,000. 

Mr. THomas. And that will cost you 70 cents a foot? 

Mr. Grover. 76 cents per cubic foot, which would be $76,000. 

Mr. Tuomas. You will save $1 million in rent and spend $540,000 
to save it, so that is about 2 to 1. 

Mr. Grover. We are going to spend an additional $109,000, and 
you have to take into account that these record centers hold over 2 
million cubie feet of records that otherwise would be in this office 
space in the agencies. The savings cannot be based on a l-year 
program. Our record centers form a system of keeping records the 
cheapest way possible. For every cubic foot you have in a center 
which costs you 76 cents to administer, you will be saving between 
$1.50 and $2.50 over the cost in the agencies. So if you are going to 
take a savings factor like that I think you have to take 2 million feet, 
the total holdings of all centers. 

Mr. Tuomas. Of course the only savings you can put your hands 
on are the records that are destroyed. 

Mr. Grover. That is a real saving. 





J 
5 


Witiwasteerrs 


934 


Mr. Tuomas. So we will score you 2 for 1 on that basis. Wy» 
know that is a saving. The other is a little up in the air. 


FILE-CABINETS SAVINGS 


Mr. Grover. We think it is real enough. The file-cabinet savings 
are real. New purchases totaled $11,000 last year and the previous 
year $38,000. The high was $97,000 in 1951. About $50 a cabinet 
is the new purchase price. 

Mr. THomas. $50 per cabinet? 

Mr. Grover. Yes. 

Mr. Tuomas. That is a 4-drawer cabinet? 

Mr. Grover. Yes; that is the average cost. 

Mr. Tuomas. And the figure went from what? 

Mr. Grover. From $38,000 to $11,000. 

Mr. Tuomas. In fiscal year 1954? 

Mr. Grover. Yes. 

Mr. Tuomas. What does it look like for 1955? 

Mr. Grover. In 1955 it may hold at about this level. In 1956, i 
we can get Gerneral Hershey’s 40,000 file cabinets, it will go down t 
nothing. 

SAVINGS FROM SELECTIVE SERVICE RECORDS 


Mr. Tuomas. How much do you think we can save General Hershey 
in 1956? 

Mr. Grover. I would prefer to have General Hershey say how 
much. In 1954, GSA was paying about $365,000 for rent and mainte- 
nance on his 55 depots. 

Mr. Tuomas. How many cubic feet will you get from the general? 

Mr. Grover. We are going to throw away about 90 percent of the 
records at those depots. 

Mr. Tuomas. Does anybody have that figure? 

Mr. Grover. In the Hoover survey it is 333,000. 

Mr. Tuomas. Then you are going to destroy 90 percent of it? 

Mr. Grover. Yes. The general has agreed to that. I have talked 
to him. 

Mr. Puiuuirs. Is not a lot of that material you are going to throw 
away duplicated on the permanent records of the military? In othe 
words, you are not throwing away any records that you cannot find 
any place else? 

Mr. Grover. No. The service records of a man when he enters 
service are kept by the military. 

Mr. Puiturps. Have we not had experience in the past of reluctance 
on the part of agencies to throw away some of these records that 
you want to throw away? 

Mr. Grover. Yes. 

Mr. Puruurrs. You are pretty sure they will be thrown away’ 
I think they should be. I think they are duplicated elsewhere. 

Mr. Grover. The thing we took into consideration most seriously 
was the interest in the investigative agencies. These records have 
been used by investigative agencies in Washington and we contacted 
all of them. All of them went along. Mr. Hoover would say neither 
yes nor no, but he went along. 
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BUDGET INCREASE FOR 1956 


Mr. Tuomas. This $109,000 increase will be spent largely in your 
10 centers; is that correct? 
Mr. Grover. That is right. 
Recorps SERVICES 
Mr. Tuomas. We will put page 166 in the record at this point. 
(The page referred to is as follows:) 
1. Records services 


| ! 
| Average employment 





Amount -_ — ee — — 











| Department Field | Total 
ate aS |__| —— — iced 
ee AAS ASS Soe oe oa ; | $3, 634, 900 | 28 547.8 | 575.8 
ChE. as tehiodeniiesceeiel-abnciann det) 300 |.------- +17.8 | +17.8 
obey 2 cee A! | 3, 829, 200 | 28 565.6 | 593. 6 





HIGHLIGHT 


“Supervision of records management in all Federal agencies is provided by 
romulgation of Governmentwide policies, regulations, procedures and instruc- 
tions, and by furnishing technical advice. Records of Federal agencies which 
must be retained for a period of time, but are not needed for frequent reference, 
are brought into and administered in 10 regional records centers and 5 annexes 
until disposition can be effected. A national center at St. Louis administers 
records of former civilian employees of the Federal Government. The 1956 
budget estimate provides for bringing into the regional centers an additional 
325,000 cubie feet of re cords, the scheduled disposal of 325,000 cubic feet of records 
now in the centers, and for rendering some 750,000 reference services.”’ (From 
the budget for 1956.) 
Based on actual operations since its inception in 1951, the records centers 
program has released through 1954 (1) 159,000 usable filing cabinets, (2) 180,000 
usable transfer cases, (3) 955,000 square feet of office space, and (4) 1,731,000 
square feet of storage and industrial space. These accomplishments are in 
accord with the predictions af the Hoover Commission. 


Summary of performance cost 











1954 1955 1956 
(a) Regional records centers. ......-.--------- ‘ $1,972,405 | $1, 971, 000 $2, 165, 200 
(5) Personnel records center.........--.-_------ a) 1, 464, 031 | 1, 333, 000 | 1, 333, 000 
(c Ri OC Tan SEIN to SO 333, O84 330, 900 | 331, 000 
d) Capital outlay__...--- bupadinwaad owe: a 406, 889 |__ ; 
Total cost or estimate-_-._----- go) ttlaniete okie eee 4, 176, 409 3, 634, 900 3, 829, 200 


Mr. THomas. You have 28 people in the department and 548 in the 
field and you want 18 more in the field, giving you in the neighborhood 
of 594? 

Mr. Grover. Yes. 

Mr. THomas. That is man-years. In bodies it is about 665. 

Mr. Grover. The 594 is man- years or average employment, Mr. 
Chairman. The number of allowable positions is 614. 








Wiviwattiever g Ui 


NITRATE FILM CONVERSION 


Mr. Tuomas. What about your Nitrate Film Conversion? Wha; 
did you do with that? 

Mr. Grover. We have not included any money in this budget for jj, 

Mr. Tuomas. What did you have for that? $100,000? 

Mr. Grover. You are talking about the motion picture film cop. 
version program? 

Mr. Tuomas. Yes. 

Mr. Grover. We are working with the Signal Corps and we ar 
far enough along with it that we think we can complete it with th 
funds we have. 

Mr. Tuomas. Did you get extra money last year for your micro. 
filming on a deficiency? 

Mr. Grover. No, sir. 

Mr. Mansure. That was the survey. 

Mr. Grover. We proposed, and it is still being considered in the 
Budget Bureau, and the Hoover Commission has something to say 
about it, a microfilming working fund so that we could avoid small- 
lot microfilming in other agencies, but no request for an appropriation 
has come up on that as yet. 


ARCHIVES AND RELATED SERVICES 


Mr. Tuomas. Insert pages 174, 175, and 176, ‘Archives and related 
services.” 
(The material referred to is as follows:) 


2. Archives and related services 


= : a ee 
| | 


LOE er 


Average employment 


Department Field 


1955___- Ate | $1, 574, 300 | 
Change____ : . +14, 700 | 





1956 ___- cr tne 1, 589, 000 | 309.8 |_- 


HIGHLIGHTS 


“The permanently valuable records of the Government are selected, arranged, 
cataloged, preserved, and serviced in the Archives of the United States. Related 
services consist of (a) publication of the Federal Register, Code of Federal Regi 
lations, United States Government Organization Manual, the slip laws, and the 
United States Statutes at Large; (b) preservation and servicing of historical 
records at the Franklin D. Roosevelt Library; and (c) National Historical Publi 
cations Commission.”” (From the budget for 1956.) 


Summary of performance cost 


1954 1955 


(a) National Archives_______- | $1, 268, 256 $1, 282,600 | $1, 297,3 
(5) Federal Register. _-- cet ee oe ea a Tee ae 232, 558 230, 600 230, 60 
(c) Roosevelt Library 60, 941 61, 100 | 61,1 


Total cost o1 - 1, 561, 755 1, 574, 300 
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JUSTIFICATION 


What (a) National Archives—The permanently valuable records of the Government 

‘BB are selected, arranged, cataloged, preserved, and made available for use by 

p (Government agencies or the public. Performance in 1956, as in 1955, will be 

for it, HB confined to essential workload, consistent with economy program of the adminis- 
tration. Cost of program is set forth below by functions. 






























- 
hi siees Performance cost 
1954 1955 1956 
@ are ee — Toa aaa : bt 
h the Appraisal and selection: ; 
Namber of IG0mis... .....2.5.+.050.% a ze 10, 356 8, 800 8, 800 
: Cost oF OstiMAle..........-..--55: Sharan $82. S90 $83, 000 $83, 000 
nLCTO- Preservation and arrangement: | 
Items arranged - - .-.-- . paieas ye 858, 973 2, 000), 000 2. 000, 000 
Items repaired and laminated __.- ine eal 824, 645 450.000 | 450. 000 
Cost or estimate --.--.-..------- aa ai mae = | $353, 905 $377. 000 $374, 000 
Preparation of finding aids: | 
Number of entries................ scat ccadaalae Sarre tS 27, 880 28, 000 28, 000 
n the Reels of film eataloged - - ------ phe eae tape ake = Saeed cis _| 2 300 
Cost or estimate... -.......----------------- =< ptenaaet $184, 570 $189, 700 $201, 200 
O Savy BB Reference and reproduction: 
. i Number of reference services... .............----.----- 444, 220 425, 000 425, 000 
SM all- Number of reproduction services pee ae eee | 352, 825 360. 000 360, 000 
lation Cost or estimate... --..---. - ~ === = a= 2 =~ wantencn| $608, 915 $593, 400 $593, 600 
National Historical Publications Commission (not susceptible | 
to work uitit) ....-..--.--------------------------- sane] $37, 976 $39, 500 $45, 500 
Total cost or estimate---_-...-.-- yeadcaeees is | $1, 268, 256 $1, 282. 600 $1, 297, 300 


a 


Performance proposed for 1956 for each function is discussed below: 

Appraisal and selection.—Appraisal and selection of records to be accessioned 
and to be disposed of will be continued at 1955 rate. Both in 1955 and 1956 
‘mphasis will be given to appraisal of archival material held by agencies with a 
iew to planning future accessions to the National Archives. Abnormal produc- 
ion in 1954 resulted from a large internal disposa! project of Food Administration 
records, which were handled at a comparatively low rate of personnel resources. 
Preservation and arrangement.—In 1956 as in 1955, emphasis will continue 
o be given to rearrangement of record holdings in the National Archives. This 
sroject was begun late in 1954 and will be completed by end of 1956. Repair 


elated 








ae aud rehabilitation of paper records will continue deemphasized through 1956 in 
~_ ‘Border to continue the rearrangement project at full strength. 
wi Preparation of finding aids.—Work of preparing preliminary inventories to 
** BBecords in the National Archives will be continued at the modest rate accom- 
3028 H@plished in 1954 and planned for 1955. Nitrate film conversion has been eliminated 
_— 9As a separate activity. It is necessary, however, to continue cataloging film that 
ill be converted in 1955 and 1956 with funds appropriated for 1955 and $15,000 
s provided here for that purpose for 1956. 
teference and reproduction.—It is estimated that requests for reference and 
a ‘production services will continue at substantially the 1955 levels. Costs of 
ge handling geneological inquiries have been reduced and part of remaining costs 
8 have been shifted to inquirers in fees for reproduction services. 
nd the National Historical Publications Commission.—Program to arrange and inven- 
—_ ory records of the House of Representatives will be up to date by December 1, 
Publk 955. After that 3 of 6 positions now allotted to this purpose will continue to be 
equired to keep abreast of future accessions from the two Houses. The other 
tree positions will be used in connection with the selection, identification, 
ndexing, and publication of papers of the First Federal Congress and contem- 
———~ porary documents relating to ratification of Constitution and Bill of Rights. 
1956 b) Federal Register —The daily Federal Register, the Code of Federal Regu- 
hlions, the United States Government Organization Manual, slip laws, and United 
1, 297, 30 lates Statutes at Large are published within fixed deadlines. These are re- 
230,60 BBUrring services and backlogs cannot be permitted. 


61, 10 


eS Increased workload for 1955 and 1956 results largely from enactment of the 
1, 580,00) fe 'ernal Revenue Code of 1954, which will require publication of an additional 
Col \lume of Statutes at Large and complete revision and republication of five 

olumes comprising title 26 of Code of Federal Regulations. This workload 
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increase without any increase in funds will result in substantially lower unit costs 
than in 1954: 





1955 





















Number of pages prepared for publication..............-.-.---- 32, 945 | 34, 600 | 34. 60K 
IN oon ci ceccncclnncttsnaccedecieeeriedaentheGewaewone $7.06 | $6. 67 | $6, 7 









Per AR os. cnciciccccinecshtcndegeteee Suva $232, 558 | $230, 600 $230, 60 





Workload of Federal Register functions by number of pages prepared and 
published follows: 








a ' 















| 
| 1954 | 1955 | 1956 
I rk os cnbidabbnscan sphecstinamenenenion 9, 930 | 10, 000 | 10, 000 
Ce See BIg 5 sis cine nciscecwwccccnncssew 19, 306 | 19, 000 | 20, 700 
U.S. Government Organization Manual___....--.-...-------- 740 | 750 750 
Slip Laws. a ca aie ae satin a ipa agen tate 1, 514 | 2, 500 1, 60 
Statutes at Large als elarcaptapoesecchaica elise ark beta bokeh aes ail 1, 455 | 2, 350 | 1, 556 
Total number of pages....--....-------------- 1d ces 32, 945 | 34, 600 | 34, 60 





| 










(c) Roosevelt Library.—Manuscripts, books, prints, films, and other historical 
materials received from Franklin D. Roosevelt. or acquired from his contem- 
poraries are cataloged, preserved, and serviced at the Roosevelt Library, Hyde 
Park, N.Y. 

Library holdings now include some 7,000 cubic feet of manuscripts, 27,000 
volumes, 38,000 other printed items, 56,000 still pictures, and 18,500 museum 
objects. Cataloging, arranging, and classifying the backlog of unprocessed items, 
are being carried on slowly. In 1956 as in 1955, about 5 percent of backlog will 
be eliminated. It is estimated that reference services will continue at substantially 
the 1955 level. 

Substantive workload is set forth in the following table: 


























1954 








Visits by searchers to search room. --.......---.-.-...--.------ 403 400 | 















Items of books, papers, etc., furnished. -..-.-----.------------- 4, 092 | 4, 200 | 4, 20 
Replies to written inquiries. acs esceasenenaat | 603 | 600 60 
Pages of manuscript and photographs reproduced aah amiael | 10, 090 | 10, 000 10, 00 





Mr. Tuomas. I note you want a slight increase of $14,700. Tell 
us about that. What is your workload and what are you doing? 

Mr. Grover. The increase of 2.3 positions is for cataloging the 
motion-picture film that will be converted from nitrate film. We 
have about 15,000 reels of that film that has to be cataloged on a 
scene-by-scene basis to be of any use. These positions were ¢: arried 
under the nitrate film conversion program in 1955 but have been 
transferred to the National Archives budget for 1956. 


Wri © enters 












OF RECORDS BY NATIONAL ARCHIVES 









DISPOSAL 


Mr. Tuomas. Do you 
Archives? 

Mr. Grover. Yes. During World War II, National Archives 
brought into the building a large number of records that were not 0! 
permanent historical ve alue 

Mr. Tuomas. What is your biggest volume of records by ag ency: 
Mr. Grover. The War Department. 

Mr. Tuomas. What is next? 
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Mr. Grover. Interior. 

\ir. Toomas. What is the nature of the Interior records? 

Dr. Grover. We have the basic land-entry records of all the 
public lands in the United States. In addition to that we have the 
records of the old Indian Office and the old Geological Survey. 

\ir. Toomas. What part of your records are recent? 

Dr. Grover. Well, the most recent records we have are the records 
of some of the terminated agencies of World War II, such as the 
War Production Board. 


CRITERIA FOR RECORDS IN NATIONAL ARCHIVES 


Mr. Tuomas. What is your standard for taking down to the 
National Archives a particular record? What yardstick do you use 
in determining that? 

Dr. Grover. We appraise the records not on a document-by-docu- 
ment basis, but on the basis of a particular series of records, and we 
think, in ceneral, that. our appraisal results in not more than 10 
percent of “the records coming permanently into National Archives. 
In the case of the Office of Price Administration files, for ex xample, 
it was less than 1 percent. 

Mr. Tuomas. But what yardstick do you use now? If you are 
coing to takes these records away from an agency and try to put them 
in one of your record centers, or else in Archives, what is the yard- 
stick that you use in determining where they should go? 

Dr. Grover. Our people, in cooperation with and in collaboration 
with the agencies, prepare a schedule which is a records disposal 
plan that we use for bodies of records as they are created, and for 
each series of records that appears on the schedule is a disposition 
ee stating that they are to be disposed of after 5 years, 10 
years, or to be kept indefinitely. 

That is based on an appraisal process in which both the agency 
concerned and our subject matter experts in National Arc bien take 
part. 

Mr. Tuomas. Is that done by mutual agreement between yo: 
people and the agency people? 

Dr. Grover. Yes, and the agencies. 

Mr. THomas. And you do not try to call the signals altogether on 
these matters? 

Dr. Grover. Well, we will not take records that we do not think 
ure of permanent historical value, and the agencies usually go along 
with us on that. 

Mr. Tuomas. There is no law making the agency turn over its 
records to you? 

Dr. Grover. No, sir, there is not. 

Mr. THomas. And there is no law making you take them? 

Dr. Grover. No, sir. 

. Toomas. That is a pretty good arrangement, is it not? 
- Grover. It has worked very well for 15 vears, Mr. Chairman. 


EXCESS FILING CABINETS 
Ir. Potuiies. Referring to these filing cabinets that are no longer in 


ise, do they go back to the disposal unit of General Services, or do you 
get them? 
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Dr. Grover. If they are declared excess we warehouse them and 
later issue them to other agencies, the majority being given to the 
agency that transfers records, and they reuse them. 

Mr. Puiuures. Mr. Mansure, do you have any control over the 
cabinets, as to whether an agency actually needs them, or whether they 
should be taken from an agency and given to some other ageney which 
is making a request for more cabinets? 

Mr. Mansure. I do not think that we have any legal control over 
that, but we try to do a promotional job. 

Mr. Puaiiurps. Why could not this committee, or some committee. 
give you the right to determine whether or not an agency is adding 
more filing cabinets to its supply than it needs? 

Mr. Mansure. We believe basically that that is the fundamental 
approach to all this record control system. Do you not think it 
would be helpful if we did have more jurisdiction over that? 

Dr. Grover. What would be helpful would be some kind of a 
national credit system whereby an agency could give up cabinets it 
has in one part of the country and receive credit for them in another 
part of the country where they need them. The reason why they 
are reluctant to release cabinets is because we do not always have 
them available where they need them. The Hoover Commission is 
recommending a national credit system of that character. 

Mr. Puiuuips. We do not get any actual saving if an ageney which 
clears records out of a cabinet just turns around and uses the cabinet 
for something else for which they may have no real justifiable need. 
I think Dr. Grover’s s suggestion is good, that we operate some sort of 
a credit system. If we did so they would be quite willing to give up 
the cabinets they have in one place if they could get them in their 
Los Angeles office, for instance. 




































NITRATE FILM CONVERSION 





You are not asking for any more money for nitrate film conversion. 
Have you gone far enough in your program to determine what sort 
of films we have, and whether we are preserving the old films that 
should be preserved. 

Dr. Grover. Yes, sir, I have gone over those lists personally, Mr. 
Phillips, and I feel we have covered our valuable film. I very much 
appreciate the committee’s cooperation on this program. 
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MICROFILMING 


Mr. Puiuturps. Have you made any further investigation of the 
microfilm situation in order to know whether it would pay us to put 
any more money into microfilming, and whether the cost of micro- 
filming balanced against the savings in storage space would justify 
increasing that progr am? 

Dr. Grover. I think we will need to put more money into micro- 
filming when we get a little closer to the margin in the National 
Archives 

Mr. PHIurps (interposing). The margin of space? 

Dr. Grover. Yes, sir, the margin of space. The only records that 
should be microfilmed as far as preservation purposes are concerned 
are records to be kept indefinitely. 
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FILM SERVICE TO EDUCATIONAL INSTITUTIONS 


\r. Purturps. What are you doing now with educational institu- 
tions who want films or other material for which they pay you? 

Dr. Grover. We have about 5,000 rolls of microfilm of valuable 
research materials. 

Mr. PuHttuips. How much money did you receive from that program 
last vear? 

Dr. Grover. Microfilm publications alone produced $24,000 
imecome. 

Mr. Puitures. You are not asking us for any money for it? 

Dr. Grover. No, sir. 


ROOSEVELT LIBRARY 


Mr. Puttires. How much loss did we take on the Roosevelt 
Library last vear? 

Dr. Grover. None, sir. I do not know quite what you mean. 

Mr. Patitures. How much did it cost us to run it? 

Dr. Grover. It cost us about $61,000. 

Mr. Putuiies. You do not call that a loss? 

Dr. Grover. No, sir; I do not. 

Mr. Pututires. You take in this money from taxpayers and we are 
using the so-called Library as an attraction for tourists, and you call 
ita part of Archives. If you come around to my way of thinking, 
it ought to be a part of the Park Service. 

Dr. Grover. No, sir. That money is used for professional work 
in the Library. 

Mr. Puttuirs. The chairman suggests the Smithsonian. It is all 


right with me. I do not think it belongs to Archives. 

Dr. Grover. I think definitely it does. The museum part of that 
activity is less than one-tenth of the total professional expenses. 

Mr. Puruuips. And one-tenth supports it? 

Dr. Grover. No, sir; you support most of it. 


STRATEGIC AND CRITICAL MATERIALS 


Amounts available for obligation 


Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663, except allocations to Department 
of Defense) 


1954 actual 1955 estimate} 1956 estimate 


Appropriation or estimate _ - i $380, 000, 000 $521, 500, 000 
Unobligated balance brought forward $438, 165, 213 348, 030, 252 46, 028, 000 
Unebligated balance transferred to “Strategic and Critical 

Materials (liquidation of contract authorization), General 

Services Administration,’’ pursuant to 67 Stat. 304 and 68 

Stat. 282 : . —30, 000, 000 | —27, 600, 000 
Recovery of prior year obligations _ - 173, 031, 715 
Reimbursements from non-Federal sources 59, 698, 657 64, 810, 000 2, 985, 000 


_ _ Total available for obligation 640, 895,585 | 765, 240, 252 340, 513, 000 
Unobligated balance carried forward —348, 030, 252 | —46, 028, 000 


Obligations incurred 292, 865, 333 719, 212, 252 640, 513, 000 


Note.—Reimbursements from non-Federal sources are from sale of perishable materials under the rota- 
ion program (50 U. S. C. 98). 


58616—55—pt. 2——_10 
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Obligations by activities 


Description | 1954 actual | 1955 estimate | 1956 estimay, 


1. Acquisition of materials: | | 
(a) Cost of purchased materials -_---......-.--------- $211, 136, 990 | $618, 002,252 | $536, 244 iy 
(b) Expenses for donated materials__- bina ieee 224, 591 | 500, 000 500. Oey 
(c) Operating expense---.----- SSckbekl~dadeqnssbemedd 1, 583, 125 | 1, 383, 400 1, 331. 50 














619, 885, 652 538, 075, 50 





DN: canibkestiusswaws Sa vais 212, 944, 706 | 


2. Custody of materials: 







(a) Handling and storage of materials. - Sotelo 22, 817, 480 21, 500, 000 | 16, 734, 000 
(b) Cost of rotating materials-__-------- dbbaacs 54, 476,319 | 75, 210,000 | 82, 985. Ov 
(ec) Operating expenes:...............<.... gtendaekece 2, 626,828 | 2, 616, 600 | 2, 718, 50 
NE ois ities cain sectaik tsi at akes os be 79, , 920, 627 | _ ®, 326, 600 | 102, 437, 50 
Diiieations MaeUnnes | ooo xk cet ernens 292, 865, 333 | 719, 212, 252 640. 513. On 








Obligations by objects 


Object classification 1954 actual | 1955 estimate | 1956 estim 











CENERAL SERVICES ADMINISTRATION 






Total number of permanent positions_------ 


‘* B ! iS it 793 
-_ Full-time equivalent of all other positions ke cekee 1 1 

Average number of all employees cde ae ; : ce 844 758 | 770) 
a ; Hiv 
* Number of employees at end of year 787 
‘ 
. 






Average salaries and grades: 
General schedule grades: 













Average salary__.._..---- dana issekarmueagedtics onal $4, 577 $4, 797 $4, 828 
Average grade i ‘ ; desk dacksdeaee GS-6.1 GS-6.4 GS-44 
Ungraded positions: Average salary etal niet thaw niget haat $3, 3, 985 









Personal services: 


iruy al 


Permanent positions-_ -- cea a ‘ $3, 823, 001 $3, 599, 628 | $3, 678, 542 
Positions other than perms ane nt. eo es da 8, 964 5, 800 | 4 0M) 
Regular pay in excess of 52-week base _------ -- ot 14, 885 14, 330 14, 442 
Payment above basic rates___...-------- pees 32, 415 12, 242 4, 816 















S mae ail cieianaail ie 
> Total personal services__---- saan ae die ees 3, 879 265 3, 632, 000 3, 701, 8X 
“ OB FO bot ti dnt edb hiisncmdssat didn’ Ladeneekne ‘ 104. 445 134, 300 137, 000 
03 Transport ation of things. sia ealesioebitia tac ted Ses ‘ Jee aepaiaicaas 8, 558, 590 15, 955, 800 15, 064, 900 
04 Communication services. -- viet SPP Sel eee ; _— 67.012 68, 000 66, 850 
> 05 Rents and utility services_..-......-.----.-- =a ween 3, 157 3, 000 2, 100 
66 Printing and reproduction. ......................... as 37, 902 39, 400 38, 950 
_ 07 Other contractual services és ik 11, 090, 357 11, 328, 910 5, 572, 50 
Services performed by other agencies___- Siete Ss aia 2, 016, 321 2, 225, 500 8, 325, 20 
= 08 Supplies and materials__-_------- : i : : 258, 053, 064 680, 599, 152 607, 603, 701 
5 09 Equipment. ; ae 15, 917 9, 100 
13. Refunds, awards, and inde munities eunenkie Svea 1, 373 het 
j 15 Taxes and assessments... ‘ ata oot 9, 373 7, 900 
» Obligations incurred _-.---- = i ee ee 283, 836, 766 714, 003, 062 640, 513, 00 
> ALLOCATION TO DEPARTMENT OF THE ARMY 
= 
5 Total number of permanent positions 530 413 
Average number of all employees. _- 474 387 


Number of employees at end of year 





Average salaries and grades: 
General schedule grades: 
Average salary -- a $4, 075 $4, 112 
Average grade__-_- GS-5.7 Gs 
Ungraded positions: Average salary - $3, 630 $3, 633 





















Permanent positions $1, 785, 999 $1, 468, 064 
Regular pay in excess of 52-week base 6, 784 5. 611 
Payment above basic rates 18, 123 10, 055 

































Total personal services 1, 810, 906 1, 483, 730 
02 Travel 3: 200 
03 Transportat ion of things { 450 
04 Communication services 1, 660 2, 300 
05 Rents and utility services 1, 052, 793 315, 290 
06 Printing : eproduction 725 1, 000 
07 Other cor tual services 1, 259, 770 740, 955 


Sup plies and materials-. 233, 049 55, 624 
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Obligations by objects—Continued 





Object classification 


LLOCATION TO DEPARTMENT OF THE ARMY—Continued 


Equipment 

Lands and structures _ 

Refunds, awards, and indemnities__ 
Taxes and assessments- 


Obligations incurred 
ALLOCATION TO DEPARTMENT OF THE AIR FORCE 


tal number permanent positions - -__ 
\verage number of all employees ; 
Number of employees at end of year _-_-_-- 


\yerage salaries and grades: 
General schedule grades: 
Average salary 
Average grade. ____- 
Ungraded positions: Aver ige salary 


Personal services: 
Permanent positions 
Regular pay in excess of 52-week base - 
Payment above basic rates_- 


Total, personal services. -..........-.-..- 
Travel_- 
Tri insportation of things 
Communication services 
Rents and utility services___- 
Other contractual services 
Supplies and materials__--- 
laxes and assessments -_- 


Obligations incurred 
ALLOCATION TO DEPARTMENT OF THE NAVY 


Total number of permanent positions 
Average number of all employees. ----- 
Number of employees at end of year - -- 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade 
Ungraded positions: / 


01 Personal services: 
Permanent positions__---....----.--- 
Regular pay in excess of 52-week base- 
Payment above basic rates.............--- “5 


Total personal services------------- 
ravel.- 
Other contrac tual services. ...-------- 
axes and assessments... --- 
Obligations incurred 
SUMMARY 


Total number of permanent positions- --...........--- 
Full-time equivalent of all other positions 


Average number of all employees---.-......----.--------- = ee 


Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade 
Ungraded positions: Average s sali ary 


Personal services: 
Permanent positions 
Positions other than permanent 
Regular pay in excess of 52-week base- 
Payment above basic rates 


Total ee services 
ravel__ 


195 


44 actual 


$9, 255 
146, 803 
199 

5, 503 


, 534, 262 


$3, 204 
GS-3.4 
$3, 420 


$330, 010 
1, 264 
4, 253 


335, 527 
3, 629 


22, 263 
16, 029 
88, 491 
2, 318 


$3, 684 
GS-5.0 
$4, 076 


$578, 364 
2, 224 


17, 968 


598, 556 
2, O85 

3, 422, 857 
2, 540 


4, 026, 038 


$4, 422 
GS-5.9 


$3, 700 
517, 374 
6, 624, 254 


119, 854 
8, 562, 494 


1955 estimate 


$5, 000 


200 
5, 800 


1956 


estimate 


2, 6 10, 549 


GS-3.4 
$3, 425 


$525, 870 
2, 013 
7, 117 


535 5, 000 


1, 000 | 


3, 600 
5D 


23, 000 | 


16, 000 


53, 876 | 


2, 500 


635, 026 


$555, 800 
2, 100 
16, 700 


574, 600 


1, 500 
1, 385, 115 
2, 400 


1, 963, 615 


$4, 559 | 
GS-6.1 
$3, 700 


$6, 149, 362 


5, 800 | 


24, 054 
46, 114 


6, 225, 330 
eo 
15 


$4, 828 
GS-4.4 
$3, 985 


$3, 678, 542 
4, 000 

14, 442 
4,816 

3, 701, 800 
137, 000 
15, 064, 900 
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Obligations by objects—Continued 





Object classification 1954 actual | 1955 estimate | 1956 estimat 


| 


SUMMARY—Cconvinued | 


04 Communication services 7 : habe $68, 672 $70, 350 $66, 85) 
05 Rents and utility services-__. --- ; : 1, 078, 213 341, 290 2, 100 
06 Printing and reproduction. ----- : 38, 627 40, 400 38, 950 
07 Other contractual services- , sige 15, 789, 013 13, 470, 980 5, 572. 500 
Services performed by other agencies____-- ; 2, 016, 321 2, 225, 500 | 8, 325, 200 
08 Supplies and materials . a8 258, 374, 604 680, 708, 652 607, 603, 700 
09 Equipment-_- epidinis eat : ; | 25, 172 | 14, 100 
10 Lands and structures... -.-- wast 146, 803 | i ieee 
13. Refunds, awards, and indemnities . 1, 572 | 200 | 
15 Taxes and assessments : ‘ ei teaiiie isel 19, 734 | 18, 600 


Obligations incurred : ee ; 292, 865, 333 719, 212,252 | 640, 513. 000 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663, except allocations to Department 
of Defense) 


1954 actual 1955 estimate 1956 estimate 


Obligated balance brought forward $1, 403, 695, 741 $843, : $531, 257, 284 
Obligations incurred during the year- 202, 865, 333 719, 212, 252 640, 513, 000 


1, 696, 561, 074 , 562, 467, 284 1, 171, 770, 284 
Adiustment in obligations of prior years_- —173, 031, 715 
Reimbursements — 59, 608, 657 , 810, 000 —72, 985, 000 


Obligated balance carried forward ---- —843, 255, 032 . 257, 284 185, 284 
Total expenditures 620, 575, 670 , 400, 000 600. 000 


Expenditures are distributed as follows 
Out of current authorizations 3 es) ee ae : 178, 314, 800 
; : c r 620, 575, 670 2 RO” OOF 
Out of prior authorizations J L 966, 400, 000 577, 285, 200 


LIQUIDATION oF ConTRAcT AUTHORIZATION 


Amounts available for liquidation of obligations incurred under contract 
authorizations 


1954 actual 1955 estimate | 1956 estimate 


Appropriation or estimate ‘ ecen ‘ $27, 400, 000 
Unobligated balance transferred from “Strategic and critical 

materials, General Services Administration,’’ pursuant to 

G7 Stat. 604 end 66 Gtet: 262... ...-...-....-... , $30, 000, 000 $27, 600, 000 | 
Total available a a E , 30, 000, 000 27, 600, 000 27, 400, 000 
Total expenditures ___- ; , , —30, 000, 000 | —27, 600, 000 — 27, 400, 000 


Amounts available in excess of requirements. -_- 








Mr. Tuomas. Will the committee please come to order. 

Let us look at the strategic and critical materials program. 

The reporter will insert in the record at this point the table on 
page 303 and all of page 304 of the justifications. 

(The material referred to is as follows:) 





1956 estimate for stockpile program 
Total estimate _ — - ; 513, 000 


Obligational authority available: 
Unobligated balance, June 30, 1955 ), O28, 000 
Receipts from rotation sales 72, 985, 000 


9, 013, 000 


New appropriation (obligational authority) — _ . 500, 000 
Appropriation to liquidate prior contract authority 27, 400, 000 


Total appropriation__ 3 548, 900, 000 
STATUS OF CONTRACT AUTHORITY 


Quoted from the budget for 1956. 

“A total of $920 million in contract authority has been provided since the 
inception of this program. Of this amount, $892.6 million has been liquidated, 
leaving a balance of $27.4 million proposed for liquidation in 1956. 

“Unfinanced contract authorization. Status of the unfinanced balance is: 


1954 1955 1956 
siti asia alan ———___—___——_— soins cigs eile cident tie 
Unfinanced balance at beginning of year | $85, 000, 000 $55, 000,000 | $27, 400, 000 
Appropriation applied to contract authorizations___--_- L aaxalem Aedes aae sacks dears .| 27, 400, 000 
Unobligated balances applied to contract authorizations. - —--_- 30, 000, 000 27, 600, 000 | 


Da ed a paid 
Unfinanced balance at end of year_....-.-.------------- | 55, 000, 000 | 27, 400, 000 
| 


This remaining unfinanced balance of $27,400,000 has been fully obligated for 
some time. Deliveries and payments totaling $20,740,000 are expected during 
1956. In view of small amount which will be undelivered against contract au- 
thority at end of fiscal year 1956, financing of the current outstanding contract 
authority is requested. 

(General factors affecting 1956 estimate.—As result of relationship between stock- 
pile program and materials expansion programs authorized by Defense Produc- 
tion Act of 1950, as amended, estimate of obligations under stockpile appropria- 
tion is predicated on purchases in open market only where deliveries can be made 
in approximately 1 year. Long-term contracts for strategic materials are exe- 
cuted under the Defense Production Act of 1950, as amended, and financed under 
borrowing authority made available by section 304 (b) of that act. 

Funds provided in this estimate for procurement of strategic materials cover 
only short-term contracts plus purchase of inventories, within objectives, obtained 
by the Government under the materials expansion programs. Accordingly, this 
estimate has been predicated upon continued availability of borrowing authority 
under section 304 (b) of the Defense Production Act for long-term contracts. 

Comparison of activity costs and estimates for 1954, 1955, and 1956 follows: 


1954 program | 1955 program | 1956 program 


1. Acquisition of materials..........---------- __.__] $212, 944, 706 | $619, 885,652 | $538,075, 500 
-———$_$_| —__——_|__ 
(a) Cost of purchased materials | 211, 136, 990 | 618,002,252 | 536, 244, 000 
b) Expenses for donated materials | 224, 591 500, 000 | 500, 000 
(c) Operating expense--__------ 1, 583, 125 1, 383, 400 | 1, 331, 500 
? — — — — = = = = — = 
*, Custody of materials a ae 79, 920,627 | 99,326, 600 102, 437, 500 


(») Cost of rotating materials_-_ 


(c) Operating expense-.--- 


54, 476, 319 75, 210, 000 82, 985, 000 
2, 626, 828 2, 616, 600 2, 718, 500 


a) §. & C. M, warehousing ____-____-- _.| 22,817,480 | 21,500,000 | 16, 734, 000 
' 


Total obligations._.--..-...---- _..| 292, 865, 333 719, 212, 252 640, 513, 000 


| | 
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LIQUIDATION OF CONTRACT AUTHORIZATION 


Mr. Tuomas. I note this language in the bill: 


For necessary expenses in carrying out the provisions of the Strategic and Criti. 
cal Materials Stock Piling Act of July 23, 1946, including services as author. 
ized * * * and not to exceed— 


then you have $139,000 bracketed out— 
$137,000 of such funds shall be available for expenses of travel, $521,500,000 to 
remain available until expended. 

Then— 


For liquidation of obligations incurred pursuant to authority heretofore granted 
under this head, to enter into contracts for the purpose of the Strategic and 
Critical Materials Stock Piling Act of July 23, 1946— 


and you have bracketed out $27,600,000 and you have— 


$27,400,000 to remain available until expended: Provided, That this amount ma) 
be disbursed through the appropriation “Strategic and critical materials’ but 
shall be accounted for separately therein. 

Give us a general financial picture of the present position of the 
fund showing the entire amount of contract authorization, the status 
of it, the unappropriated balance, and so forth. 


STATUS OF FUNDS 


Mr. Meptey. On the contract authority, there was a total of $920 
million in contract authority which has been provided since the 
inception of this program. Of this amount, $892.6 million has been 
liquidated, leaving a balance of $27.4 million proposed for liquidation 


in 1956. 

Since the inception of the program there has been available for 
obligation $5,882,512,000. As of January 31, $5,454,651,000 had 
been obligated, leaving an unobligated balance of $427,861,000. We 
have had expenditures of $4,761 million and presently there is cash 
available of $1,094 million. 

The program in relation to last year is set up on page 303, which 
shows the total program of $640,513,000 for 1956. Against that we 
estimate an unobligated balance as of June 30, 1955, of $46,028,000. 
That, together with receipts from rotation sales in the amount of 
$72,985,000 will total $119,013,000, leaving a new appropriation of 
$521,500,000 sought for 1956. That, coupled with the amount nec- 
essary to liquidate prior contract authority, $27,400,000, makes a 
total appropriation request of $548,900,000. 

Mr. Tuomas. With the $27 million to liquidate prior contract 
authority plus fresh money of $521,500,000, what will be your casi 
on hand? 

Mr. Meptey. It would be $640,513,000 to be obligated. 

Mr. Tuomas. I believe you gave a ‘figure of $1.09 billion cash or 
hand, but against that you have some contract obligations? 

Mr. Meptey. That is right. I think we could figure it rouglilt 
this way 

Mr. Tuomas. As of today you have $1.09 billion cash? 

Mr. Meptey. $1,094 million. 

Mr. Tuomas. $1.1 billion in round figures? 


Mr. Meptey. Yes. 
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Mr. THomas. Against that amount what contract obligations have 
you incurred? 
' Mr. Meptey. Of that we have $693 million unliquidated obliga- 
tions already incurred. 

Mr. THomas. That will leave you $500 million. Is that cash? 

Mr. Mepitey. Unobligated cash, yes. 

Mr. THomas. You go into 1956 with $500 million cash unobligated? 

Mr. Puruuies. $400 million, really. 

Mr. Mepuey. No, sir. We would go into the new fiscal year with 
s46 million unobligated cash. 

Mr. Tuomas. You intend to obligate half a billion between now and 
the close of fiscal year 1955? 

Mr. Mepuiey. It comes to about $382 million. 

Mr. Paiuurps. $354 million. 

Mr. Toomas. In the next calendar 12 months you intend to obligate 
about $1.1 billion? 

Mr. Mreptey. In the next 17 months, from now until June 30, 1956; 
yes. 

STATUS OF ACQUISITION PROGRAM 


Mr. Tuomas. Will this wind up the program? 

Mr. Mepuey. No, sir, and lam sure Dr. Flemming has some remarks 
on that subject. Very briefly, before he speaks to that subject, on page 
301 it shows that the balance to be procured as of June 30, 1956, 
against the minimum objective would be $1,176,300,000, and against 
a long-term objective, $2,127,400,000, a total of $3,303,700,000 yet 
to be procured after June 30, 1956. 

Mr. Tuomas. I think it would be well to insert page 301 in the 


record at this point. 
(The material referred to is as follows:) 


STATUS OF ACQUISITION PROGRAM 


Quoted from the budget for 1956. 

“Stockpiling of strategic and critical materials: A new long-term stockpile 
level has been established to provide an additional measure of security over and 
above the minimum goals. Procurement of the additional minerals will generally 
be limited to instances where purchases at favorable prices will serve both to meet 
the long-term stockpile objectives and to maintain essential domestic production, 
as in the case of lead and zine in the past 6 months. 

“Preliminary reviews of 50 minerals indicate that the new policy may eventually 
increase the inventories of materials by $3.3 billion above the $6.5 billion of mini- 
ium objectives. By the end of the fiscal year 1956, about $5.1 billion of materials 
within the minimum objectives, and an additional $1.2 billion toward the long- 
term objectives will be in inventory, compared with June 1954 levels of $3.8 billion 
and $700 million, respectively. In considerable measure, this progress is made 
possible under the Defense Production Act, discussed in the commerce and man- 
power section of this message. 
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“Based on existing objectives, the status of the stockpile at November 1954 
prices is expected to be as follows: 


{In millions] 


June 30, 1954 | June 30, 1955 | June 30, 19% 


Value of stockpile objectives: | 
Minimum objectives___. ve! s $6, 447.5 $6, 447.5 
Long-term objectives (increment) _.__._-- 3, 316.5 3, 316.5 


NS issih Ae cen cth db cincmetehincesamen %, 764.0 | 9, 764. 0 


Procurements for total objectives: 
Materials in inventory----- 
Materials on order-.- 


Total procured 


Balance to be procured: | { 
For minimum objectives_.- id 2, 042. 0 
For long-term objectives (increment) 2, 394.7 
———— Ma eee — —-—-__ 


Total to be procured_-_-_-___- 4, 436.7 





Mr. THomas. What does it add up to at the end of fiscal year 1956” 

Mr. Mepuey. At the end of 1956 against a total objective of $97 
billion we would have on order $6.4 billion, leaving $3.3 billion yet to 
be procured. 

Mr. Tuomas. And that is beyond fiscal year 1956? 

Mr. Mepuey. Yes, sir. 


PURCHASE SCHEDULE FOR STOCKPILE PROGRAM 


Mr. THomas. Roughly, when you complete your program in another 
2 years—will you do it in another 2 years—that will be $9.3 billion’ 

Mr. Fiemina. $9.7 billion. Mr. Chairman, in response to your 
last question, the stockpile program will continue a number of years 
beyond 1956. 

Mr. Tuomas. How many years, Doctor? 

Mr. FLtemmrnc. Some of the purchase objectives will not be achieved 
until 1958 or 1959 because the materials will not be available in sufli- 
cient quantity until then. In fact, some objectives will not be com- 
pleted until 1960 and 1961. 


PURCHASE OF MATERIALS WITH LONG-TERM OBJECTIVES 


Mr. Tuomas. This increase of $3.3 billion beyond 1956 will b 
largely confined to 50 minerals which are set out in your confidential 
report. Is that correct? 

Mr. Fiemmuina. That is correct. 

Mr. Tuomas. What are those minerals and where do you intend t0 
get them? Leave the dollars and cents off. Is there any reason why 
that information could not be put on the record? 

Mr. Fiemmine. I think the amounts should not be in the record 
Mr. Chairman, but certainly there is no objection to putting in the 
list itself. We have an exhibit that will provide that information. 

Mr. Tuomas. There are 125 or 130 items there and you have you 
table giving percentage of completion and so forth. 

Mr. Fiemmina. There are 75 items with minimum long term ant 
total objectives indicated for each. 
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Mr. Tuomas. If you pick out those 50 from that list you might as 
well try to find a needle in a haystack. 

Mr. Fuemmine. Mr. Chairman, | have a separate list of the 50 
materials included in the long-term program. I will insert this list 
in the record. 

Mr. THomas. Read off some of them and then we will insert the 
whole list in the record. 

Mr. Ftemminea. The titanium objective will probably not be com- 
pleted for some period of time. This is also true of mica and nic ‘kel. 

Mr. Tuomas. Is titanium being produced within the United States? 

Mr. FLemmina. Titanium sponge is being produced in the United 
States at the present time. Some of the raw materials are being ac- 
quired abroad; but we are now developing domestic sources. Mr. 
Walsh can give vou the details on that. 

Mr. WausH. That is right. 

Mr. Toomas. How much of the raw materials are being produced 
in the United States? 

Mr. WausH. At the present time about 40 percent of the raw 
materials are produced in the United States. 

Mr. Tuomas. The raw materials are all processed within the 
United States? 

Mr. Fuemmina. Yes. Our basic policy is to purchase within the 
United States whenever it is possible for us to do so. We want the 
stockpile program to operate so as to strengthen our domestic mobil- 
ization base in every possible way. 

(The list of 50 metals and minerals referred to above is as follows:) 


MATERIALS WitH LonG-TERM OBJECTIVES 


Abrasives: 


Crude aluminum oxide 
Crude, silicon carbide 


Aluminum 
Antimony 
Asbestos: 
Amosite 
Chrysotile 
Crocidolite 
Bauxite: 
Metallurgical 
tefractory 
sery] 
Bismuth 
Cadmium 
Celestite 
Chromite: 
Chemical 
Metallurgical 
tefractory 
Cobalt 
Columbite 
Copper 
Corundum 
Diamonds, industrial 
Fluorspar: 
Acid 
Metallurgical 


Graphite: 
Amorphous lump 
Crucible 
Lubricant and packing 
Lead 
Magnesium 
Manganese ore: 
Battery 
Chemical 
Metallurgical 
Mercury 
Mica: 
Muscovite block 
Muscovite film 
Muscovite splittings 
Phlogopite splittings 
Molybdemum 
Nickel 
Platinum group metals: 
Iridium 
Platinum 
Quartz crystals 
Rare earths 
Selenium 
Tale, steatite block and lump 
Tantalite 
Tin 
Titanium 
Tungsten (W content) 
Vanadium (V content) 
Zine 
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DEVELOPMENT CONTRACTS UNDER DEFENSE PRODUCTION ACT 


Mr. Tuomas. How much money is the emergency procurement 
program spending on development contracts in the United States oy 
a yearly basis and what is the period of duration of these contracts? 
They are usually on a 3- to 5-year basis, are they not? 

Mr. Fiemmina. That is correct. 

Mr. Tuomas. And if it is good, it is good, and if it is bad you are 
just stuck? 

Mr. Mepuey. As of December 31 there had been certified to GSA 
in borrowing authority authorized by section 304 (b) of the Defense 
Production Act $1,113,086,000, covering programs with gross trans- 
actions totaling $7,675,968,000. They covered such commodities 
as aluminum, asbestos, cobalt, copper, graphite. 

Mr. Tuomas. That is all industrial production within the United 
States? 

Mr. Meptey. Not all. There are some metals produced in other 
countries, but most of it is in the United States. 

Mr. Tuomas. About $1 billion out of a total of $7 billion? 

Mr. Meptey. $1,113 million in borrowing authority which covers 
the probable ultimate net cost of these programs as defined by section 
304 b the Defense Production Act. 

Mr. Tuomas. And the total was around $7 billion plus? 

Mr. Mepury. That is correct. Of course, as the committee knows, 
those expansion programs authorize purchases and resale either to 
industry or to the stockpile and the gross is the estimated total amount 
of the purchases. The $1.1 billion is the probable net cost of the 
program to the government. 


DETERIORATION OF STOCKPILE 


Mr. THomas. What part of your total stockpile on hand to date 
has gone sour on you? Have you been able to break it down to show 
what part has deteriorated and what not? You cannot buy all this 
material without a sizable loss; it is just humanly impossible. There 
is bound to be some deterioration and waste beyond your control. 

Mr. Watsu. The material is rotated before it goes bad. 

Mr. Tuomas. You mean you hope that is true. 

Mr. Wausu. Experience has proved that to be true. 

Mr. Tuomas. What items have you rotated? 

Mr. Watsu. Rubber is the largest item; coconut oil, castor oil, and 
some fibers. Those are the items that have been rotated to date. 

Mr. Tuomas. Your minerals you have not rotated? 

Mr. Watsu. No, sir. We had some magnesium go bad on us by 
reason of being attacked by acid fumes. 

Mr. Tuomas. Where was that stored? 

Mr. Wausu. It was stored in the open. 


DETERIORATION OF RUBBER 


Mr. THomas. What about your rubber? I notice some has been 
in storage 5 or 6 years. 

Mr. Watsn. Some has been in stor age 10 years and is still in good 
condition. We are rotating about 6,500 tons a month. 
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Mr. Toomas. What is the loss? 
Mr. Watsu. About 4% cents a pound. 
Mr. THomas. 4% cents a pound covers all items of cost? 
Mr. Wausu. Yes. 
\Mr. THomas. Storage? 
Mr. Wausu. No. 
Mr. Tuomas. Handling charges? 
Mr. WausH. Yes. 
Mr. Tuomas. Are you still buying natural rubber? 
Mr. Wausu. Only for replacement on rotation. 
Mr. THomas. How much do you buy a year? 
Mr. Watsn. We only buy what we rotate. If we rotate 6,500 
tons a month, that is the amount we buy. 
Mr. Tuomas. What is your total stockpile? 
(Answer classified.) 
DETERIORATION OF OILS 


Mr. THomas. What about your oils? Where is that big tank 
program located? 

Mr. Wautsu. We have one at Somerville, N. J. 

\Mr. Toomas. That is the new one you have just completed? 

Mr. Wausu. Yes. 

Mr. Tuomas. How many barrels do you have there and what is the 
nature of the storage? I believe it is all above ground. One little 
firecracker and the whole thing is blown up. 

Mr. Wats. That has a capacity of 477,000 barrels at the present 
time. 

Mr. THomas. What oils do you have there? 

Mr. Watsx. Coconut oil, castor oil, palm oil, and sperm oil. 

Mr. Tuomas. How often do you have to rotate those? 

Mr. Wausu. In some of those oils we have to rotate them every 
4 or 5 years, and in others under 3 years. The free fatty acid is 
climbing in some of the oils so we are rotating more frequently. 

Mr. THomas. How much of a loss do you take when you rotate, 
dollarwise? 

Mr. Watsu. So far none, but we will have to take some on palm 
oil for the reason the steel industry has developed a substitute for 
palm oil. Originally we could have sold it to the steel industry, 
but now we will have to sell it to the soap industry. 

Mr. Tuomas. How much of a licking will you take? 

Mr. Wausn. Five cents a pound. 

Mr. Tuomas. What is the original cost per pound? 

Mr. Wats. Around 12 cents. We will be able to sell it for about 
7 cents. 

Mr. THomas. When it begins to deteriorate what does industry 
do with it? 

Mr. Wausu. Use it for soap. 

Mr. Tuomas. Do they go through any refining process? 

Mr. Watsu. I think not. I think they use it as it is. 

Mr. Tuomas. As a fat base? 

Mr. Watsn. Yes. 

Mr. Tuomas. Insert in the record at this point a statement of the 
cost of rotating materials including handling and operating expenses. 

(The material referred to is as follows:) 
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Strategic and critical materials, cost of rotating materials 


Commodity and unit 


Fiscal year 
1954 


DIRECT COSTS INCLUDING TRANSPORTATION 


Castor oil: 
Quantity rotated - 
Sale price : 
Replacement cost 
Net cost_- 
Coconut oil: 
Quantity rotated - __- 
Sale price . 
Replacement cost__---- 
PRN iii cnt cem anaes & 
Fibers: 
Quantity rotated - 
Sale price kai 
Replacement cost... -_- 
Net cost -- 
Palm oil: 
Quantity rotated -_.____- 
Sale price 
Replacement cost-_-___-..-- 
LS ee eee 
Pyrethrum: 
Quantity rotated _______-- 
Sale price_- 
Replacement cost 


MR es 


Rubber: 
Quantity rotated 
Sale price ee 
Replacement cost 
Net cost_-__-_- 
Shellac: 
Quantity rotated 
Sale price- 
Replacement cost. 
Net c0st........... 
Tin: 
Quantity rotated. __ 
Sale price 
Replacement cost 
Net cost _- ; 
Total: 
Sale price _- 
Replacement cost. 
Net cost 


.-Short tons_. 


.-short tons_. 


..pounds._. 


.-short tons__ 


$10, 039, : 


long tons_- 


1 $44, 363, 385 
$54, 476, 319 


1 $10, 112, 934 


Fiscal year 
1955 


2, 000 


$620, 000 | 
$680, 000 


$60, 000 


15, 000 
$3, 300, 000 | 


$3, 900, 000 
$600, 000 


10, 416, 120 
$1, 323, 000 
$1, 470, 000 

$147, 000 


3, 500 
$560, 000 
$770, 000 
$210, 000 


$58, 857, 000 
$68, 190, 000 
$9, 333, 000 


500, 000 
$150, 000 
$200, 000 

$50, 000 


) oo 000 


, 210, 000 | 


, 400, 000 


Fiscal year 
1956 


& 000 
$2, 480, 000 
$2, 720, Ow 


$240, 00 


20, 000 

$4, 400, 000 
$5, 200, 000 
$800, 000 


70, 000, 00 
$14, 000, 0 
$14, 980, OK 

$980, OW 


1, 000 
$160, 000 
220), 000 
$60, 000 


50, 000 
$350, 000 
$525, 000 
$175, OM 


79, 8% 
$46, 475, 00 
$53, 940, O00 
$7, 465, 00 


1, 000, 000 
$300, 000 
$400, 00 
$100, 000 


2, 000 

$4, 820, 000 
$5, 000, 000 
$180, 000 


5, 000 
5, 000 
_ $10, , 000 


Net costs including transportation ___- : swinc oan) Sally kia eee $ , 400, 000 "$10, 0), 000 
Handling in and out of storage ‘ Sark re 608, 890 678, 640 707, 625 
Estimated operating expenses________- a ee ae om 309, 700 287, 850 299, 230 


Total cost 4 11, 031, 524 in, 366, 490 ‘I, 006, 5, 855 


1 Represents actual sales and net costs on materials rotated. Excludes receipts from prior year sales 
which account for credit figure of $5,222,338 on p. 310 of justification. 


WAREHOUSING OF STOCKPILE MATERIALS 


Mr. Tuomas. Most of this material is warehoused on military 
installations? 

Mr. Watusu. We have 293 locations, sir—42 of those are Army; 
16 Navy; 10 Air Force; 12 GSA; 11 leases; 4 Government-owned 
sites; 31 plant sites; 5 vaults; and 162 commercial locations. That 
covers oil, rubber, cotton, fibers, and miscellaneous products. 

Mr. Tuomas. 162 private locations? 

Mr. Watsu. Yes. 

Mr. Tuomas. How many square feet do you have all together? 

Mr. Wausn. 22,742,000 square feet of closed space; and 42,193,000 
square feet of open space. 

Mr. Tuomas. I presume that is by far the largest warehousing 
program in the United States; is it not? 
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Mr. Watsn. That I do not know. As far as industry is concerned, 
yes, but I do not know about the Government. 
' Mr. Toomas. The armed services warehousing space will not touch 
that. 

Mr. Wausu. I really do not know, sir. 

Mr. Mansure. We have never seen their total. 

\Mr. Toomas. Well, it is sizable. 


EMPLOYMENT IN STOCKPILE ACTIVITIES 
Mr. Tuomas. The reporter will please put the table on page 312 in 
the record at this point. 


(The material referred to is as follows:) 


STRATEGIC AND CRITICAL MATERIALS 


Operating expense—Summary 


Average employment 
Amount qe Fe Na = 
Department Field 


$4, 000, 000 7 311.0 
+50, 000 12 : 49.7 


4, 050, 000 320. 7 


HIGHLIGHT 


All operations performed by GSA personnel for the stockpile program ar 
brought together in this section. 

“Operating expense’ is comprised of six functions, explained in detail on 
following pages. Expense of each is distributed between two preceding program 
activities in accordance with services necessary for carrying them out. 

In summary, ratio of operating expense to workload of stockpile program is 
0.076 percent in 1954, 0.054 percent in 1955, and 0.053 percent in 1956. Workload 
and operating expense for these years is shown in following tables: 


{In millions} 


Workload 


Purchases... 
Deliveric S 
Inventory in custody (June 30)!__- 
Rotation purchases. - 

Rotation sales_- 


Total workload units. _-.--- 


‘Inventory valued at November 30, 1954 prices, 
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Summarization of operating expense showing distribution of amounts and employmen 
between stockpile program activities 


| 
1954 1955 


| it. 
Amount | | Man- 


| Man-| | Man-| 
years | Amount | years | | years | 


Amount 


| | 


es —. 


Total operating expense | $43. 6 $4, 209, 953) 758. 4'$4, 000, 000) 770. 4 4, 050, 009 





(1) Service administration. - -- sacs neeli cle Bee 110, 214) 15.0 111, 600) 14.7 112, om» 

(2) Materials research and analysis_ ‘ciciecateheneiieee weenie aa 101, 434) 12.0) 101,900) 12.0 101, 90 

(3) Purchasing operations... ....................-.| 77.3] 422 » 201| 59. 7 7 383, 800) 53.2) 328 1M 

(4) Commodity inspection...............-..--.-- _| 204.6! 1,111, 903! 165. 3| 970, 700) 171.0) 1, 009, 709 

(5) Storage and transportation eee 276.2) 1, 233, 824) 273.3) 1, 268, 400 8. 4) 1, 315, 700 

(6) Administrative operations - - stitch | 257. 0 1, 230, 377 233. “1 1, 163, 600 33.1) 1, 182, 60 

1. Acquisition of materials : , 331, 500 

(1) Service administration . __- nena kacen ¢ ee 66,128; 9. 0 66, 900 ')| 67, 20 

(2) Materials research and analy ea ‘ 3. 25,358; 3.0 25, 500) = 3. 25, 50K 

(3) Purchasing operations................-.----| 58. 316, 600} 44.8) 287,900) 39.9) 246, 1H 

(4) Commodity inspection : 3. 667, 142) 115.7 582, 400 . 6) 605, 800 
(6) Administrative operations-.--_-_------ Ee 9. : 507, 897 84. 6) 420, 700 76 3 





2. Custody of materials "520.2 = 626, 828 501. 3 2, 616, | 600 5% 


(1) Service administration sod wlbtucaaa 6.4 44, 086 6.0 “44, 700 
(2) Materials research and analy ee era 9.3 76, 076) 9.0 76, 400 
(3) Purchasing opers ee ee a ee 105, 601! 14.9 95, 900 
(4) Commodity inspection ; ----| 61.4) 444,761) 49.6) 388, 300 
(5) Storage and tre ansportation ope rations ....| 276.2) 1, 233, 824) 273.3) 1, 268, 400 
(6) Administrative operations... . 147.7 22, 480, 148.5 742, 900 


Mr. Tuomas. What is the total employment in your entire oper- 
ation? 

Mr. Watsu. Seven hundred and thirty-seven, actual employment 
as of December 31, 1954. The number of positions budgeted for 1956 
is 793. 

Mr. Tuomas. On page 294, as I remember, there is a pretty good 
table there that shows you have 793, 466 in the District of Columbia 
and 327 in the field. Your figure of 327 does not include your per diem 
people nor the employment by the armed services, does it? 

Mr. Meptey. No, sir. 


COST OF WAREHOUSING AT MILITARY INSTALLATIONS 


Mr. Tuomas. Do you make a contribution to the armed services 
for that administrative cost of warehousing? 

Mr. Meptey. Yes. 

Mr. Tuomas. What is that figure? 

Mr. Meptey. We have been working with the armed services to 
develop a reimbursable agreement based on fixed rates per square foot. 
In 1954 they requested an increase under our current financing agree- 
ment whic h would have required us to pay them $7,634,000 “for the 
services that they rendered. 

Mr. Tuomas. $7.6 million for what year? 

Mr. Meptey. 1955. However, as a result of negotiations with 
them, we are paying for 1955 only $5,209,186. These payments have 
been made in the form of advances from which warehousing expenses, 
including employees’ salaries are paid. 
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EXPENSES OF OPERATION 


Mr. Tuomas. This table shows your total operating expenses for 
1955 is $4 million. 

Mr. Mepuey. That is for all GSA operating expenses paid from 
the stockpile appropriation. 

Mr. Tuomas. In addition to that you pay the Army $5.2 million? 

Mr. Mepitey. The Department of Defense, that is correct. 

Mr. Tuomas. Where does the $5.2 million come from? 

Mr. Mepiey. On page 330 on the green sheets there are indicated 
allocations to the various military departments. 

Mr. Tuomas. In other words, this table you set out on page 312 
does not give you more than 45 percent of the picture dollarwise. 
The big item of $5.2 million is not accounted for? 

Mr. Mepuey. Not as a direct expense; no, sir. It is accounted for 
as an allocation to the military departments and it is further accounted 
for on the material which we have included on pages 307 and 308, 
which shows the cost for handling and warehousing at all locations, 
including the military. 

Mr. Toomas. You did not set it up as an operating expense. 

Mr. Meputey. Mr. Chairman, we view the Department of Defense 
as just another storage contractor and we are negotiating with them 
now for rates per square foot which will be effective in 1956, the same 
as we do with commercial storage firms. 

Mr. Tuomas. For that $5.2 million you are paying for something 
besides warehousing space, are you not? You are paying personnel 
costs and other items? 


Mr. Mreptey. The same would be true of commercial operators. 


COST OF STORAGE IN PRIVATE WAREHOUSES 


Mr. THomas. What is the average warehouse square footage cost 
that vou pay the 162 private contractors? 

Mr. Meptey. It is between $10 and $11. 

Mr. THomas. On an annual basis? 

Mr. Mepiey. $10.84 per ton year. That would be about $1.10 
per square foot. 

Mr. Tuomas. He is not going to rent it to you on a ton-year basis. 
He cannot control your ton year. That is up to you. 

Mr. Wausu. It is costing us between $10 and $11 per ton per year. 

Mr. Tuomas. What is it on a square-foot basis? You do not rent 
iton a ton-year basis. 

Mr. Watsu. About $1.25 per square foot as an average. 

Mr. Toomas. That is pretty high. What are you paying for your 
own warehouses, some of your big ones, Mr. Mansure? 

Mr. Mansure. Around 70 cents. 

Mr. Watsu. Our own closed space is costing about $0.15 per year 
per square foot, based on out-of-pocket costs. We are paying the 

llitary 35 cents per square foot per year. 

Mr. Mepiey. Under their new offer it would be less than 35 cents 
per square foot. 

Mr. Toomas. And about $1.25 to private contractors? 

Mr. Wausn. Yes. 
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TOTAL WAREHOUSING COST 


Mr. THomas. What are you going to spend in 1956 for all you 
administrative costs, your rents, your utilities, and everything else 
for all your contracts? This ficure of $4 million i is just the chicken. 
feed angle of it. 

Mr. Meptey. On warehousing cost, which would include the mili. 
tary, it would cost $16,734,000. 

Mr. Tuomas. To the military? 

Mr. Meptey. No. That is total. 

Mr. Tuomas. All your warehousing cost, including the military 
and everybody else? . 

Mr. Mep.ey. Plus $2,419,270 of the expenses of administrative 
operation. 

Mr. Tuomas. Between $19 and $20 million in round figures? 

Mr. Mep.tey. That is correct. 


STOCKPILING IN RELATION TO INDUSTRY 


Mr. Tuomas. What are your working arrangements, Dr. Flemming 
with industry generally? How is your arrangement with them affect- 
ing the market prices of these materials, and what arrangements do 
you have to take from the stockpile under whatever conditions may or 
may not arise? 

Mr. Ftemminea. Once the material has gone into the stockpile, the 
Stockpiling Act does not permit its removal except for rotation pu- 
poses or by order of the President for common defense purposes. In 
other words, it is insulated. 


COPPER SALES TO INDUSTRY 


I am sure your question is directed to the current copper situation 
Some of the copper being acquired is purchased under the materials 
expansion program and goes into the Defense Production Act inven- 
tory. As indicated, the law permits the use of these materials by the 
Government or resale to industry. 

During the fourth quarter of last year some of the copper acquired 
under the copper expansion program was resold to industry because 
of the supply situation that arose out of the strikes in this country 
and in Chile. 

Mr. THomas. What about the price arrangements? 

Mr. Fiemmina. It is sold at the market price. All of the copper 
was resold to industry at the market price at time of sale. 

Mr. Watsu. That is correct. 

Mr. THomas. How did your transaction turn out dollarwise? 

Mr. Watsu. We made money on it. 

Mr. THomas. How many tons did you sell? 

Mr. Watsu. 19,007. 

Mr. Tuomas. What is your total stockpile? 

Mr. Wausu. (Answer is classified.) 

Mr. Furemmuine. The supply situation, Mr. Chairman, is agua! 
tight growing out of the strikes in Rhodesia. I have before me 3! 
the present time a recommendation from the Department of Con 
merce that we resell to industry another 8,000 tons that have beet 
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acquired since the first of the year. I am going to act favorably on 
that request because of the present market situation. 


DISPOSITION OF STOCKPILE MATERIALS 


Mr. Puiuurps. Is it mandatory or required by your own regulations 
that the same commodity be repurchased? Could you sell one com- 
modity out of your stockpile and with the money obtained buy 
another commodity? 

Mr. WausH. We could not. 

Mr. Putiurps. I was reminded of it by this fact. You will find our 
original goals are too high in view of some other commodities that are 
coming into the industrial field, such as a better metal than the one in 
our stockpile. Has that come up? 

Mr. Wausx. Not any-metalsas yet. We have had that situation on 
other items, and the procedure is, if an item is considered no longer 
required for stockpiling purposes and that decision is reached by the 
Office of Defense Mobilization, that is reported to the Congress 
together with a disposal plan, and if that plan is approved by Con- 
gress it is sold and the money goes into miscellaneous receipts. 

Mr. Ftemmina. We must come to Congress. 


STOCKPILE GOALS 


Mr. Puiturrs. I think you are reaching your goals satisfactorily but 
Iwas concerned about two items, corundum and j jewel bearings. Why 
are you not up on your jewel bearings and where do you get your 
corundum? 

Mr. Fuemmina. On both of those items we have suspended pur- 
chasing because there is a real question as to whether additional 
amounts are needed. 

Mr. Puruures. In other words, it is not a failure to reach the goal 
but the probability is you have changed the goal? 

Mr. Fuemmina. That is right. 

Mr. THomas. Doctor, you were nice to come over and see us. 
Thank vou. 

Mr. Puiturps. Could I have the figures again of the total stockpile 
that you are authorized to purchase or that your plans call for in 
money? 

Mr. Mrpiery. $9.76 billion. 

Mr. Purtuies. How much of that have you already had appro- 
priated including what you are asking for this year? 

Mr. Mrepiey. $6.46 billion will have been procured by the end of 
1956 if we receive the requested appropriation. 

Mr. Putiuips. Up to the present time? 

Mr. Mepuey. Through fiscal year 1956. 

Mr. Puruips. And you are asking for how much in new money? 

Mr. Mreptey. $521.5 million of new obligational authority and $27.4 
million for the lamidetion of prior contract authority. 

Mr. Pamurps. At the present time how much of an unspent balance 
do you have, both obligated and not obligated? 

Mr. Mepuey. We have in cash $1,093 million of which $693 million 
has been obligated. 
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Asaca Finer Program 
Amounts available for administrative expenses 


Se 
1954 actual | 1955 estimate | 1956 estimgy 





Limitation or estimate _______. $135, 000 $135, Ow 
Comparative transfer from ‘‘Administrative expenses, liquida- 
tion of Reconstruction Finance Corporation, Treasury 
Department”’: 
Under limitation $158, 840 
Not under limitation 14, 760 |___- 


173, 600 135, 000 135,00 


Administrative expenses by activities 


| | 
| i 
| 1955 estimate | 1956 estimate 


Description | 1954 actual 


$62, 900 $42, W 
72, 10 


2. Administrative operations 


ig MINI tog fo act odsmancnnudvonnskcbeaiiames: cons : 
| 
RR eee ae ERLE FT $173, 600 


Total administrative expenses ve 173, 600 | 135, 000 135, rT) 


Accrued administrative expenses by objects 


Object classification 1954 actual | 1955 estimate 





Total number of permanent positions 
Average number of all employees. --- 
Number of employees at end of year.. 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


Personal services: 
Permanent positions $108, 988 
Positions other than permanent ‘ 423 
Regular pay in excess of 52-week base ee 627 4 
Payment above basic rates___- : 3, 709 3, 450 
Excess of annual leave earned over leave taken 2, 094 


Total personal services... j : : 853 112, 860 
02 Travel : Z , 093 4, 400 
03 Transportation of things ae ; 190 200 
04 Communication services 2, 896 000 
05 Rents and utility services__- : ; 8, 910 700 
06 Printing and reproduction _. si — ; ‘ 575 , 200 
07 Other contractual services : 328 240 
Services performed by other agencies___- _ ne 5, 771 300 
08 Supplies and materials : f . 884 , 000 
15 Taxes and assessments._.........- * Poon 100 100 


on 


— SD ee ee 


Total administrative expenses. _._.......--- etek 173, 600 135, 000 


Mr. Tuomas. What about this abaca fiber program? You had 
something in your original statement about it. 

Mr. Meptey. Yes, sir. The abaca program was transferred to the 
General Services Administration upon the liquidation of the Recon- 
struction Finance Corporation. 

Mr. Ostertac. What is abaca? 

Mr. Tuomas. That is rope and hemp and all of that stuff. 

Mr. Meptey. When they transferred that function to us Ww 
received from the RFC $8,100,000 for the purpose of operating this 
program. Abaca is a strategic and critical material. 

Mr. Tuomas. How much money did they transfer to you? 





$6, 507 
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Mr. Meptey. $8,100,000. As a result of a change in program the 
appropriation which was requested this year in the amount of 
$3,500,000 was withdrawn because the amount of acreage of the 
plantations in Central America was reduced. __ 

Mr. Toomas. Why would not that be commingled, anyway, with 
the “Strategic and critical material’? Why carry it as a separate 
item? 

Mr. Meptey. For this reason: When the Abaca Production Act 
of 1950 was enacted, it was operated by the RFC. They were subject 
to the Corporation Control Act, which, in turn, makes that money 
which we received from the RFC equally subject to the Corporation 
Control Act, so that we had to set it up as a separate revolving fund. 

Mr. Tuomas. Mr. Reporter, will you insert in the record at this 
point the last big paragraph at the bottom of page 338? 

(The matter referred to is as follows:) 


GENERAL STATEMENT ON OPERATIONS IN 1955 AND 1956 


Following quoted from the budget for 1956 with italics and brackets by GSA 
to reflect more recent changes in program: 

“Purpose and financial organization.—Under Executive Order 10539 functions 
related to the production and sale of abaca fiber were transferred from the Re- 
construction Finance Corporation to the General Services Administration July 1, 
1954. The program is authorized by the Abaca Production Act of 1950 (50 
U.S. C. 541), and is operated to provide a Western Hemisphere source for the 
material, which is essential for making rope, in case normal supplies are unavailable 
during an international emergency. The net Government investment in the en- 
terprise on July 1, 1954, was $17,365,563. The activities of the program are 
financed through a revolving fund. The operating deficits of the program have 
been met by the Reconstruction Finance Corporation from proceeds of another 
production program not transferred to General Services Administration. For 
fiscal year 1956, it will be necessary to [appropriate $3,500,000 for the program, 
of which] authorize a limitation of $135,000 [is] for administrative expenses.” 

Mr. THomas. How much money do you want this year? 

Mr. Mepiey. We do not need to have anything appropriated this 
year. 

Mr. Tuomas. You have withdrawn that request? 

Mr. Mepuey. Yes, sir; but it is necessary that Congress approve 
the $135,000 limitation for administrative expense. 


CASH POSITION OF ABACA FIBER PROGRAM 


Mr. Tuomas. It would not hurt to insert the table at the bottom 
of page 339. 
(The matter referred to is as follows:) 


1956 





Cash received from sales... --- 


Cash with Treasury, beginning of year Sanitaria 1 $8. 100, 000 $4, 023, 000 


niededenahdunensed palreaeie i 2, 537, 000 2, 537, 000 


lotal_. wae nine eee 10, 637, 000 6, 560, 000 
Less: Cash disbursements... ______- Pena eat ae a Betis 6, 614, 000 4, 755, 000 


Cash with Treasury, end of year___._-- aed bard oe 4, 023, 000 1, 805, 000 


Cash transferred from RFC. 
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Mr. Tuomas. Generally what is your supply of abaca right noy: 
how much do you have in storage, Mr. Hanes? 

Mr. Hanes. We have about 14 million pounds in storage at th 
present time. _That is a relatively small quantity. 

Mr. Tuomas. How much more do you intend to get? 

Mr. Hanes. We plan production under this adjusted program 
that our sales will about equal our production. We feel that ther 
will not ‘be any inerease in inventory. 

Mr. Tuomas. Do you need this program now? Can private in. 
dustry take care of this for you? 

Mr. Hanws. We have made every effort to get private industry 
to undertake it. 

Mr. THomas. When was this legislation passed? 

Mr. Hanes. In 1950. The original objective was 50,000 acre 
but it has now been reduced to 15,000. 


ADMINISTRATIVE COST OF PROGRAM 


Mr. THomas. What is the administrative cost of this program? 
Mr. Hanes. $135,000. 


NEED FOR ABACA PROGRAM 


Mr. Botanp. Does GSA consider abaca as essential to national 
defense? 

Mr. Mepuery. As you know, the principal source of abaca and 
other hemp is the Philippines and during the last war that source 
was cut off. It is considered as a strategic material, hemp being 


used primarily in marine cordage. It is on the strategie and critical 
materials list. An important point which was not brought out 
earlier is that the plantations in Central America are operated by tli 
United Fruit Co. under a management agreement with the 
Government. 

Mr. Bouanp. Off the record. 

(Discussion off the record.) 


Tuursbay, Fespruary 24, 1955. 
AGENCYWIDE ADMINISTRATIVE OPERATIONS 


Mr. Tuomas. Let us take a general look at this overall adminis 
trative problem. We will insert at this point in the record pages 1% 
and 189. 

This ought to be considered with the personnel problem, and yo 
will find a table on that on pages 294 and 295. 

(The matter referred to is as follows:) 


AGENCYWIDE ADMINISTRATIVE OPERATIONS 


SUMMARY STATEMENT 


‘‘Administrative operations in General Services Administration includ 
paeey lirection and coordination of programs, and (2) financial, administ 

legal, cor npliat ice and information services necessary to support operating | 
grams. These functions and services are performed by integrated staff orga! 
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tions in the central and regional offices which are financed from various apprepria- 

tions and funds made available for that purpose. Total funds for agencywide 

administrative operations were $11.3 million in 1954, $10.2 million in 1955, and 

are estimated at $10.7 million for 1956. Comparison of amounts by fund for 

1955 and 1956 follows, with the 1955 amounts adjusted for changes in financing 
which would be ws arranted as a result of reappraisal of workload. 


en NN 





1955 
= - - 7 1956 estimate 
| Availability Adjusted 





‘Direet appropriations: 
Administrative operations...................-...-- $3, 789, 500 $4, 172, 500 | , 450, 000 
Emergency operating expenses- _--- neue : 307, 000 214, 000 200, 000 
Repair, improvement, and equipment. ham ‘ ° 30, 000 205, 000 200, 000 
Expenses, general supply fund__............-..__-- 2, 538, 000 2, 307, 000: | 384, 000 
Strategic and critical materials_............._..- 1, 163, 600 1, 132, 600 _ 182, 600 
Sites and planning---.- - | 71, 200 71, 200 134, 000 
Operating expenses, public buildings service. 7 38, 000 

Revolving, Management, and working funds: 
Defense Production Act program palette | 1, 315, 000 1, 315, 000 1, 290, 000 
A Dene Teer NIN as 5 eck cccecce Betas 72, 100 72, 100 72, 100 
Construction services-_.. --- saith Maas 146, 400 146, 400 1 146, 400 
Federal Civil Defense Administration program is 9, 900 9, 900 1 9, 900 

Reimbursements: 
Administrative operations-_--__----- ntonéunubindaé 579, 500 414, 500 410, 000 
Expenses, general supply fund_. ss ane ‘ 12, 400 12, 400 11, 100 
Strategic and critical materials__..._..._--._- 1, 400 1, 400 

Allocation: Mutual security program..___...--_-- 94, 000 94, 000 1 94, 000 


Eicstn aaiee aba iniddnteetacwnacewsacouend | 10, 168, 000 10, 168, 000 10, 674, 100 


“Based on continuation of 1955 program levels.’”’ 


All the above from the budget for 1956.) 

Organizational integration of administrative operations was effected during the 
first year of GSA. Experience has demonstrated the effectiveness of such an 
organization. However, problems have been encountered in keeping financing 
in balance with workloads generated by several of the programis served. 

Total amounts for aJl administrative operations for 1953 and each foltiowing 
year, including amounts for DPA program, are as follows: 


1953 obligations............-. ‘ $11, 459, 664 
1954 obleAtIONS........4.. ee : : Sait, _ 10, 869, 834 
1955 available Bee. ew ; 10, 168, 000 
1956 estimates _ _ __.. 10, 674, 100 


Cause for lack of balance between workloads and financing.—Previously, estimates 
for administrative support of specific programs were considered separately with- 
out direct relationship to the overall integrated functions of administrative 
operations. This contributed to inequitable determinations in some cases with 
respect to requirements for essential administrative operations. As a result, 
relationships between source of financing and workload for several programs 
have become out of balance. 

Proposal to establish balance between financing and workload.—To reflect balance 
between financing and workload in estimates for 1956, a complete agencywide 
study of workload-financing relationships was made in the spring of 1954. This 
disclosed, for each source of funds, the proper relative amounts necessary to 
provide essential administrative support for the respective programs, within 
limitation of total funds then available. 

Results of this analysis were utilized in formulating estimates for 1956. The 
estimates reflect (1) offsetting increases and decreases in items solely to bring 
financing in balance with workload without increasing the total (shown as 1955 
adjustments in following table) ; (2) partial restoration of some essential functions 
suspended due to fund reductions in prior vears; and (3) a few minor additions or 
deductions for new, expanded or declining program operations, respectively. 
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Adjustments for workload between various administrative operations items for 1955 


1955 
Appropriation Peeeaenater ay ees Change 
Available Adjustment Adjusted | 


Administrative operation $3, 789, 500 | +$383,000 | $4,172,500 | +$277,500 | $4, 450, 0m 
Emergency operation expense 307, 000 —93, 000 214, 000 —14, 000 200). 000 
Repair, improvement, and equipment 30, 000 +175, 000 205, 000 +85, 000 290, 000 
Expenses, GSF | 2,538,000 | —231,000 | 2,307,000 +77, 000 2, 384, 000 
Strategic and critical materials 1, 163, 600 —31,000 | 1, 132,600 > 1, 182, 60 
Abaca fiber program 72, 100 72, 100 72, 10 
Administrative operation reimbursements- 579, 500 q 414, 500 410, 000 
Operation expense, PBS transfer--.---...--| 38, 000 : 


Subtotal , 8, 517, 700 | | 8,517,700 | 8, 988, 700 
All other items of administrative operation} 1,650,300 |_....__- “| 1, 650, 300 35, 1 1, 685, 40 








All administrative operation 5 | 20, 168, 000 +506, 100 | 10, 674,10 








Simultaneous consideration and favorable action on offsetting adjustments to 
bring financing in balance with workload is particularly important to the estab- 
lishment of a balanced operating plan for 1956. 
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EMPLOYMENT FOR 1954, 1955, AND 1956 


Mr. Tuomas. What is the total employment in the Agency for 1954 
1955, and 1956, and break it down between the District and the fie) 
without putting this whole detail in here. 

Is this correct, you want 26,770 people for the fiscal year 1956? 

Mr. Meptery. That is the total employment, Mr. Chairman, that \s 
shown in the budget. 

Mr. Tuomas. That is right. That is broken down as follows 
2,208 for the central office, against 24,562 for the field? 

Mr. Meptey. | believe that central office figure, Mr. Chairman, als 
includes the people in all the services and in staff operations, not jus| 
administrative operations alone. 

Mr. Tuomas. That is a 175 increase for 1956 over 1955? 

Mr. Meptry. Yes, sir. 

In 1954 we had a total average employment in administrative opery- 
tions of 2,027. In 1955 it was 1,839, and in 1956 we are asking fo 
1,922. That is for both Washington and the field. 

Mr. Tuomas. That is man-years. We are translating this int 
terms of bodies. 


SOURCES OF FUNDS FOR ADMINISTRATIVE OPERATOINS 


Dollarwise you had $10,168,000 for 1955, and that is increased }y 
about $500,000 to $10,674,100 for 1956. 
Mr. Mep.ey. Yes, sir. 


APPROPRIATED FUNDS 


Mr. Tuomas. Your table shows appropriated funds and when yoi 
total them up, I think the adding machine total of them 1s $10,674,100 
What part-of that total is appropriated funds under administratiy 
operations, emergency operating expenses, repair, Improvement an 
equipment, expenses, general supply fund, strategic and _ critical 
materials, sites and planning, and operating expenses, public building 
service? You do not have an item for the public building service ths 
year. 

What is the total amount appropriated for administration? 

Mr. Mrpuey. $8,640,600. 

Mr. Tuomas. It is $8,600,000 in round figures. 


REVOLVING, MANAGEMENT AND WORKING FUNDS 


Now, the remainder of the $10,600,000, or $2 million is in the 
Defense Production Act program, the abaca fiber program, construc: 
tion services, and the Civil Defense Administration program. Whil 
is that civil defense item? 

Mr. Meptey. That is an allocation which we receive from the 
Federal Civil Defense Administration in connection with the procurt 
ment of certain items that we are storing for them. 

Mr. Tuomas. Is that money that you receive from other agencies 
or are those funds you pay out of your revolving funds to other aget 
cies? 

Mr. Meptey. No, that is money which we received from the Feé- 
eral Civil Defense Administration for services rendered to them. 
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REIMBURSEMENTS 


Mr. Tuomas. Your next group here is reimbursements, and under 
that you have in “Administrative operations,’ $410,000, and ‘“Ex- 
penses, general supply fund,” $11,100. Are these reimbursements 
paid to you or by you? 

Mr. Meptey. To us. 

Mr. Tuomas. In other words, out of your total administrative 
operation costs, 25 percent of them are reimbursed to you for services 
performed for other agencies? 

Mr. Mepuey. With the exception of the Defense Production Act 
money, Mr. Chairman. That is $1,315,000 in 1955, and reduced to 
$1,290,000 in 1956. 

Mr. Toomas. Well, the figure of 25 percent does not miss it far. 

Mr. Meptey. Actually, reimbursements include only the last 5 
items which total $671,400 out of a total of $10,674,100. 

Mr. Tuomas. What did you compute these directly appropriated 
funds to be a minute ago? 

The CLerK. $8,640,600. 


PROBLEM IN FINANCING ADMINISTRATIVE OPERATIONS 


Mr. Mreptny. Mr. Chairman, I would like to mention briefly a 
problem which we have on this whole administrative front. 

We are financing our operations out of 15 different funds, and it is 
very difficult to keep the funds in balance with workloads. 

The table that you are looking at on page 188 contains many 
adjustments, both increases and decreases, which equalize one an- 
other. It has been based on a reappraisal of the work we are per- 
forming for these various activities. 

Of course, the first item, “Administrative operations,’’ supports 
administrative work for the three “Operating expense’’ appropria- 
tions, namely, one for public buildings, one for Federal supply, and 
one for Archives. 

The second is the administration portion of handling the emer- 
gency operating expense program. 

The third is administrative expenses in connection with our repair, 
improvement, and equipment program, such as paying bills and 


’ 


handling personnel work. 


The fourth is administrative operations, accounting, auditing, and 
so forth, and legal work in connection with the general supply fund 
program. 

_ The fifth is for strategic and critical materials, all of the account- 
ing, auditing, and security work in connection with the stockpile 
program. 

The sixth—Sites and planning—will be the workload being done in 
connection with the lease-purchase program, which will include some 
financial analyses, and work on the prospectuses and contracts. 

Mr. THomas. Yes, we have already gone over that. 


Now, what part of your total appropriation goes to administrative 


; costs? 


Mr. Mepuiey. That would be a very, very small part. Based on 
the budget estimates it would be the ratio of $8,640,600 to 
$719,430,000. 
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Mr. Tuomas. That is about 7% percent. 
Mr. Meptey. No, I do not believe it is that high, sir. It woul 
be 1.2 percent. 


ADMINISTRATIVE OPERATIONS 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual 1955 estimate | 1956 estimat 


Appropriation or estimate an $4, 200,000 | $8, 780, 500 $4, 450 
Transferred from ‘Operating expenses, Public Buildings } | 

Service, General Services Administration,’’ pursuant to | 

5 U. 8. C. 630d eae csitieogteas = eed ne cal 38, 000° 


Adjusted appropriation or estimate mene 4, 200, 000 3, 827, 600 | 4, 450, i) 
Reimbursements from non-Federal sources ‘said oahdeabii | eet 
Reimbursements from other accounts-_-.-..-...--.-.--.---- 579, ! 410, (i 


Total available for obligation 4, 768, 808 sat 4, 407, 000 | 4, 860, (i 
Unobligated balance, estimated savings ; —9, 546 i 


ee 


Obligations incurred 4, 669, 262 4, 407, 000 | 4, 860, (ty 
| 


Notre.—Reimbursements from non-Federal sources above are refunds or employee terminal leave p 
ments (5 U.S. C. 61 (b)). 


Obligations by activities 


Description | 1964 actual | 1955 estimate | 1956 estimat 


Direct Obligations | 


II ss i = dctinee hse cad <pceicde! $335, 907 $332, 000 | $370, 0 
. Financial services creas oe a 2, 139, 216 1, 946, 200 2, 304, 
. Administrative services ~ : i 7 1, 262, 318 | 1, 146, 000 1, 340, 0 
. Legal services - -- * siditna ies Cucina alidinlatid so Pima an cate 302, 176 268, 800 287, Ob 
5. Compliance services..---- -- pamela taicch a tiead aienben weramiee 77, 324 | 102, 500 116, 0 
5. Information- | 22, 502 32, 000 33, 


Total direct obligations. ---- Knuxdvee sees 4, 139, 443 3, 827, 500 4, 450, (0! 


Obligations Payable Out of Reimbursements From Other 
Accounts 


. Executive direction. - -_- iSvcpee ute epeee ‘ 3, 087 5, 100 
a a ser baliciol 311,771 342, 500 
Administrative services. sin Camas aac a | 209, 021 227, 800 
PIE cicietpsadccinicn isis wucinaninissincoanetacdddausenaiaiale 5, 940 | 4,100 | 
Total ee payable out of reimbursements from | 
other accounts - 


Obligations incurred _- ie 59, 262. i co 407, 000 | 4, 860, 01 
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Obligations by objects 


would 


Object classification 


Summary of Personal Services 


i] number of permanent positions 
Full-time equivalent of all other positions 
,yverage number of all employees 
Number of employees at end of year -- 
= 2 
,yerage salaries and grades: 
General schedule grades: 
Average Salary -- 
Average grade... 


estimates 


—— 


4, 450, (vi 

personal service obligations: 
Permanent positions. 
Positions other than permanent 
Regular pay in excess of 52-week base 
Payment above basic rates_.. 


4, 450, 


"410. Of 


4, 860, OW 


Total personal service obligations... - 
Direct Obligations 


Personal services _...-... 

Travel it 

rransportation of things_- 

Communication services_ . ea 

Rents and utility services a 

Printing and reproduction_ ‘5 

Other contractual services ade ’ 
Services performed by other agencies -- 

Supplies and materials 

Equipment 

Refunds, awards, and indemnities_ - 

Taxes and assessments 


4, 860, 0 


“AVE pay: 


estimat: 


Total direet obligations 


Obligations Payable Out of Reimbursements From Other 
Accounts 
Personal ser vices 
T ravel 
Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction _ 
Other contractual services. __- 
Services performed by other agencies 
Supplies and materials 
Equipment 
Refunds, awards, and indemnities. - 
Taxes and assessments 


1954 actual 


, 216 
788 
SI 

3, 453 
ta 
936 

, O72 
729 
2, 259 
644 
115 

. ORZ 


Total obligations payable out of reimbursements from 


other accounts. ._--.-..--- 


Obligations incurred 


529, 819 


4, 669, 262 


Analysis of expenditures 


1955 estimate 


. 415 
5, OOO 
5, U35 
5, 550 


4, O81, 900 


579, ! 


4, 407, 000 


(Balances for June 30, 1954, are as certified under sec. 1311, Publie Law 663 


Obligated balance brought forward. __-- 
Obligations ineurred during the year-_- 


Adjustment in obligations of prior years 
Reimbursements 
Obligated balance carried forward 


Total expenditures___. 
Expenditures are distributed as follows: 


Out of current authorizations 
Out of prior authorizations 


1954 actual 


$281, 737 
4, 669, 262 


4, 950, 

— 50, 
— 568, 
—240, 


999 
963 
808 
821 

4, 090, 407 


3, 884, 
205, 


736 
671 


1955 estimate 
$240, 821 
4, 407, 000 
4, 647, 821 


— 579, 506 
— 183, 321 
3, 885, 000 


3, 655, 000 
230, 000 


1956 estini 


700 
900 
SOO 
SOO 
OOO 
100 
, 20 
5, 270 
900 


700 


4, 450, 000 


380, 300 
1, 900 


2, 00 
20, 200 
900 

1, 800 
400 


1956 estimate 
$183, 321 

4, 860, 000 

5, 043, 321 


—410, 000 
—215, 321 


4, 418, 000 


4, 242, 000 
176, 000 
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Mr. Tuomas. Mr. Reporter, put in the record pages 191, 192, 193. 
194, and the table at the top of page 190. 
(The matter referred to follows:) 


ADMINISTRATIVE OPERATIONS 


“y 
Summary 


1955 appropriation $3, 789, 500 
Adjustments + 383, 000 


4, 172, 500 
+ 277, 500 


4, 450, 000 
APPROPRIATION LANGUAGE 


“‘Administrative operations: For necessary expenses of executive direction for 
activities under the control of the General Services Administration, of adminis. 
trative operations for activities under regular appropriations for ‘Operating 
expenses,’ and of processing and determining renegotiation rebates; including 
not to exceed [$63,600] $71,900 for expenses of travel; and not to exceed $25) 
for purchase of newspapers and periodicals; [$3,789,500] $4,450,000.” 


GENERAL STATEMENT 


“The ‘Administrative operations’ appropriation item provides for (1) policy 
direction and coordination of all programs of the administration, and (2) com- 
plete financial, administrative, legal, compliance, and information services for 
programs under the three regular ‘Operating expenses’ appropriations and minor 
funds where services are not otherwise provided. 

“The net increase of $660,500 requested for 1956 results from (1) an increase of 
$345,000 by offsetting adjustments between several funds to balance financing 
with workload, (2) transfer to this appropriation of a function previously per- 
formed under ‘Operating expenses, PBS’ at a cost of $38,000, (3) an additional 
$224,500 for partial restoration of essential functions which have had to be cur- 
tailed or eliminated, and (4) $53,000 for expanding the contract audit program.” 
(From the budget for 1956.) 

The opposite tables show a reconciliation of the estimate for 1956 with funds 
available in 1955, with particular emphasis on adjustments to balance 1955 
financing with workload by offsets in the several funds involved. 

Estimate for 1956 provides staff distribution of 11.6 percent for supervision 
by executive direction and top staff and 88.4 percent for administrative operations 
to support operating programs. On basis of location, 15.4 percent of the staff 
perform specific operations, conducted solely as central office functions. Balanc 
of 84.6 percent engaged in decentralized functions are distributed 27.3 percent 
in the central office and 57.3 percent in regional offices. 

(1) Adjustments for workload.—During the formative years of GSA, basic 
programs financed from regular operating expenses appropriations fluctuated il 
size and scope. Examples are (a) transfers to GSA under Reorganization Plan 18 
of additional leasing responsibilities, buildings maintenance, and operation work- 
load, (6) expansion in records centers program, and (c) reductions in space occu- 
pied by Federal agencies due to improved space utilization. These fluctuations 
were reflected mainly in appropriations for the program operations. 

Requirements for administrative operations in support of these programs also 
changed proportionately. However, reduced funds under administrative opera- 
tions which finances the supporting services did not keep pace with these changing 
requirements. As aresult, many essential functions were eliminated or curtailed, 
and financing of staff functions from the several sources became out of balance 
with workloads generated by the respective programs. 

Recognizing this situation, a study was initiated in spring of 1954 to obtain 
facts on workload-financing relationships, which would justify correction of this 
condition. 

Based on this study, adjustments between appropriations were developed to 
establish balance between financing and workload. They were proposed t0 
Budget Bureau in estimates for 1956. After analyzing our proposals, the Bureau 
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recognized the propriety of these adjustments and they are reflected in the budget 


r LQ56. 


2) Adjustment for function transferred.—A small detective force financed from 
“Operating expenses, PBS,” has been engaged in investigating complaints of 
riminal offenses occurring in Government buildings. It was determined to be 
more logical to have this function conducted as part of the compliance services 
of GSA. Accordingly, the function, employees, and $38,000 were transferred to 


this item in 1955. A reduction of that amount has been made in “Operating 


expenses, PBS,” estimate for 1956. 

3) Restorations for 1956.—In spite of economies in operations and financing 
aid from other funds, reduced appropriations for ‘‘Administrative operations”’ 
have required suspension of certain services essential to proper support of operating 
programs. Deficiencies in some services should be alleviated in order to provide 
adequate support for program activities. . 

Examples are: (a) Reestablishment of Office of the Deputy Administrator and 
adequate clerical assistance in Administrator’s Office; (b) resumption of internal 
audits of some GSA activities such as operations relating to the buildings manage- 
ment fund, excess and surplus property, National Industrial Reserve, property 
accountability, ete.; and (c) restoration of a level of personnel services which will 
give an agencywide ratio of 1 to 158, still better than the limitation of 1 to 135 in 
the 1955 appropriation act. 

(4) Additional administrative operations performance.—Funds available in prior 
vears have not made possible a full program of contract audits, which protect the 
Government interests, on activities of contractors with GSA. It is proposed to 
ise an additional $53,000 for this activity in 1956. 

Indicative of the value of this work is the fact that in 1954 slightly half of the 
agency wide contract audits needed were made. However, they produced savings 
of $4,986,000 while costing only $292,959 from all funds. 

In material which follows, justification of 1956 estimate for each numbered 
activity is made from ‘‘1955 adjusted ’’as a base. 


Summary reconciliation of 1956 estimate with 1955 funds 
1955 appropriation in annual act_ - - york Leet te $3, 789, 500 
\djustments for: 
Transfer of function from ‘Operating expenses, 
Pee =< ——- ‘ ; - $38, 000 
Workload (see bottom table) __- 345. 000 
3383, QUO 


1955 adjusted for workload _ —__ ~~~ _ , 172, 500 
Increases in 1956: 
Restoration of: 
Office of Deputy Administrator ___- $38, 000 
Internal audit_ a 101, 200 
Personnel administration _ ___ 75, 100 
Miscellaneous minor items___-_____- 10, 200 
, 500 
I’xpansion of contract auditing_ : ; 53, 000 
- 277. 500 


Total estimate for 1956 . — airy _.. 4, 450, 000 


Analysis by activities 


1955 


Adjust- 
ments 


Available 


Adjusted 


utive direction $332, 000 $332. ( + $38, 000 $370, 000 
icial services__ 1, 946, 200 +-$197, 000 2. 143, 200 +160, 800 9 2. 304, 000 
ministrative services__- -- 1, 146, 000 +-119 000 1, 265, 000 75, 000 1, 340, 000 
| services__ 2 E 268, 800 +17, 500 286, 300 L700 287, 000 
iplianece services. ; 64, 500 1 +49, 500 114, 600 2. 000 116, 000 
3 l, 


yo 32, 000 32, 000 +1, 000 33. 000 


DOWN ieee ieee cots Z 3, 789, 500 | | +383, 000 4,172, 500 +277, 500 4, 450, 000 


icludes actual transfer of $38,000 from OE, PBS, 





REDUCTIONS MADE IN REQUEST TO BUREAU OF THE BUDGET 


Mr. Puiuurrs. Mr. Medley, how much does your total budget come 
to? 

Mr. MEDLEY. $719,430,000. 

Mr. Puiturres. What did you ask the Bureau of the Budget for? 

Mr. Mep.ey. $991,529,630. 

Mr. Puiuures. What items in your request were reduced? 

Mr. Meptey. They deleted a request of $25 million for air condi- 
tioning. They reduced the repair, improvement, and equipment item 
$5,175,000. We submitted a request for $34,034,000 on the lease- 
purchase program. They deleted that with the understanding we could 
come back later in the spring. Operating expenses, Federal Supply 
Service was reduced $125,000. Expenses, general supply fund was 
cut down $536,100, but they said we could come back on that.  Ad- 
ministrative operations was reduced $120,530. Strategic and critical 
materials was reduced $207 ,062,000. 

The total reduction was $272,099,630. 

Mr. Puiuures. You were not very badly hurt; were you? 

Mr. Meptey. Seriously, I think the Bureau gave GSA very fair 
consideration this year. Most of the reduction was for a change in the 
stockpile program. 

Mr. Bouanp. I would like to say I think this is a very good Federal 
agency, and I think it has done a lot for the Government and for the 
taxpayers. I have been pleased with the type of individuals who are 
heading up the agency. I happen to know the regional director in 
Boston only by conversation, but by reputation if he reflects the type 
of men you have in your organization throughout the country you can 
be very proud of it. 

Mr. Mansure. I appreciate that very much. If I may go off the 
record. 

(Discussion off the record.) 


DPA, Revoivine Funp 


Mr. Tuomas. At this point in the record insert pages 272 and 273. 
(The pages referred to are as follows:) 


Administrative operations 


Average employment 
Amount | a — 
Department Field Total 








$1, 315, 000 | 187.2 | 15.0 202.9 
+25, 000 | wh eI ie 


| 1, 290, 000 | 182.5 





HIGHLIGHT 


Financial, administrative, legal, compliance, and information services required 
to support the materials expansion program under Defense Production Act ar 
provided by the integrated staff organization of GSA. Cost of these services 
within limitations of amounts approved by Budget Bureau, is met by borrowings 
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the Treasury under authority of section 304b of Defense Production Act 
Distribution of cost by function follows: 


1954 1955 


Executive direction - ; $16, 969 $12, 400 
Financial services 1, 040, 316 1, 002, 400 


I, 1, 002, 400 
Administrative services 78. 636 65, 500 65. 500 


Legal services. 146, 351 121, 900 109. 300 
Compliance services 106. O76 112. 800 112. 800 
Information ‘ 11, 629 


lotal cost or estimate , 399, 977 290, 000 


JUSTIFICATION 


(a) Executive direction 


Average employment 
Amount 


Departmental Field 


+ 


During 1954 and 1955, impact of this GSA program under the Defense Produe- 
tion Act necessitated special part-time consultant employment and augmented 
clerical assistance in the Office of the Administrator. No funds are included 
for 1956. 


(b) Financial services 


Average employment 
Amount : eC = pe 
Departmental Field Total 


$1, 002, 400 144.0 15.0 159.0 
0 —1.2 0.2 a 


1, 002, 400 142.8 14.8 7. 6 


t 


Provides budgeting, accounting, financial reporting, credit analysis, and audit- 


} ing required to support the materials expansion program. Cost of function is 


distributed as follows: 





1956 


Budget 


$63, 097 200 8, 8 
Act ounting.-_- 


637, 681 437, 500 437, 500 
Systems__. 28, 640 31,000 | 31, 000 
Operations 586, 519 371, 900 371, 900 


Reports 22, 522 34, 600 | 34, 600 


Andit =e Sra 242, 081 389, 900 389, 900 
Uredit and finance...........<.«<.«.- Soa Sa Se 97, 457 115, 800 115, 800 


1, 040, 316 1, 002, 400. 


Total cost or estimate __ 


During 1955, the emphasis in the materials expansion program shifted from 
the contracting phase to that of administering and auditing existing contracts. 
lis change is reflected in the decrease in cost of accounting operations and the 


58616—55—pt. 2 12 
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increases for the reports, audit, and credit functions. No change is contemplated 
in 1956. 


1955 





Employees payrolled J dogs aaa tee | 397 

Vouchers examined - ‘ mel 39, 500 | 

Accounting (line column postings) -- = . 276, 500 | 

Audits: } | 
Internal audits cchnesaand 205 | 
Contract audits 








EXPLANATION OF DISTRIBUTION BY OBJECTS 


(See condensed green sheet schedule.) 
Personal services and staffing.—%$910,100 provides for 157.6 average employ- 
ment in 1956, 1.4 decrease from 1955, 


Distribution of average employment 


1954 1955 


Depart- 


Mota) | Depart- | Ma | mat Depart- — 
mental Total | | Field | Total | Field 


mental mental 





Ribs caiceeeen 9.6 | 9.6 54> 
Accounting - ; 102.7 | } 118.9 69.5 


Systems........ 5.0 |. 5.0 | 5.0 |.. 
Operations -__- | 93. 7 | 3. 109. 9 58.7 | 
Reports --_- Oh. 4.0 | 6.3 i.. 


CS —_— |} 28.8 | 48. 6 
Credit and finance -- 3. 5 | 17.4 


Tes... : 





Travel.—$51,900. Travel requirements for audits make up 78 percent of total 
Following shows 1956 requirements: 


Percent | Travel Rate per 


Cost | oftotal | days 


Audit Division $40, 500 | 78 2, 500 j 
eee —boaiateenhe - 11, 400 22 | 520 


1 Average cost higher under this fund due to foreign travel. 


Other objects—$40,400, or 4 percent of estimate, provides for normal offic 
expenses, including Government’s share of group insurance premiums. 


(c) Administrative services 


‘ | . 


Average employment 








Amount — ee ~ 
| 
|} Departmentai Field 





10ge....... ad dbccus abbas ehe hase $65, 500 | 
ca hees oe rp OIE a tees a 0 





65, 500 
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Provides all management services to support the materials expansion program, 
including organization and methods, statistical reporting, personne] management, 
and office services. Cost of function is distributed as follows: 





1954 





$17, 000 
21, 500 

4, 000 
23, 000 


Total COUR Ge i sa wake nstendedamicc<tiusibes sian 78, 6: , 65, 500 


No change contemplated in 1956. 
flected below: 





Employees serviced 





MATERIALS EXPANSION PROGRAM 


Mr. Tuomas. Tell us about your Defense Production Act revolving 
fund. It seems to me it should have been wound up last year. 

Mr. Meptey. That ties in to the program which we discussed this 
morning, where we indicated that the gross amount of the program 
is $7,675 million. GSA has received an allocation of borrowi ing 
authority of $1,113,086,000 to finance the program. Most of those 
contracts are long-term. 

Mr. THomas. How much is that Treasury authorization? 

Mr. Mepuey. $1,113,086,000. 

Mr. Tuomas. Did you use this to finance contracts for tools and 
materials? Have you not about built enough of that? 

Mr. Meptey. Take the titanium program, as an example. That 
isa gross program of $895 million and $128.7 million has been allo- 
cated. Some of these contracts have only been in existence a short 
period of time. The plants are being constructed and have to be 
serviced. 

FUNCTION OF GSA IN DPA PROGRAM 


Mr. Tuomas. What is the function of GSA? 

Mr. Mepuey. Under expansion goals established by ODM, GSA 
negotiates the contract for that expansion and services the contract 
for the life thereof, some of which will run as far as 1963. 

Mr. THomas. What new contracts are you figuring on entering into 
in 1956, brand new ones? How many plants are you going to “build 
and how many tools are you going to buy? 

Mr. Mepiey. There will be some new titanium contracts yet to be 
negotiated. 

Mr. Tuomas. What is your total expenditure this year under this 
program? $1.3 million? 

Mr. Mepuey. That is right. 

Mr. Tuomas. Your expansion program, for all practical purposes, 
; over with. How many plants are you going to build and what will 
be the nature of them? 


office 
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Mr. Meptey. The job just begins after the contract is negotiated. 
The contractors build plants, the contracts have to be serviced to see 
that the contractors comply with contract terms. 

Mr. Tuomas. How many plants are you going to build this year? 

Mr. Meptey. There is yet to be built the Du Pont plant in Ten- 
nessee. 

Mr. THomas. What is the nature of that? 

Mr. Meptey. Titanium. 

Mr. THomas. What will that plant cost? 

Mr. Exxiorr. $28 million, roughly. 

Mr. THomas. How much of that $1.1 billion Treasury authoriza- 
tion have you used? When was the program initiated? 

Mr. Meptey. The act was passed in 1950 and was amended in 195], 
Just to give you a rough picture of the dollar volume under this pro- 
gram, in 1955 we will “have total expenditures of $617 million. Our 
receipts will be approximately $464 million. 

Mr. THomas. What are your receipts based on? 

Mr. Meptey. Our receipts are based on sales of the materials 
either to industry or to the stockpile. It includes repayments on 
advances which have been made. It includes interest on guaranteed 
loans. 

Mr. Tuomas. That is a lot of good paperwork, and one good book- 
keeper can make a lot of good figures. You are not increasing your 
personnel load? 

Mr. Mepuey. No. Asa matter of fact there is a drop in cost from 
$1.4 million in 1954 jto $1.315 million in 1955 and to an estimated 
$1,290,000 in 1956. 

Mr. Tuomas. And you lose five or six in employment. 

Mr. Meptey. As the program levels off we can do some stream- 
lining. 

Mr. Tuomas. Has it not already leveled off? 

Mr. Meptey. No, sir. 

Mr. Tuomas. What metals are your contracts for? 

Mr. Mepuey. Aluminum, asbestos, chrome, cobalt—- 

Mr. Tuomas. That is all within the United States? 

Mr. Meptey. Not entirely. 

Mr. Tuomas. What plants do you have outside? 

Mr. Mrepuey. Chrome, nickel, and cobalt. 

Mr. THomas. Your plant in Cuba is Government-owned, 100 
percent? 

Mr. Meptey. The financing for the operation of that plant comes 
out of this money. 

Mr. Tuomas. How much of your $1 billion have you used? That 
was your total authorization, was it not? 

Mr. Meptey. The $1,113 million is the probable ultimate net cost 
to the Government of this program. 

Mr. THomas. What was the authorization? 

Mr. Mepury. That is it. 

Mr. Tuomas. $1.1 billion in round figures. 

Mr. Mrpury. Yes. As of this date the net deficit of this program 
is just a little under $100 million. So we have only used roughly 10 
percent of the total authorized and the total cost to the Government 
is estimated over the life of the contract for these commodities. 
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Mr. Toomas. That $1.1 billion is purely for plant construction? 

Mr. Meptey. No. 

Mr. Tuomas. Tools? 

Mr. Meptey. Tools. 

Mr. Tuomas. You do not pay for the materials out of this money? 

Mr. Meptey. Yes, sir; the materials are paid for out of this fund. 

Mr. Tuomas. You are sure of that? 

Mr. Mrepiey. Yes, sir. 

Mr. Exuiorr. Most of the contracts are what we call underwriting 
market price contracts. 

Mr. Tuomas. That is where you take the licking. 

Mr. Exuiorr. I do not think so. We are undertaking to support 
the market at the market price at the time. If they have no other 
market we will buy. We give them a guaranteed market for 5 years 
which is an inducement for private financing to come in and put in 
the plants. 

Mr. Tuomas. You build the plants out of this fund? 

Mr. Exuiorr. No. Private financing puts up the plants. This 
fund is used for the market guaranty. 

Mr. THomas. You are paying for the plant through a subsidy on 
the market price. What did you withdraw this year out of the fund? 

Mr. Mepuey. $616 million. However, I would like to empha- 
s1Ze—— 

Mr. THomas. And you put back $440 million? 

Mr. Meptey. That is right. The $1.1 billion is the nonrecoverable 
expenses and losses which the Government will take. The size of 
the program is represented by the gross, which is $7.6 billion. 

Mr. Tuomas. You service the program? 

Mr. Mepury. Yes. 

Mr. Tuomas. What are they originating for 1956? 

Mr. Evtiorr. I can answer that, but some of these figures are 
classified. 

Mr. Tuomas. Leave them off the record. 

(Discussion off the record.) 

Mr. Tuomas. How many new contracts are you going to have in 
1956? 

Mr. Mepury. We will have to supply that for the record. We 
would have to consult with ODM in order to determine or obtain an 
estimate of the probable amount of the additional programs which 
they would certify to GSA for 1956. 

Mr. Tuomas. What you are doing here is a servicing job, purely a 
bookkeeping job? 

Mr. Exurorr. No, sir. It is more than a bookkeeping job. 

Mr. Meptey. We are managing about 350 contracts, Mr. Chairman. 

Mr. THomas. ODM will lay down the pattern. 

Mr. Meptey. They, in effect, say, “Go and contract for so much 
titanium, and here is the money.” From then on, it is up to GSA. 
~Mr. THomas. They do not go any further than i in connection with 
the military, to come up with the overall figures? 

Mr. Meptey. That is it; the overall. 

Mr. Tuomas. And from there, you have to do all the contracting? 

Mr. Meptey. And servicing. There are about 350 contracts that 
will require servicing in 1956. 
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Mr. Tuomas. How many new contracts are you going to enter int) 
this year? I am trying to find out what your workload is going to ly 
this year, as compared with last. 

Mr. Mepuey. I would say, sir, that we probably will not enter into 
more than 30 new contracts, but estimates in the justification befor 
you are based on managing and servicing the existing 350 contracts 
that have already been executed. 

Mr. Tuomas. Well, you have 1 GS-17, 5 GS-15’s, 10 GS-14’s. 

Mr. Mepuey. That was in 1954. For 1956, we will have no GS-17’ 
and only 2 GS-15’s, 8 GS-14’s, and so forth. 

Mr. Tuomas. I cannot quite believe these figures. Is this 2) 
GS-13’s? 

Mr. Mansure. These are engineers. 

Mr. Tuomas. That is what I am driving at. What are you going 
to need with ail this high-powered crew here, if you are not going t 
enter into more than a handful of contracts this year? This is the 
same crew you have had all along. For servicing, certainly you do 
not need all that high-powered personnel. 

Mr. Meptey. It is just like Mr. Mansure mentioned a few minutes 
ago about policing a cleaning contract. ‘These contracts are much 
bigger. They involve much larger amounts of money, and they hay 
to be properly policed, to see that the contractor lives by his respon- 
sibilities under the contract. 

Mr. Tuomas. His responsipility is to produce this metal so that 
he can sell it to you. 

Mr. Meptey. You do have things like this coming up, though 

Mr. Toomas. You did not put up all the money for the plant and 
equipment, so it is up to him to do a little thinking for himself, here 
and he is not going to get any money out of you until he produces 
the metal. You are not going to show him how to produce the metal, 
are you? 

Mr. Meptey. He will produce the metal within given time periods. 

Mr. Tuomas. All right. His name is on the note, and if he does 
not produce the metal, he is not going to liquidate that note. So! 
imagine he has just as much interest in this deal as you have. 

We will get rid of all this, if you will just tell us what you are going 
to do in 1956 that you did not do in 1955, besides servicing existing 
contracts. Insert in the record at this paint a summary statement 
of expenditures and receipts under this program and an explanation 
of the workload. 

Mr. Mep.ey. We will furnish that information for the record. 

(The information requested follows:) 
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ties under the Defense Production Act—statement of expenditures and receipts 
by fiscal years 


{In thousands of dollars] 


Actual Estimated 


Cumulative a 7 ae , 
to June 30, Fiseal ye Fi 
1953 


5 scal year 
1954 O55 1956 


iditures: 
rchase of materials 1 $1, 159, 306 $386, 630 2 $528, 254 $436, 552 
vance payments to contractors_ », 962 3Y, 396 29, 807 4, 430 
estment in facilities and equipment , 325 4,944 30, 000 13, 000 
Machine tools... -..-- | 30, 387 15, 639 1, 724 0 
3 55, 368 37, 585 27, 143 26, 399 


Patel. iiddialtiansvetuacbeudwskess | 1, 356, 348 | 484, 194 616, 928 480, 381 


Sales to stockpile __- a 490, 318 87, 928 | 424, 20% 319, 176 
Sales to others...........--- ee i 579, 349 12, 449 8, 724 

otal sales pach 1, 069, 667 100, 377 , 674 327, 900 
Rental of machine tools..------------ cael 2, 388 3, 932 | 2, 952 1,308 
Repayment of advances... --- dice 38, 923 27, 550 | 11, 296 14, 320 
Interest income aa , 2, 620 2, 842 4,023 | 4, 500 
Other 17, 727 1, 04 1, 500 600 


"Tolhd VOORIIGE, os aascacecececa Bs daar erect tamed | 1, 131, 325 |_ ~ 136, 175 | 464, 445 348. ¢ 628 


Net expemiGe sac ssisisdecadocaccttbatadainal 225, 023 348, 019 | 152, 483 131, 753 


Foreign expenditures: 
Purchases of materials__...........-..-- | 11,034,845 212, 412 | 221, 766 | 97, 213 
Advances to contractors d sa 6, 696 1,498 | 254) 0 





Total foreign expenditures 1, 041, 541 213, 910 | “229, 016 97, 213 
| | | 


! Includes $867,467,257 for purchases of natural rubber under the Government’s exclusive import program 
which has been discontinued. 
21955 expenditure includes $77.1 million for purchases of tin from the Federal Facilities Corporation 
(formerly RFC) that is nonrecurring in 1956. 


IStATEMENT ON WorkK To Be PrerrormeD By GSA UnpbER Pustuic Law 774 


The figures in the budget for fiscal vear 1956 contemplate no extension of 
Public Law 774 beyond June 30, 1955. Therefore, the work in fiscal year 1956 
result s from contracts executed and programs initiated previously 

The Defense Production Act authorizes contracts with termination dates up to 
wd including June 30, 1963. A majority of contracts executed run for a number 
of vears. In addition, substantial work is performed on domestic-depot buying 
program, as authorized by Public Law 206, 83d Congress. Under this program, 
the following commodities are procured: 


Asbestos Manganese 
Beryl Mercury 
Chromite Mica 
Columbium-Tantalum Tungsten 


Therefore, present effort and workload will continue, since such work is generated 
by contracts and programs previously started, and is not dependent upon work- 
load generated by new contracts in 1956. 

The work on contracts falls into three se parate and distinct phases: (1) nego- 
tiation and execution, (2) administration, and (3) termination. 

Negotiation and execution, while an important part of the job, is, from the 

dpoint of workload, not as great as administration, including amendments, 
he termination aspects. 

Major part of GSA efforts are concentrated in four organizational units: 
Emergeney Procurement Service, Public Buildings Service, Office of General 
Counsel, and Office of the Comptroller, with support from other organizational 
units in GSA. 

lhe discussion of the work in these respective areas follows: 
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1. Emergency procurement service 


Continuing effort is applied not only to the administration of the domesti,. 
depot buying programs, but to the workload on 102 contracts now in productio, 
23 contracts which are under termination proceedings, 2 contracts which are po: 
as yet in production, 52 contracts which are presently being amended or revised 
12 research contracts which are being administered, and 49 straight contracts 

The Emergency Procurement Service, as contracting service, utilizes 
services of legal, financial, and technical personnel in developing contracts whic 
are in the best interest of the Government. In addition to contract executig, 
the Emergency Procurement Service— 

(a) Evaluates engineering examination of progress under contracts. Fo 
contracts presently in existence, it is estimated that 65 such surveys will | 
made each year. 

(b) Supervises the inspection, sampling, and analysis of commoditi« 
received as a result of production under such contracts. It is estimate; 
that 20,000 inspections and 10,000 tests will be performed annually. 

(c) Handles transportation to properly designated storage locations, 
Present estimates indicate that about 800,000 tons a year will be transported 

(d) Is responsible for proper storage and contracting therefor, including 
necessary safeguards and dispersion in accordance with directives of tl, 
ODM. 

(e) Participates in settling questions arising as a result of operations under 
contracts, including amendments thereto, and determinations as to intent 
where questions of substance arise. 


2. Public Buildings Service 


The Public Buildings Service is responsible for the administration of the 
machine-tool program under the Defense Production Act. 
Certain machine-tool producers tendered tools to the Government, which wer 
purchased from them. 
This Service performs the following continuing functions: 
(a) Develops and executes contracts in connection with the extension of 
19 sales and storage agreements. 
(b) Executes and administers contracts for the storage of idle tools. 
(c) Administers approximately 104 facilities contracts under which took 
are purchased and leased. 
(d) Settles termination claims arising as a result of the operation of the 
above programs. 
(e) Lanaanae a program for the storage and maintenance of idle tools 
as @ reserve against future emergency. 
In addition, the Public Buildings Service is responsible for the operation of the 
Government-owned nickel plant at Oriente Province, Nicaro, Cuba. Under this 
contract, the Government is producing nickel for sale to industry and the stockpile. 


3. Office of General Counsel. 


The Office of General Counsel is engaged, not only in initial contract negotia- 
tions and execution, but in the administration, amendment, and termination 0! 
contracts. A representative of the Office of General Counsel is present at al 
negotiations, and drafts the terms of proposed contracts and amendments theret 
It also— 

(a) Determines questions of law in connection with the administration 0! 
contracts. 

(b) Participates in the settlement of disputes and claims. 

(c) Handles all phases in connection with matters of law with the General 
Accounting Office, the Department of Justice, and the ODM. 


4. Office of the Comptroller. 


In contract negotiation, a single representative of the Comptroller reviews ant 
approves financial provisions of the contract prior to execution. Upon execution, 
various parts of the financial organization are involved. 











s CO 


The Credit and Finance Division assists in servicing contracts, with respect t 
price escalation, construction costs, operating results, and various other phase 
of financial management. It is estimated that 900 separate servicing problems B 
will be handled annually. of 
The Budget Division continually studies the progress of contracts in order \ . 
determine currently possible changes in “probable ultimate net cost” and financils IS 
requirements. t] 
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The Accounting Division examines and processes for payment all bills in 
accordance with the terms of the contract, and is responsible for all financial and 
inventory accounting. It is anticipated that 39,500 payments will be approved 
and about 276,500 line items postings will be made annually. 

The Audit Division has responsibility for auditing performance under contracts, 
in accordance with the terms thereof. It is expected that 150 contracts will be 
audited each year. 

The Reports Division is charged with developing and issuing reports on con- 
tinuing progress. 

A summary of the different types of work involving financial matters is listed 
below: 

(a) New contract negotiations. 

(b) Amendments to existing contracts. 

(c) Servicing of approximately 13 guaranteed loans. 

(d) Servicing of contracts with respect to price escalation, termination by 
reason of cash return, construction costs, operating results, and financial 
condition. 

(e) Handling of contract terminations, claims, and disputes. 

(f) Reviewing of tax amortization certificate application; certification of 
payments of unamortized costs of emergency facilities to the Internal Reve- 
nue Service under section 168 (g) of the Internal Revenue Code. 

(g) Determination of probable ultimate net cost and administrative require- 
ments, and the financing thereof. 

(h) Management of the financial resources available to GSA. 

(i) Auditing of all required phases of contracts. 

(9) Meeting reporting requirements, both internal and those of external 
regulatory bodies (ODM and Bureau of the Budget). 

(k) Settlement of payments under contracts. 

In addition to the above direct application of effort are the contributing 
services essential to proper performance, such as: 

(a) The necessary security and compliance work involved in connection 
with clearance of personnel and performance of compliance activities. ~ 

(b) Personnel services. 

(c) Administrative services such as space and reproduction services. 

If Public Law 774 is extended beyond June 30, 1955, it is anticiapted that new 
contracts will be executed for the expansion of production and procurement, and 
for research and development, including pilot-plant construction and operation, 
as follows: 

Contracts 
Bauxite, procurement _____- 
Manganese, research 
Manganese dioxide, procurement - 
Mica, research 
Nickel, research _ __ ae 
Rare earth treatment, research 
Selenium: 
Procurement 
Research 
Titanium: 
Procurement 
Smelting, research _ _ 
Serap, research 


The workload arising from such contracts would be above and beyond that 
» contemplated in the printed budget for 1956. 


ACCELERATED TAX AMORTIZATION PROGRAM 


Mr. Botanp. How does GSA get into the tax amortization phase 
of this program? 

Mr. Meptey. We get into that picture only to this extent, Mr. 
Boland. If a firm with which GSA has a contract applies to the Office 
of Defense Mobilization for accelerated amortization, that. application 
ls referred to GSA for our recommendations. That occurs largely in 
the materials expansion program, mainly in the field of metals and 


5 minerals, 





Vi wastes 
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Mr. Botann. Why would it go to GSA for recommendation? 

Mr. Mansure. We make the negotiations with the operating 
company. 

Mr. Mep.ey. In other words, GSA serves as one point to button 
up any and all financial aid which might be given to the contractor, 
There are various forms in which to do that. Accelerated amorti- 
zation is only one. 

Mr. Mansure. That would only pertain to contracts directly re. 
lated to defense. 

Mr. Meptey. Could you give us about 3 minutes, Mr. Chairman’? 
We would like to have the counsel of the committee on a couple of 
items. 

Mr. Tuomas. Of course we will. 


ACCRUED COST BUDGET ESTIMATES 


Mr. Meptey. The first item is this: The Bureau of the Budget 
has been discussing with us the advisability of submitting our budget 
on the so-called accrued cost method, as contrasted to the traditional 
obligation method. 

As the committee knows, the Deputy Director of the Budget Bureau 
is Mr. Brundage, who was formerly senior partner of Price, Water- 
house & Co., an international CPA firm. He is spearheading this 
operation, the whole purpose of it being to give the Congress and the 
public a more realistic picture as to true costs. 

We do not carry any large inventories in our appropriations. Our 
inventories are carried in the “General supply fund” and the ‘“Build- 
ings management fund.’”’ Therefore, this proposal would have very 
little effect on any of the budget estimates for GSA appropriation 
items except stockpiling. 

In stockpiling, it would show the committee the true cost would 
be for the fiscal year, based on the deliveries to be made during that 
year, and then what additional amounts are being appropriated for 
obligation authority for deliveries in succeeding years. 

We have told the Bureau of the Budget that, purely from an aca- 
demic point of view, we think it is a good idea. However, we would 
not like to pursue it unless it met with the approval of the committee. 

So they asked us if we would be good enough to discuss it with 
you and get the reaction of the committee. 

Mr. Puiuurps. What is it he wants to do? 

Mr. Meptey. To present the budget estimates on the basis of 
accrued costs, thus giving a better picture of the real cost. To over- 
simplify it, say you place an order in May for $5,000 worth of materials. 

Under the Government’s current budget and accounting system, 
that, of course, is an obligation and is recorded as an obligation that 
year. Under the accrued cost method, you accrue costs when the 
resources are consumed. 

To continue with the example, lets assume the delivery of the $5,000 
worth of materials occurred the 1st of June, and you consumed 3 
thousand dollars of them in June you would then have a thousand 
dollar “cost” in that fiscal year under the accrued cost system. The 
balance of $4,000 would be consumed i in the succeeding fiscal year and 
would be shown as “costs” in the next year. 

Mr. Puruuirs. Would that add to your bookkeeping costs? 
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Mr. Mepuey. It should reduce the bookkeeping costs. Of course, 
if the committee would like for us to explore it further we could, of 
course, get up sample tables, and discuss them with the committee 
or the committee staff. 

Mr. Puiuurps. Offhand, if I may say so, it is probably a truer 
representation of what we appropriate. However, accounting for 
Government is not just the same as accounting for industry. We 
have other questions and other problems that come up, and I wonder 
if this would give us a comparable picture. It should really give us 
a better picture. The first year it might not, but thereafter it should 
improve our records, 


ADMINISTRATIVE OPERATIONS ACCOUNT 


Mr. Mepuey. The second question which we would like to seek 
the counsel of the committee on is this: As we discussed previously, 
our “Administrative operations” are financed from 15 different 
appropriations and/or funds. It’s difficult to keep the charges to the 
various appropriations in balance with actual workload when you 
payroll each employee against a specific appropriation. 

We had an identical problem in “Public buildings” a number of 
vears ago, in connection with charging engineers’ salaries and related 
costs to individual appropriations. We licked that problem by setting 
up a “Construction services’? account as authorized by section 9, 
Public Law 413, 79th Congress. 

It is just an account. It does not require any capital. All of the 
engineers are payrolled out of that account. Subsequently, the 
charges are made to the appropriations which finance the jobs they 
are working on. This is done through a time-carding procedure 
based on the time spent on each job. If we had a similar ““Admin- 
istrative operations’ account, just a central account, under which 
we could pay our employees and related costs it would be equally 
helpful. Charges would be made to individual appropriations based 
on the amount of work performed for each one. The amount of the 
charges would be determined by our work measurement system, 
which has been in operation about 3 years, and is functioning well. 

What we would like to do, if the committee does not object, is to 
go the legislative route to get an account set up on that basis. 

Mr. Puituirs. Do you mean you have to have legislative authority 
for that? 

Mr. Mrepuey. Yes, according to the General Accounting Office, 
we do. 

Mr. Puturrs. Mr. Elliott, are you responsible for this problem? 

Mr, Exuiorr. I am not responsible. I was unaware that legislation 
was needed. However, we would want to check it with GAO. 

Mr. Pui.uips. If all you want is an account in Treasury, I am cer- 


fain you should not have any trouble. Offhand, I do not know why 


you have to come to us for authority. 

Mr. Mepiey. We wanted to discuss it more in the spirit of keeping 
the committe fully informed. As Mr. Mansure said in his opening 
Statement, we want to be sure that what we do meets with your ap- 
proval. It is my understanding that the GAO views both of these 
proposals favorably. 
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Mr. Evins. With reference to your first question, did the Bureau 
of the Budget put any time limitation on you as to when the new 
system would be put into effect? 

Mr. Mepuey. They suggested that we submit the 1956 budget, 
the current budget, on this basis. 

We demurred, because we did not want to make any changes 
before receiving the committee’s approval. 

Mr. Evins. They have not issued any directive? 

Mr. Mepbuey. No, sir. However, I think they want to make some 
good strides in that direction for the budget for 1957. 

Mr. Tuomas. Thank you, gentlemen. 

Mr. Mansure. We are grateful for this opportunity, Mr. Chairman. 


AVERAGE NUMBER OF EMPLOYEES 


(The following information was submitted at the request of the 
committee for insertion in the record.) 


Average number of employees, General Service Administration, fiscal years 1950-56 


Average Average 
employment employment 
I i i ig 5 23, 569 1 1954 actual_.._...... ia dase Salado 27, 770 
Pe Ne a os cies Se ieee medio 27, 156 | 1955 programed_-._...-....-.- 26, 291 
TEIN oe ie eeu ate 28, 929 | 1956 budget estimate. _....... 26, 472 
PT is Kb ewrdex 28, 888 
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Monpay, Fesruary 28, 1955. 


VETERANS’ ADMINISTRATION 
WITNESSES 


H. V. HIGLEY, ADMINISTRATOR 

J. S. PATTERSON, DEPUTY ADMINISTRATOR 

F. W. KELSEY, CONTROLLER 

J. D. BAKER, BUDGET OFFICER AND ASSISTANT CONTROLLER 

U. E. WELLS, ASSISTANT TO BUDGET OFFICER 

E. E. ODOM, GENERAL COUNSEL 

G. H. BIRDSALL, ASSISTANT ADMINISTRATOR FOR LEGISLATION 

R. M. EDGAR, ASSISTANT ADMINISTRATOR FOR CONSTRUCTION 

L. G. SCHWEICKART, EXECUTIVE ASSISTANT TO AA FOR CONSTRUC- 
TION 

J.C. GARVER, CHIEF, PROGRAM CONTROL DIVISION, CONSTRUCTION 
SERVICE 

H. W. LONGFELLOW, ASSISTANT ADMINISTRATOR FOR ADMINIS- 
TRATION 

I. A. HOENER, DIRECTOR, OFFICE METHODS SERVICE, AA FOR 
ADMINISTRATION 

J. N. O'NEIL, CHIEF PURCHASING AGENT 


DEPARTMENT OF MEDICINE AND SURGERY 


DR. WILLIAM S. MIDDLETON, CHIEF MEDICAL DIRECTOR 
DR. R. A. WOLFORD, DEPUTY CHIEF MEDICAL DIRECTOR 
A. F. BIGELOW, ASSISTANT TO CHIEF MEDICAL DIRECTOR 
L. F. SCHOEN, ACTING CONTROLLER 


DEPARTMENT OF INSURANCE 


C. G. BECK, DEPUTY ADMINISTRATOR 
E. 0. GARDNER, ASSISTANT DEPUTY ADMINISTRATOR 


DEPARTMENT OF VETERANS BENEFITS 


H. STONE, DEPUTY ADMINISTRATOR 

H. MONK, CONTROLLER 

D. SHYTLE, JR., DIRECTOR, BUDGET SERVICE 

D. YORK, DIRECTOR, EDUCATION AND TRAINING SERVICE 

J. SWEENEY, ASSISTANT DEPUTY ADMINISTRATOR FOR LOAN 

GUARANTY 

P, N. BROWNSTEIN, DIRECTOR, LOAN MANAGEMENT AND LIQUIDA- 
TION SERVICE 

WILLIS HOWARD, ASSISTANT DEPUTY ADMINISTRATOR FOR COM- 

PENSATION AND PENSIONS 


R. 
A. 
J. 

H. 
xe 


Mr. Trromas. Gentlemen, the committee will please come to order. 
_ We have with us this morning the Veterans’ Administration and it 
is certainly nice to see so many of our old and distinguished friends. 
the Administrator, H. V. Higley: Deputy Administrator, J. S. Pat- 
terson; Controller, F. W. Kelsey; Mr. J. D. Baker, Budget Officer 
ind Assistant Controller; Mr. U. E. Wells, Assistant to Budget 
Officer; Ma. KE. E. Odom, General Counsel; Mr. G. H. Birdsall, Assist- 


ant Administrator for Legislation; Mr. R. M. Edgar, Assistant Ad- 
linistrator for Construction: L. G. Schweickart, Executive Assistant 





797i © O08 1078 € 


986 


to Assistant Administrator for Construction; H. W. Longfellow. 
Assistant Administrator for Administration; I. A. Hoener, Directoy. 
Office Methods Service, Assistant Administrator for Administration. 

Under the Department of Medicine and Surgery, Dr. R. A. Wol. 
ford, Deputy Chief Medical Director; A. F. Bigelow, Assistant to 
Chief Medical Director; and L. F. Schoen, Acting Controller. 

From the Department of Insurance, C me Beck, Deputy Adminis. 
trator, and EK. ©. Gardner, Assistant Deputy Administrator. 

From the Department of Veterans Benefits, R. H. Stone, Deputy 
Administrator; A. H. Monk, Controller; and J.D. Shy tle, Jr., Direc. 
tor, Budget Service. 

Gentlemen, it is certainly a pleasure to have you with us this 
morning. 

Mr. Administrator, do you have a statement for us? 

Mr. Hictry. Yes, Mr. C hairman, and with your permission, I would 
like to read it. 

The CHarrman. We would be very glad to hear you. 

Mr. Hietey. Thank you. 


GENERAL STATEMENT 


Mr. Chairman and gentlemen of the committee, we are appearing 
before you today in connection with the fiscal year 1956 appropriation 
requir ements of the Veterans’ suleniniainetion. The total of these re- 
quirements is $4,452,370, 000 of which $3,553,765,000 (79.8 percent) is 
for benefit payments, $712,586,000 (16 series is for direct medical 
care, $17,715,000 (0.4 percent) is for construction purposes, and $168, 
304,000 (3.8 percent) is for all administrative costs. Although this 
total request represents an increase of about $257 million over the 
amount appropriated for the current year, including pending supple- 
mental appropriation requests, this increase is due entirely to addi- 
tional requirements for benefit payments and inpatient care, whereas 
reductions are estimated in all other categories. 

The following table presents a comparison by appropriation of the 
amounts requested for the fiscal year 1956 with those appropriated 
for the current year : 

Reduction (—) or 
Appropriated| Requested increase (+) 
Appropriation | fiscal year fiscal year 


1955 | 1956 
| Amount 








— _ eee a -- _ - - _ | —— — 


General operating expenses __- sf $167, 672, 300 | $160,300, 000 | —$7, 372,300 
Medical administrative and miscellaneous oper- 
ating expenses_.--- —_ | 14, 654, 000 15, 294, 000 +640, 000 | 
Inpatient care Lomi | 593,992,500 | 619,000,000 | +25, 007, 500 | 
Outpatient care_ | §82,134, 000 82, 089, 000 —45, 000 | 
Maintenance and operation of supply depot 1, 654, 000 | 1, 578, 000 —76, 000 | 
Compensation and pensions 2, 675, 000, 000 |2, 800, 000, 000 | 4-125, 000, 000 | 
Readjustment benefits _ - , | 2 542,000,000 | 627,097,000 | +85, 097, 000 
Military and naval installations___- -- evel 4, 932, 000 4, 868, 000 | —64, 000 | 
National service life insurance ; i ..| 80,570, 000 81, 300, 000 | +50, 730, 000 
Servicemen’s indemnity | 30,000,000 | 40,500,000 | +10, 500, 000 | 
Grants to Republic of the Philippines_- pile] 2, 284, 000 2, 629, 000 +345, 000 
Hospital and domiciliary facilities _.....| 47,000,000 | 13,815,000 | —33, 185, 000 
Major alterations, improvements and repairs-_----.- 3, 480, 000 3 3, 900, 000 +420, 000 


Total_... ‘ - i 4, , 195, 372, 800 la, 45 52, 37 0, 000 [+26 6, 997, 200 








1 Includes pending supplemental appropriation requests of $240 million for compensation and pension: 
$155 million for readjustment benefits, and $720,000 for grants to Republic of the Philippines. 
2 An additional amount of about $145 million was available from the prior year. 
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The personnel requirements of the Veterans’ Administration have 
declined from a level of 192,477 in the fiscal year 1949 to 165,542 re- 
quested for the fiscal year 1956, or a decrease of 14 percent. This net 
decrease in a 7 year period is composed of an increase of 27.7 percent 
in our needs for inpatient care activities and a substantial decrease in 
all other areas. As a result of this change in personnel structure, 81 
percent of Veterans’ Administration personnel will be employed in 
medical activities in 1956 as against 58 percent during the fiscal year 
1949. The average employment used in fiscal year 1949 for general 
administrative purposes was 80,071 as compared with 31,356 requested 
for 1956 or a decrease of 60.8 percent. Although a large part of this 
decline is directly related to reduced workloads, the more eflicient 
utilization of available personnel has also contributed to the reduction. 
The employment levels requested in the fiscal year 1956 budget reflect 
a decrease of 1,479 from fiscal year 1955 for general administration 
and an increase of 4,382 for medical-care programs due to the activa- 
tion of additional inpatient care facilities. 


DEPARTMENT OF MEDICINE AND SURGERY 


INPATIENT CARE 


The action of the committee last year in combining several appro- 
priation items under this heading has been operationally and admin- 
istratively advantageous to the Veterans’ Administration in that it has 
simplified accounting processes as well as permitting flexibility in the 
use of funds. 

It now appears that the average daily patient load prescribed by the 


fiscal year 1955 appropriation language of 127,570 will be reached; 
however, it is probable that the original distribution of this load as 
between VA and contract hospitals will not be realized. As increased 
numbers of beds become available in VA facilities, service-connected 
patients are moved to these beds from contract hospitals to give them 
the benefit of more specialized programs designed for the medical 
care of veterans. These transfers have been possible at a more rapid 
rate than originally expected. Therefore, patient loads in contract 
hospitals will be somewhat less than expected and will be offset by a 
comparable increase in the number accommodated in VA facilities. 

As of January 31, 1955, a patient load of 109,233 was being serviced 
in VA hospitals and an average approaching 106,000 is expected to be 
experienced for the fiscal year. During that period an average of 
118,351 beds will be in operation with an occupancy ratio of 89.5 per- 
cent. Our budget request for the fiscal year 1956 anticipates an oc- 
cupancy ratio of 90.5 percent based on average operating beds of 
121,487 and an average daily patient load of 109,909. Member loads in 
domiciliaries and State homes are expected to hold at the present level 
of approximately 17,000 and 8,700, respectively ; however, the amount 
required for State home members is increased due to the provisions of 
Public Law 613 which increased the maximum annual rate payable 
to S700 per capita. 

The amount included in our request for the maintenance and opera- 
tion of VA hospitals is $583,414,000 which is an increase of $24,664,000 
over the expected obligations for the current year. Based on current 
per diem costs these additional funds are needed due to the increase in 
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operating beds and patient load. However, approximately $7,600,000 
must be used to cover the cost of new legislation for employee insur. 
ance, employee uniforms and conversion of CPC employees. If we are 
to pay these new costs of $7,600,000 and at the same time maintain the 
prescribed average daily patient load of 109,909, it will be necessary 
to effect substantial economies. 

The fund requirements for the fiscal year 1956 are predicated on an 
average ration cost of 94.8 cents which is composed of 89 cents for 
NP hospitals, $ $1.07 for TB hospitals, and 98 cents for general medical 
hospitals. For comparison purposes it will be noted that the average 
ration cost for the first quarterly period of the current fiscal year was 
97.4 cents and an average of 96.5 cents was experienced in the second 
quarterly period. The possibility of a continued reduction is proble- 
matical; however, the budget request has been predicated on lower 
levels and unless further reduced food costs are realized an additional 
fund requirement of about $800,000 will result. 

At the hearing last year a study of per diem costs made by a com- 
mittee representative was the subject of considerable discussion. We 
have worked extensively on this problem and our progress is evidenced 
by the reduced per diem costs now being experienced in many hospitals, 
As you requested, we have prepared a progress report on our work on 
this vroblem which we will furnish to the committee. 

The care and treatment of veterans who are mentally ill is a major 
medical problem facing the Veterans’ Administration ‘today and this 
problem is becoming more serious due to the growing number of 
patients in this category. The solution to this problem | requires the 
training and retention of our present staff, the acquisition of additional 
professional personnel, development of rehabilitation programs, and 
the availability of additional beds within the approved hospital 
program. 

Although a critical need for trained psychiatric personnel continues 
to exist, it is evident that some progress is being made in the training 
and retention of our staff. We are currently conducting a residency 
training program for career physicians which will enable ‘them to meet 
the requirements of the American Board of Psychiatry and Neurology. 
There are currently 125 physicians undergoing this training and the 
program objective is to have at least 150 in training at any one time. 
The physicians taking this training are obligated to remain with VA 
for at least 2 years after completion of the course and it is expected 
that many will remain on a permanent basis. 

Progress has also been made in the development of rehabilitation 
and vocational guidance programs which are accomplishing the place- 
ment of some veterans in jobs commensurate with their abilities and 
the transfer of many to their own or foster homes where rehabilitation 
efforts will be continued. 

Since June 30, 1953, the number of operating beds in neuropsychi- 
atric hospitals has increased about 3,300, of which 2.500 are due to the 
activation of 3 new hospitals and a bed addition at Jefferson Barracks. 
Mo. In addition, a program has been instituted whereby patients are 
transferred to general medical hospitals when their mental and phvsi- 
eal conditions indicate that proper care can be given in those facilities. 
This program has made available more than 700 beds in NP hospitals 
for new patients. Although the number of veterans requiring neuro- 
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psychiatric treatment indicates a need for increasing our NP hospital 
eds, the activation of such additional beds must be geared to the 
t . . . . . Sp 

availability of trained psychiatric personnel. 


OUTPATIENT CARE 


While the amount requested for this purpose for the fiscal year 1956 
of $82,089,000 approximates the amount appropriated for the current 
vear, there are substantial additional costs applicable to the budget 
year Which must be offset by downward adjustments in some programs. 
These additional costs include (1) fringe benefits and life insurance 
for employees, (2) upward revision of schedules for fee-basis physi- 
cians, and (3) increased personnel requirements for staffing mental 
hygiene clinics which are proving very effective for the treatment of 
patients in lieu of hospitalization. 

The funds requested for outpatient dental activities are predicated 
on the continuation of the restrictive eligibility requirements cur- 
rently applicable as prescribed by VA regulations and the fiscal year 
1955 appropriation language. The amount requested for fee-basis 
dental work of $11.5 million contains $3.5 million for the liquidation 


of that part of the existing backlog which the Veterans’ Administra- 
tion can accomplish during the fiscal year 1956. Based on current 
conditions, it is believed that this backlog which was over 300,000 
cases at the beginning of the fiscal year 1954, will probably be 117,000 
by June 30, 1955, and under this budget will be reduced to 53,000 by 
ihe end of the fiscal year 1956. 


MEDICAL RESEARCH 


The amount of $6,090,000 requested for this purpose is composed of 
$5,110,000 for the VA research program and $980,000 for prosthetic 
testing and development. Medical research is considered an integral 
part of the progressive medical program of the VA. The close asso- 
ciation of VA hospitals with medical schools in which active research 
programs are also underway makes it possible to conduct integrated 
research studies of various diseases and thereby expedite the applica- 
tion of findings to the medical problems of VA patients. During the 
past several years the funds available for medical research purposes 
have remained static and in that period a number of new hospitals 
containing research laboratories have been activated. It is now nec- 
essary that the level of available funds be increased to provide the ini- 
tial staffing and use of these additional laboratories. 

The program of prosthetic testing and development is coordinated 
through the National Research Council which furnishes advice and 
guidance. Most of the activities of this program are conducted 
through contractual arrangements with universities, nonprofit re- 
search institutions, and industrial research laboratories which are rec- 
ommended by the National Academy of Sciences. During the fiscal 
year 1956, $835,000 of the amount requested will be required for such 
contractual purposes and the balance will be needed for testing and 
development activities conducted in VA facilities. 
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REPLACEMENT AND MODERNIZATION OF FACILITIES 


The Veterans’ Administration is constantly concerned with. the 
problem of maintaining its many facilities in a condition consistent 
with the rendering of proper medical care and service and the protee. 
tion of patients. This program requires the expenditure of millions 
of dollars each fiscal year which must be applied to the most urgen 
projects. The number of these projects which can be accomplished iy 
a fiscal year period is, of course, limited, regardless of the amount of 
funds available for the purpose; however, it must be recognized that 
replacement and modernization of facilities is a continuous and long. 
range problem which requires extensive advance planning. The for- 
mulation of intelligent plans for such a long-range program require: 
some assurance as to the amount of funds which will be available for 
their execution. I have discussed with the Director of the Bureau of 
the Budget the possibility of an appropriation in a substantial amount 
to be used over a specific number of fiscal years and he has commented 
favorably on this solution to the problem. 


DEPARTMENT OF VETERANS BENEFITS 
CONSOLIDATION OF ACTIVITIES 


During the past 6 years a gradual decline in most nonmedical work- 
loads has been experienced and personnel reductions consistent there- 
with have been realized. The Veterans’ Administration has now ar- 
rived at the point where it is felt that a more economical operation can 
be conducted by the administration of some activities through a smaller 
number of field stations. Although considerable study has been de- 
voted to this problem, definite plans have not been formulated to the 
extent that they can be placed in operation. The plans of the Vet- 
erans’ Administration do not contemplate closing any regional office 
facility but are based on the possibility of consolidating selected activi- 
ties which may be administered more effectively and more economically 
through a smaller number of locations. Any action taken will be 
keyed to the factor of rendering proper service to veterans and their 
dependents. 

Although reduced operating costs will eventually result from thes 
consolidations, experience has indicated that the cost of accomplishing 
such organizational adjustments offsets the savings arising therefrom 
for a period of at least 1 year. It is not probable that any of our 
plans can be put into effect before the fiscal year 1956 and therefore 
our budget request for that period is not affected. 


CONTACT OFFICES 


The operation of these facilities is essential to the accomplishmen! 
of our responsibilities to veterans. The work produced by each of 
these offices is reviewed monthly. The present offices will be kept open 
as long as demand for services makes it realistic to keep them 1 
operation. 
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WORKLOADS 


The estimates with respect to the loan guaranty and vocational re 
habilitation and education programs were predicated upon the belief 
at the time such estimates were made that the volume then being ex- 
perienced would not continue through the 1956 fiscal year. Personnel 
in the loan guaranty program are related generally to the volume of 
appraisal assignments and applications received. The budget esti- 
mates for the fiscal year 1956 are predicated on monthly averages of 
54.166 appraisal assignments and 37,916 applications received. The 
monthly averages for these activities from July 1, 1954, through De- 
cember 31, 1954, were 84,736 and 55,554, respectively. 

Personnel required for the vocational rehabilitation and education 
rogram can generally be related to the number of veterans in training. 
The budget estimate for the fiscal year 1956 is predicated on a monthly 
average number of veterans in training under all laws of 516,000. 
However, the monthly average under this program was 626,590 for 
the period from October 1, 1954, through December 31, 1954, and the 
total number in training as of December 31 was 740,076. 

It would appear that the above estimates for both programs are 
extremely conservative. If they should prove to be appreciably low, 
it will be necessary to seek additional operating funds. 


COMPENSATION AND PENSION PAYMENTS 


The amount requested for this purpose of $2,800,000,000 repre- 
sents our largest appropriation request and the biggest increase over 
current year requirements. Although this increase is due in part to 
the growing number of claimants, it also results from the provisions 
of Public Laws 695 and 698, 83d Congress, which increased rates of 
compensation for most groups of veterans with service-connected dis- 
abilities and provided general increases in most pension categories. 


DEPARTMENT OF INSURANCE 


The amount requested for the appropriation “National service life 
insurance” of $81,300,000 is composed of $34,582,000 for claims in the 
fiscal year 1956 and $46,718,000 for claims awarded in the fiscal years 
1954 and 1955. Late in the fiscal year 1954 nearly 5,000 “missing, 
declared dead” cases were reported by the Department of Defense. 
Due primarily to this situation, a deficiency of $39,678,000 existed as of 
June 30, 1954, which will be increased during the current year so that 
as of June 30, 1955, a transfer of $46,718,000 from the appropriation 
tothe fund will be pending. 

The proportion of members of the armed services who are covered 
under the Servicemen’s Indemnity Act is constantly increasing and 
our appropriation requirements give effect to this condition. Since 
monthly payments are made on these claims over a period of 10 years 
and new awards are made each year, it is evident that our fund require- 
ince for this purpose will continue to increase for at least a 10-year 
period. 
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CONCLUSION 


It is my belief that the estimates contained in this budget reques 
are based on the most conservative projection of workloads that can 
be anticipated at this time. 

The various officials of the Veterans’ Administration who are her 
with me are prepared to explain further the program and appropria 
tion requirements for those services under their jurisdiction. They 
will be glad to furnish you with any additional information you may 
request. 

And may I add, Mr. Chairman, that I think tomorrow we will haye 
with us Dr. Middleton, who is the new Chief Medical Director. | 
know you would like to meet him. 

Mr. Tuomas. We will be delighted to have him with us. He was 
formerly the head of the University of Wisconsin Medical School, 

Mr. Hiciry. Yes. 

Mr. Tuomas. That was a very nice statement, Mr. Administrator, 

Mr. Hietry. Thank you. 

Mr. Tuomas. Just a few words in regard to your justifications and 
tables. 

The amount of work that went into the preparation of the justi- 
fications, and particularly the tables, must have been stupendous 
In one or two areas it might be weak, but you are certainly to be con: 
mended on the amount of detail work and clarity of information 
contained in these tables. 

Mr. Hietey. Thank you, Mr. Chairman. 


AVERAGE NUMBER OF EMPLOYEES 


Mr. Tuomas. I wonder if you gentlemen would be good enough, 1 
this point in the record, to insert your employment load by jobs, he 
ginning with 1946 through 1956. If my memory serves me correctly, 
you started off in the fiscal year 1946, including the year 1946, with 
a total employment of around, perhaps a few “hundred one w ay or 
the other, 205,000, and the table will speak for itself throughout the 
years down to and including 1956. 

Mr. Ketsey. Do you want us to detail it as between divisions? 

Mr. Tuomas. Yes, please. 

Mr. Hietry. We will be glad to furnish that information. 

(The information requested follows :) 





ugh 1956 


thro 


fwerage employment for fiscal years 1946 


£98 ‘ROT 996 ‘COI 29S ‘99T 


| 966 “ELT 5 SLL ‘98ST 


+96 ‘BOT | “"~“qUdUIAO[A U0 OBB10A8B [80,1 


| COS ‘E61 ZEL ‘HO 


96 | 6 8 ; ; puny Ajddng 


lbh Z% re 962 °Z Z61 Z : : a “| puny SUTATOAGI DOT AIS W989} UR 
UoTyeLIdoidde Woryonaysuo,) 


| ORL ; | 628 | CPR 8£0 ‘T S10‘T | T8¢ | $8Z 
6£9 ‘Z9T ( Leb ‘E9T ‘OLT | OFL ‘CRT LLY ‘261 L0€ ‘861 | IST ‘P0% | 089 ‘POL : [ejo7qQNg 


ZPS SOT 


OST “FET | $O8 ‘621 60¢ ‘8Z1 | bZF ‘SZ ‘8 ‘IZ 9° | OGL ‘OTT | GOP ‘ZIT 889 ‘FOI | L9b ‘26 | TO ‘Z¢ ~~” [BOIPO WW 


Ook “TEs | SES ‘ZEsg BhE ‘ORS £10 ‘OFS ‘SPS  19¢ 066 ‘89$ 120 ‘O8$ 619 ‘S8$ £89 ‘OOIS$ | 629 ‘Zo$ ~--"[BOIpeUIUON 
| | ‘Suo;jeLiidoidde 3uyyes9d ag 


a iL | feNgow ZeET | [eNgo" Te [BNQov ZEEL | [ENQOR OFEI 


isv’ CCHIT | 


9G61 Ybnosy) » ADDa ray 





994 


APROPRIATION REQUEST FOR FISCAL YEAR 1956 


Mr. Tuomas. The appropriation requested for 1956, in all depart. 
ments, is $4,452,370,000 against $4,148,372,800 for 1955, an increas 
of $303,997,200. Does that include the supplemental for 1955? 

Mr. Baxer. It does, except I want to point out that the deficiency 
for “Readjustment benefits” is $155 million instead of $108 million, 
as originally estimated, or approximately $47 million increase. 

Mr. Tomas. Making the increase $350 million in 1956, over 1955! 

Mr. Baxer. No, it is the other w: Ly. 

Mr. Kersey. That was for 1955. 

Mr. Baker. Yes; the $47 million increase is for 1955 reducing the 
difference between the 2 years to approximately $257 million. 

Mr. Tuomas. The decrease would be $47 million. 


RESULTS OF REORGANIZATION 


Mr. Administrator, what do you have to say about the net result 
of your recent reorganization ? 

Mr. Hrerry. Financial, otherwise, or both ? 

Mr. Tuomas. Well, anything you want to say about it. 

Mr. Hictey. It is very difficult to estimate what the savings might 
have been attributable to in the reorganization. We know that we 
are constantly accomplishing reductions. The big advantage is in far 
better operation, far more local type of operations, putting the load 
where it should be, and that is out in the field where the Veterans 
Administration is in contact with veterans. 

As to what you could charge or credit to reorganization, and what 
you would credit to reduced workload, I do not know that we have 
any figures, actual figures on that, do we, Mr. Kelsey ? 

Mr. Ketsry. I do not believe that we have any figures which could 
be divided in that manner. We, of course, show a progressive de- 
crease from 1954 to 1955 and from 1955 to 1956 in personnel for gen- 
eral operating expenses. 


GENERAL OPERATING EXPENSES 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663, except for allocation to Depart 
ment of the Army) 





1954 actual | 1955 estimate | 1956 estimate 


Appropriation or estimate - - ‘ $193, 531, 000 $167, 672,300 | $160, 300, 
Reimbursements from other accounts____._.._-- 38, 310 ae 
Recovery of prior year obligations.........._...._- 3, 530 


Total available for obligation. ___- 193, 572,840 | 167, 672, 300 
Unobligated balance, estimated savings. -_......____- canal, SSE ft cacpnncece 


Obligations incurred ___. | 184, 942, 501 167, 672, 300 | 
Comparative transfer from “Inpatient care, Veterans’ Admin- 
istration” 7 672, 986 |......- 
Comparative transfer to— 
“Medical administration and miscellaneous operating | 
expenses, Veterans’ Administration” _ __ — 422, 216 
“Inpatient care, Veterans’ Administration” _ __- ; —1, 147, 000 
‘““Maintenance and operation of supply depots, Veterans’ | 
Administration’’ .. —57,! | —46, 700 |_.- 
“Outpatient care, Veterans’ Administration” —7, 647, 061 | —298, 335 


Total obligations................-- sealed tila Dhicscadialesnco aiacolamueseata | 176, 651,319 | 165,758,049 | 160, 3 
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Obligations by activities 


Description 


i] administration - 
nce: 
Program planning and direction 
Field operations: 
(1) Executive administration 
(2) Insurance operations 
(3) Office services 
terans’ benefits: 
Program planning and direction 
Field operations: 
(1) Executive administration 
(2) Contact -- --- . 
(3) Compensation and pensions. 
(4) Vocational rehabilitation 
(5) Loan guaranty 
(6) Guardianship - 
(7) Office services 


Total obligations. - 


1954 actual 


$13, 852, 615 
3, 112, 983 


315, 099 
26, 970, 244 
6, 769, 650 


5, 310, 780 


1, 941, 289 
9, 872, 930 
23, 392, 172 
28, 854, 357 
12, 672, 094 
8, 458, 071 
35, 129, 035 


176, 651, 319 


Obligations by objects 


Object classification 


VETERANS ADMINISTRATION 


otal number of permanent positions ---_- 
Average number of all employees_- -- 
Number of employees at end of year 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


Personal services: 
Permanent positions -_-_-__-- ae 
Regular pay in excess of 52-week base- 
Payment above basic rates 


Total personal services -- 

rravel: 

Employee 

Beneficiary 
Transportation of things_- : aon 
Communications services... ......---- 
Rents and utility services. -___._--- 
Printing and reproduction 
Other contractual serviees 
Supplies and materials. __-.__- 
Equipment 
Grants, subsidies, and contributions -_- 
Refunds, awards, and indemnities____- 
Taxes and assessments 


Total obligations. ............-.- 
ALLOCATION TO DEPARTMENT OF THE ARMY 
(4 Communications services -__- 
SUMMARY 
Total number of permanent positions. -___- 
Average number of all employees. -- 
Number of employees at end of year___- 
Average salaries and grades: 
General schedule grades: 
Average salary............. ‘ 
Average grade 
‘l Personal services: 
Permanent positions. ---- 
Regular pay in excess of 52-week base 
Payment above basic rates 


Total personal services------------ 


1954 actual 


38, 637 
36, 813 
33, 354 


$4, 159 
GS-5.1 


1955 estimate 


$13, 315, 210 
2, 479, 261 


O79 QTR 
272, 875 


22, 498, SOO 
4, 776, 275 
5, 232, 307 
1, 943, 876 
9, 063, 070 

21, 559, 336 

27, 750, 845 

15, O81, 233 
8, 491, 348 

33, 293, 613 

165, 758, 049 


1955 estimate 


34, 000 
33, 052 


31, 900 


1956 estimate 


$13, 374, 
2, 264, 25 

249, 

, 317, 

, 574, 


5, 171, 


1956 estimate 





$153, 431, 480 
582, 763 
886, 075 


154, 900, 318 


2, 496, 833 
373, 234 
643, 127 

3, 808, 182 

1, 931, 818 
858, 282 

6, 233, 914 

2, 084, 936 
616, 678 

2, 327, 310 

50, 774 | 
297, 118 


176, 622, 524 


$28, 795 


38, 637 
36, 813 
33, 354 


$4, 159 | 
GS-5.1 


$140, 774, 656 


537, 925 


433, 980 | 
141, 746, 561 | 


2, 758, 800 | 
343, 000 | 


662, 554 
3, 877, 599 
1, 933, 017 


922, 403 | 


7, 985, 197 
2, 170, 073 


478, 537 | 


2, 577, 400 
57, 233 
215, 675 


165, 728, 049 


34, 000 
33, 052 


$4, 251 
GS-5.2 


$30, 000 


$135, 607, 551 
518, 144 
412, 200 


136, 537, 895 


2, 731, 000 
313, 000 
558, 025 

3, 689, 725 

1, 986, 780 
892, 000 

7, 992, 905 

2, 251, 672 
476, 498 

2, 577, 400 

62, 200 
200, 900 


160, 270, 000 


$30, 000 


32, 100 
31, 542 


31, 900 | 31, 000 


$4, 287 
GS-5.2 


| $153, 431, 480 $140, 774, 656 | $135, 607, 551 


582, 763 
886, 075 | 


154, 900, 318 


537, 925 
433, 980 


141, 746, 561 | 


518, 144 
412, 200 


136, 537, 895 
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Obligations by objects—Continued 


Object classification 1954 actual 1955 estimate | 1956 « 
tibia iianninecingdaiiigias utente amen eagles biniiiitniainii 
SUMMARY—continued 
Travel: 
Employee _ - ; $2, 496, 833 $2, 758, 800 | 
Beneficiary 373, 234 343, 000 
03 Transportation of things-- 643, 127 | 662, 554 
04 Communication services- , 3,836,977 | 3, 907, 599 
05 Rents and utility services_____.- 1, 931, 818 | 1, 933, 017 
06 Printing and reproduction é 3 858, 282 922, 403 | 
07 Other contractual services. __- 6, 233, 914 7, 985, 197 | 
08 Supplies and materials_____- 2, 084, 936 2, 170, 073 
09 Equipment ‘ 616, 678 478, 537 
11 Grants, subsidies, and contributions. -- pina 2, 327, 310 2, 577, 400 
13. Refunds, awards, and indemnities_- 50, 774 57, 233 | 
15 Taxes and assessments..- ic le - Pe 297,118 215° 675 
_| 176,651, 319 165, 758, 049 160, 300, 00 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663, except for allocation to 
Department of the Army) 


1954 actual | 1955estimate 1956 estimat 


Obligated balance brought forward. _____-- $9, 753, 329 $11, 000, 00 
Obligations incurred during the year | $184, 942,501 | 167, 672, 300 160, 300, 
184, 942, SOL | 177, 425, 629 171, 300, 0 
Adjustment in obligations of prior years_ ibitatael oes Sd —3, 530 | — 596, 471 | — 600, O01 
Reimbursements.----- — 36,310 | .....-.--cseeafesse 
Obligated balance carried to certified claims account Knebex : — 500, 0 
Obligated balance carried forward____- ; se —9, 753, 329 | —11, 000, 000 —H, (00, 00F 


Total expenditures..............- 3 =f 175, 147, 332 | 165, 829, 158 | \ 15 9, 200, 00 





Expenditures are distributed as follows: | 


Out of prior authorizations.. 


Out of current authorizations. —-_------ : | 175, 147, 332 157, 672, 300 | 150, 300, 000 


8, 156, 858 | 8. 900, 0 





Mr. Tuomas. Under general operating expenses you have thre 
programs—General Administration, Department of Insurance, and 
Department of Veterans Benefits—which are exclusive of Fonte medical 
program. You had a total employment in 1954 of 36,342; that was 
reduced in 1955 to 32,885, and your estimate for 1956 is 31,356. 

During that period, has your overall workload decreased, increased, 
or been about on an average for the fiscal years 1954, 1955, and 1956! 

Mr. Hiertry. There has been a decrease in the number of employees, 
including 1956. 1956 over 1955, shows a decrease of 1,479. 

Mr. Tuomas. I understand the decrease in numbers but I am talking 
about the workload in your various activities. 

Mr. Hietry. That would be primarily in the Department of Vet- 
erans Benefits. 

Mr. Tuomas. The general answer would be “No,” that neither your 
activities nor your workload has remained in status quo; neither has 
it been declining; if anything it has been on the increase. 

Mr. STone. There has been an increase in claims, and for vocational 
rehabilitation and education. 

Mr. Hietry. In general, I would say that the savings in per ‘sonnel 
and in insurance is to a considerable extent, taken up with better tech 
niques and mechanics in handling the workload. 

Mr. Tuomas. That has shown a substantial increase. 
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Mr. Hieitey. That is, through better management, because in the 
reorganization, those were not changed to any great extent. In De- 
partinent of Veterans Benefits, there was some; there was some drop 
inthe VRE, through better management. 


PERSON AL SERVICES 


Mr. Tuomas. Your organization charts are most revealing, and 
paint a graphic picture that, in the final analysis, is better than the 
printed word. Take chart No. 1 here of your organization on Vet- 
erans’ Administration and this is primarily in the District of Colum- 
bia, starting off with the Administrator and going on down to the 
Board of Veterans Appeals. 

As a matter of fact, this is all departmental, 5212 jobs against 
4,714 0n duty, as of the 31st of December, last year. 

Mr. Hierry. I might say, Mr. Chairman, that those are approved 
jobs and not all of those are going to be filled; they are permitted to 
be filled only as we really need them. 

This chart shows the development as to what would be needed but 
we anticipated all along that we thought we could do a better job, 
under a better system. 

Mr. Tuomas. You have under the Controller, 176 jobs, and looking 
through the justifications, I made a total of the Controller budget 
for the various departments—benefits, insurance, and medical serv- 
ices—and I have forgotten what the total figure was, but I believe it 
was in the neighborhood of 587. 

Mr. Kensey. That figure of 176 is for my office; the overall Con- 
troller’s office and the estimate for 1956 is 146 people. 

Mr. Tomas. You have on the chart 176, 

Mr. Kersey. As the Administrator indicated, those charts show 
authorized positions under reorganization which are, in several in- 
stances, in excess of the number that we expect to use, but they are 
authorized positions in one category or another, by job description 
and classification, but in every case, the figures which are shown here 
are the maximum, and generally higher than what the budget 
anticipates. 

Mr. Yates. What do you mean by authorized positions? 

Mr. Kersey. When an organization is established for any unit of 
the Veterans’ Administration, in the central office, certain types of 
positions, such as stenographers, adjudicators, accountants, ad- 
ministrative assistants of one kind or another, claims examiners, and 
so on, are set up and classified by the classification service under 
civil-service laws and then the positions are established under var- 
lous categories as the maximum. But, as I indicated, these figures 
are well above what we anticipate as to the actual number to be 
employed. 

NUMBER OF LAWYERS 
Mr. Tuomas. You have under the Assistant Administrator for 
Personnel, 107; under General Counsel in the District of Columbia, 74 
positions and, as well as I remember, that is about one-fourth in the 
field. What is the total figure for the District of Columbia and the 
figure in the field, do you judge ? 

Mr. Kersey. Mr. Odom, will you supply that answer? 
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Mr. Ovom. Mr. Thomas, the breakdown of this office, for the pre. 
vious fiscal years, for the General Counsel’s office, includes attorneys 
in the field; it does not include those under reorganization. The 
only positions in the General Counsel’s office are the 74 shown on that 
chart. The field attorneys are shown under the Department of Vet. 
erans’ Benefits. 

Mr. Tuomas. I had the total some place. 

Mr. Stone. 1,587 are requested for fiscal year 1956 in the field 
service. 

Mr. THomas. 1,587. 

Mr. Stone. Yes. That represents all employees in the attorney's 
section; some are field examiners; those 1,587 are all employees, of 
which approximately 650 are attorneys. 


CONSTRUCTION EMPLOYEES 


Mr. Tuomas. The Assistant Administrator for Administration in 
the District of Columbia, 1,604. I worked that over rather carefully 
but I could not find a detailed breakdown for the Assistant Admin. 
istrator for Construction, where you have 510 in the District of 
Columbia. Where would that be broken out ? 

Mr. Baxer. A part of that would be included under the construe- 
tion appropriations. 

Mr. THomas. What about the 510 here in the District of Columbia! 

Mr. Enear. About 70 are engineers in the field on construction jobs: 
the balance would be in the 510, in the total authorized positions. 

_Mr. Tuomas. How many do you have on the job in the District of 
Columbia, and how many at the various hospitals throughout the 
country ? 

Mr. Epaar. We have 70 engineers in the field, supervising construc- 
tion; these are not the engineer officers in the hospitals. 

Mr. Tuomas. I understand. 

Mr. Epear. None are on maintenance. And presently there would 
be roughly 400-——— 

Mr. Tuomas. Referring to the 500 in the District of Columbia, and 
those that you have in the various hospitals, plus those on construction 
sites, how many would that be? 

Mr. Epear. The 500 is the central office; engineers, architects, plus 
the engineers working on construction jobs in the field. 

Mr. Tuomas. And how many of those are there? 

Mr. Enaar. Seventy engineers; construction superintendents. 

Mr. THomas. And how many do you have in the various hospitals! 

Mr. Epear Only on the construction jobs at the hospitals 

Mr. Hietry. You are talking about the engineers in the hospitals 
and the number of hospitals on which they are doing supervisory 
work ? 

Mr. Tuomas. I wonder if you have a table showing the total? 

Mr. Epear. 510 is the number of approved positions, of which 70 are 
in the field, and this excludes construction laborers. 

Mr. THomas. How many do you have in the District of Columbia 
now ? 

Mr. Epear. Roughly 400. 

Mr. THomas. And 70 in the field? 

Mr. Epear. Yes. 
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Mr. Tuomas I did not find in the justifications a narrative or a 
table of the employment for construction. 

Mr. Evear. There is a part of that under “Medical administration.” 

Mr. Tuomas. That is charged under “Medical” and not under 
“Construction” ? 

Mr. Evear. It is charged, a part of it, to medical. 

Mr. Tuomas. Just go through what you have here. You have 


i about 470 charged to construction jobs ? 


» 


Mr. BaKer. ‘On page 7-9 is the "Reidaliiad Administrator for Con- 
struction. 

Mr. Tuomas. Wait just a minute—— 

Mr. Baxer. And 7-12 gives the breakdown by service. 

Mr. Tuomas. You have a table here showing 173. 

Mr. Baxer. That is the total for 1954. 

Mr. Hietry. This shows 145 here for 1956. Where are the rest of 
them, the rest of the 470; where are they accounted for ? 

Mr. Enear. They are paid under the hospital and domiciliary fa- 
cilities and major alterations, improvements, and repairs appropria- 
tions. 

Mr. Hietry. Is that in here? 

Mr. Enear. No. 

Mr. Baker. There were 330 of those paid from the H. and D. F. 
appropriation in 1954 located in Washington. This is divided into 
two parts; major alterations and construction. 

Mr. Tuomas. What is your new total of employment under your 
administration here for construction ? 

Mr. Hietey. You really want to know what they are used for? 

Mr. Tuomas. This table sets out 510, but I could not pick up in 
the justifications a breakdown showing where they are located. 

Mr. Hietry. They are separated under several heads. I think we 
are in error, regardless of how they may be split up, in not having 
information for this committee, consolidating all of these various 
programs to show exactly what the total is for that one activity. 

Mr. Tuomas. We know that he has a terrific job, the construction 
job, the maintenance and repair of these hospit: ls We are just try- 
ing to find out how many people are doing what, and where; and 


| that is not shown in this budget estimate. 


Mr. Baxer. The total average employment paid from construction 
funds during 1954 was 623. The estimate is 780 average, for this 
year and for the budget year. 

Mr. Tuomas. That 780 is for what year? 

Mr. Baker. 1956 and 1955. 

Mr. Tuomas. The same for 1956 and the same for 1955; 780? 

Mr. Baker. Yes, sir. 

Mr. Tuomas. Is that correct? 

Mr. Baxer. That is correct. 

Mr. Hietey. Can you break that down as to what department? 

Mr. Tomas. This table shows 510 positions which is off by some 
260 or 270. 

Mr. Bie. That 510 represents those included in the—— 

Mr. Tuomas. In the District of Columbia 

Mr. Baker. That is right. 

Mr. Tuomas. Where are the other 270 people? 

Mr, Baxer. They are all in the estimates for 
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Mr. Tuomas. If it is the same for 1955, where are they now? 

Mr. Baker. They are in this table 

Mr. Hieiey. I think what you are talking about is the 260 difference 

Mr. Tuomas. 270 difference. 

Mr. Hiciery. 270 difference. He is not talking about the diffe Tene 
between the chart and those on duty. 

Mr. THomas. You have listed 270 for 1955. Where are they and 
what are they doing ¢ 

Mr. EpGar. Depending upon the amount of money we receive, they 
are personnel that are paid from the + appropriation for construction, 
The figures that are shown on page 7-12 are broken down into what 
we call the S and E. Those who are preparing sketches for submis 
sion of budgets—and that is the average. Now, the additional per. 
sonnel that we will need for developmental w ork, drawings, specitica- 
tions, superintendents on the job, all depending’ upon the amount of 
money we get, they are paid directly out of that appropriation and 
that number will fluctuate. 

Mr. Stone. They are hired as needed. 

Mr. Enear. Yes; hired as needed. 

Mr. Baker. As of December 31, we had a total employment of 504, 
consisting of 155 paid out of medical administration ; 349 paid out of 
construction appropriations 

Mr. Tuomas. What is this figure, 780; what does that mean? 

Mr. Baker. That is the estimate of the average employment te- 
quirements for the budget year to be paid from construction appro- 
priations. 

Mr. Tuomas. You missed your budget estimate by about 50 percent! 
What was that figure again? 

Mr. Baker. 504 was the actual employment on December 31, 1954. 

Mr. Tuomas. 504 against 780. 

Mr. Baker. That is the number of positions set up in the estimates 
for 1956 to be paid from construction appropriations. And the figure 
of 504 represents the actual employment on December 31. 

Mr. Hierey. He is talking about the seventy-odd people, perhaps, 
which make up a part of the budget request. 

Mr. Baker. That is a part of the budget, of course. Actually the 
average might be something less. 

Mr. Yarrs. Why are not “those people all shown in one apppropria- 
tion? Why should they be split into various appropriation items if 
they all come under one ‘department ? 

Mr. Baxer. That is accounted for by the fact, Mr. Yates, that 
great many of these are carried under the construction appropriations; 
they are utilized to supervise construction, to draft plans, and they 
are charged to the construction appropriation. 


GENERAL ADMINISTRATION 


Mr. Tuomas. We will get into that a little more fully later. Let us 
take a look at “General administrati ion.” Under “General administra- 
tion,” you have an estimate for the fiscal year 1956 of $13,374,000 
which is an increase of $58,790 over 1955. What is covered under 
“General administration” ? 

Mr. Ketsry. General administration 

Mr. Tuomas. The Office of the Director of Investigative Services; 
the Office of Director of Information; the Office of the General Coun 
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el: the Office of the Board of Veterans’ Appeal—Veterans’ Appeals is 


sncluded in that, is it not ? 
Mr. Ketsey. Yes. 


Mr. Tuomas. Assistant Administrator for Personnel; Assistant Ad- 
ministrator for Legislation; Office of Administrator for Construc- 
tion—that is just what we have been talking about; the Controller; 


the Assistant Administrator for Administration. 
Those are all located in the District of Columbia. 


ANALYSIS OF EMPLOYMENT BY FUNCTION 


We will insert in the record the table on pages 3 and 4 which shows 


9.430 jobs for 1955 against 2.411 for 1956. 
(The table referred to follows :) 


Analysis of employment by function 


Estimated, 
fiscal year 
1955 


Actual, fiseal 


*rogran z 
Program vear 1954 


Departmental 
Staff functions: 

Office of the Administrator __-_ - 
Office of the Deputy Administrator 
Investigation Service. é 
Information Service -- 
General Counsel 
Personnel. - 
Assistant Administrator for Legislation 
Controller. _ - 
Assistant Administrator for Administration -_- 


Total staff functions --- 


Operational functions: 
General Counsel, litigation activities. 
Board of Veterans’ Appeals 
Assistant Administrator for Legislation: Congressional 
liaison _ - 
Veterans’ Education Appeals Board 
Assistant Administrator for Administration: 
Office Services, index. -_-- 
Security Service. _ _- 


Total operational functions. --- 


Supporting Services functions: 
Assistant Administrator for Administration: 
Finance ___. 
Office Services (excluding index) -- 
Publications 
Supply and maintenance 
Personne]_.- 


Total Supporting Services functions. 
Total, departmental functions_ - _- 
Field: 
Staff functions: 
Information service - 
Opn rational functions: 
Assistant Administrator for Administration: 


Office services: 
Teletype net control stations___. - 


Total operational functions _-- 
Total, field functions. -___.—- 


Grand total, general administration _- 


Estimated, 
fiscal year 
1056 


102 
614 
176 

92 


42 


1, 026 


2, 225 
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SUMMARY OF AVERAGE EMPLOYMENT AND TOTAL OBLIGATIONS 


Then follow that with the table on 3-5, which gives a breakdowy 
of positions in the District of Columbia. 
(The table referred to follows :) 


Summary of average employment and total obligations 












































Actual, fiscal Estimated, fiscal | Estimated, fiscal 
year 1954 year 1955 year 1956 
> r 
Program Aver- Aver- Aver- 
age em-| Total obli- |age em-| Total obli- |age em-| Total obji. 
ploy- gations ploy- gations | ploy- gations 
ment ment ment 
Departmental: 
Office of the Administrator. -.......-- 15 $110, 322 19 $136, 073 | 19 $136, 9% 
Deputy Administrator_.............-- ll 100, 856 12 105, 080 | 12 105, 7 
Investigation Service................- 43 301, 760 42 307, 820 40 294, a 
Information Service... i 13 128, 877 12 125, 070 | 12 125, 53 
CE CINE oie cxccnmadeanoncn 79 532, 208 74 518, 530 7 535, 18 
Board of Veterans Appeals......_...-- 288 | 1,688, 214 286 | 1,702,090 286 1, 702, 57 
Assistant Administrator for Personnel. 105 555, 326 102 570, 950 102 576, 13 
Veterans Education Appeals Board -- 16 149, 670 10 104, 665 4 38, 2 
Assistant Administrator for Legisla- 

Ne ad a. ecw hc eedpsmcennlanl dase cleat 57 337, 302 58 345, 783 57 340, fis 
Chis oie. tkenaaeboe 125 795, 208 140 963, 300 146 1, 030, 
Assistant Administrator for Admin- 

ER al <5c.scnwscmnadacee coun 1,606 | 6,095,653 | 1,489 | 5,553,859 | 1,471 5, 594, 64 
Miscellaneous operating expense. -----|_.-- See lt SR EEE fecnccann 1, 699, 8% 

Total departmental_..............-- 2,358 | 12, 656, 056 2, 244 | 12,118,417 | 2,225 12, 180, 2 

Field: 
Information Service..................- 35 217, 483 31 204, 425 31 204, 4 
Assistant Administrator for Admin- 

PIII. cis cnk n cra ennacemeletnach dined 162 572, 684 155 548, 143 155 550, lil 
Miscellaneous operating expense--_-_--_|_....-_- 406, 392 Jeo-naa=e EE taba 438, Th 

NN a rsicnittstietbsclecin 197 | 1,196,559 | 186 | 1,196,793} 186 | 1, 193,70 

—=_[—_—S SS Se ee es 

Total departmental and field....__- 2,555 | 13, 852, 615 | 2, 430 | 13,315,210 | 2,411 | 13, 374, 


OFFICE OF ASSISTANT ADMINISTRATOR FOR ADMINISTRATION 


Mr. Tuomas. What about the Assistant Administrator for Admin- 
istration? You start off in fiscal year 1954, with 1,606 employees; 
those are all in the District. Last year you had 1,489, and this year 
1,471. How many people do you have on board for administration 3s 
. January 1, 1955; or December 31, or whatever recent period yo 

ave? 

Mr. Loneretiow. As of February 18, 1955, we had 1,551, of which 
number 1,405 were departmental and 146 in the field. 

Mr. Tuomas. What was your total authorization for 1955? 

Mr. Lonere.iow. 1,644. 

Mr. THomas. For administration for fiscal year 1955, 155 in the 
field and 1,489 in the District, making a total for 1955 of 1,644? 

Mr. Ketsry. 1,644, yes. 

Mr. Tuomas. What do you need with all of these people? We 
certainly want to commend you for keeping the costs down over! 
period of 10 years, and we certainly do not want to deny any benefits 
that have accrued, but we do not want any benefit money used fot 
Administration costs if it can be avoided, in any program. Whi! 
was your figure, the number of people you had on board as of tle 
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most recent date, in the District of Columbia, and in the field, for 
Administration ? 

Mr. Lonere.iow. 1,551 as of February 18, 1955. 

Mr. Tuomas. That is field and District? 

Mr. Loneretiow. 1,405 in the District and 146 in the field, or a 
total of 1,551. 

Mr. Tuomas. 1,505 in the District 

Mr. Loneretiow. 1,405 in the District and 146 in the field. 

Mr. Tuomas. 1,405, and you have set up 1,489 in the District for 
1955. So you have about 84 vacancies then over and above your 
budget. 

BOARD OF VETERANS’ APPEAL 


Tell us about the Veterans’ Appeal Board. You have 286 positions. 
How many of those are on board ? 

Mr. Ketsry. There were 284 on duty as of last Friday, and one re- 
cruitment in process. 

Mr. Tuomas. Is the Chairman of the Appeals Board here? 

Mr. Kesey. No; he is not. 

Mr. Tuomas. Is there anyone here from the Appeals Board ? 

Mr. HietEy. No; but we can have him up here if you would like. 


WORKLOAD OF APPEALS BOARD 


Mr. Tuomas. Give us a brief picture of the workload, showing what 
they have, because those people are really working. 

Mr. Keusey. Mr. Chairman, the workload has gone up; for several 
years the backlog has increased some each year. As indicated on 


pages 318 and 319 of the justifications, there was for the fiscal year 
1953 a backlog of 8,613 cases, and that increased to 10,983 during the 
fiscal year 1954. That represents about 3 months’ work. The backlog 
is increasing. They have difficulty in recruiting the type of personnel, 


| particularly the medical personnel that is needed on the Board. 


Of course they have been attempting to maintain quality in their 
actions at the expense, possibly, of a little lag in production. 


OFFICE OF ASSISTANT ADMINISTRATOR FOR CONSTRUCTION 


Mr. Tuomas. Can anybody straighten out for us right quick your 
personnel problem under the Construction Division ? 

Mr. Baker. As I understand your question, as at January 31, in the 
hospital and domiciliary facilities appropriation 

Mr. Tuomas. Let us stick with the District of Columbia. Your 
chart set out 510 positions in the District of Columbia. 

Mr. Baker. Those were approved positions. We had 340 paid from 
construction funds and 155 paid from medical administration funds 
on duty as of January 31. 

Mr. THomas. 495 in the District of Columbia? 

Mr. Baker. That is right. 

Mr. Tuomas. What is your estimate for 1956 for that office? Can 
you put your finger right quickly on some table showing that? 

Mr. Baker. Under “Medical administration” there are 149 and 

Mr. Tuomas. Do you have the justification here for your construc- 
tion appropriation ? 
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Mr. Baker. The construction appropriation is carried in the back 
of the book. 

Mr. Tuomas. I understand that, but I am talking about the District 
of Columbia, under the broad setup of administration, where you set 
out the Office of Administrator for Construction, and I cannot find 
the justification on it. 

Mr. Enear. Other than the breakdown on 7-12. 


WORKLOAD 


Mr. Tuomas. This is about as good a place as any; it is scattered 
throughout. What is your workload, for 1955, and what is it for 
1956, for the Construction Division, and tell us something about it. 

Mr. Epnear. There are around $108 million on the board now, plus 
$15 million for the 1956 program and $40 million in the schedule for 
submission to the Bureau of the Budget for 1957. 

Mr. Tuomas. For what years? 

Mr. Epear. 1954, 1955, and 1956, not counting the submission for 
1957. 

Mr. Tuomas. Those items are certainly not reflected in the 1956 
budget. It is about. $11.5 million for new construction ; and then for 
your program of $2.5 million—I remember a figure of $13.5 million 
somewhere. 

Mr. Enear. The repair and maintenance is $11.5 million and total 
hospital and domiciliary facilities is $13.8 millon, that is right. 
There is also $3.9 million M. A. T. and R. of 1956. 

Mr. Tuomas. That puts your workload away down, does it not # 

Mr. Enear. We have, as I stated, $108 million of which for San 
Francisco is around $20 million; Long Beach, $8 million; and 

Mr. Tomas. What do you have, 5 or 7 hospitals unconstructed ? 

Mr. Encar. We have 1 at Washington; 2 at Cleveland; 1 at San 
Francisco; and 1 at Topeka. 

Mr. Trroomas. Five in all? 

Mr. Epear. That is correct. 

Mr. Tromas: That goes beyond 1956? 

Mr. Enear. Yes. 

Mr. Tromas. In your domiciliary and hospital facilities, you set 
out five beyond 1956. Who is doing the work; is it done on contract 
or is Veterans doing it ? 

Mr. Epear. We are doing it. 

Mr. Tuomas. All of it? 

Mr. Enear. Yes; except about $20 million worth that is being done 
by Architect-Engineers. We are doing approximately—well, we 
hope to have on the market this year $35 million to $40 million, 
roughly. 

Mr. Tuomas. What was your workload for the fiscal year 1955? 

Mr. Enear. It was about the same figure. 

Mr. Tuomas. Are you contracting your architectural services for 
big construction projects as well as your alterations? 

Mr. Epcar. Yes. We contemplate g giving the San Francisco job to 
Architect-Engineers; that is $20 million. The Long Beach, to Archi- 
tect-Engineers—that is $8 million; the Houston to Architect-Engi- 
neers, about $414 million. 
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For Fort Meade, S. Dak., around $3 million, and others make the 
total about $20 million. 

Mr. Tuomas. That is under your 1956 program, is it not ¢ 

Mr. Epcar. That is authorized; money is available. 

Mr. Tuomas. And that is over and above your total employment / 

Mr. Epear. Yes. 

Mr. Tuomas. The work that goes toward all the five hospitals does 
jot come out of the annual appropriation; it is above that amount, 
out of construction funds ¢ 

Mr. Epear. Architect costs come out of construction appropriation 
for the hospital and domiciliary facilities projects. 

Mr. Tuomas. How do you keep your crowd busy, that being true ? 

Mr. Enear. I beg your pardon / 

Mr. Tuomas. That being true, how do you keep a crowd of five or 
six hundred people busy, when you farm out most of the work? 

Mr. Epear. We feel that our maximum production with the staff 
that we have is $30 million—you must keep in mind that, in addition 
to the $30 million, which we produce in our shop, we are producing 
sketches, layouts, field studies, and justifications of estimates for the 
next 2 years for submission to the Bureau of the Budget. 

Mr. Tuomas. Which is the biggest workload, construction or 


balteration / 


Mr. Evear. The main load—it is about 50-50. 

Mr. Tuomas. As I remember the alterations program for 1956, 
the figure was $13.5 million. 

Mr. Kevsry. You are talking about $13,815,000 ? 

Mr. THomas. Major alterations and repairs. Let us see what that 
figure is. 

Mr. Kensey. $3.9 million. 

Mr. Tuomas. I said $13 million-plus. I was putting in some $10 


Huillion. A part of the total cost includes salaries and other objects 


for that division. 

Mr. Enéar. The total salaries 

Mr. THomas. And Other Object costs for 1955 and 1956; where is 
that shown? I do not find a corresponding figure on that at any place. 

Mr. Ketsey. Mr. Chairman, I believe that we ought to submit a 
tuble for the record. 

Mr. Tuomas. There is no argument on that point. Can you give 


nus an offhand guess ? 


Mr. Epear. $2.25 million would be a horseback opinion. 
Mr. Putiires. What does the figure represent / 

Mr. Tuomas. The total cost including “Other objects” of the Divi- 
sion, and no telling how many employees—we got a figure running 
anywhere from 550 up to 780. 

(The information requested follows :) 


STATEMENT CONCERNING OFFICE OF ASSISTANT ADMINISTRATOR FOR CONSTRUCTION, 
VETERANS’ ADMINISTRATION 


1. Introduction 
The organization of the Assistant Administrator for Construction is one with 
‘taff and operational elements closely integrated. Staff functions are those of 
eal property management, safety and fire protection and disaster planning, and 
tigineering services. Operations performed include design and construction, 
together with real property acquisition and disposal and safety and fire protec- 
58616—55—pt. 2 14 
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tion related to the construction program and to the functions of providing engi. 
neering assistance in connection with the maintenance and preservation of reg 
property. 

2. Departmental personnel (“ceiling” or “staffing guide”, 510) 

(a) Medical administration and miscellaneus operating erpenses approprin. 
tion.—For budgetary purposes, basically to provide continuity of operatio, 
through separation of activities directly related to authorized projects from thos 
dealing with staff work and preliminary planning, a nucleus is included in this 
appropriation. This group consisting of 145 proposed average employment for 
1956 will perform staff functions and prepare material required for submissiq) 
of budget requests; including the development of the requirements of operating 
departments, prior to the authorization of funds for working drawings and cop. 
struction. All of these employees are located in Washington. 

(b) Construction Appropriations (H & DF and MAI & R). These employees 
all charged to departmental payrolls are also, with exception of constructioy 
superintendents, located in Washington, D. C. They prepare working drawing; 
specifications, and other construction documents, administer construction cop- 
tracts and direct construction. Funds for this work are provided through ap 
propriations for construction projects and programs. The number of employes 
varies with the volume of authorized construction work. During 1956, it is 
estimated that an average of 380 employees will be engaged in the performance 
of work carried over from previous fiscal years and with the authorized 193; 
construction program. This workload may be summarized as follows: 


Remaining workload, 1955, 1956, and future years (as of June 30, 1954, including 
requested 1956 programs) 


{Construction costs in millions] 


Design to be 
issued for 
construction 


To be putin 
place 





The proposed organization is believed to be capable of the administration, 
design, and direction of construction of about $30 million per year witb the staf: 
ing guide fully manned. The services of private architect-engineers are being 
employed to supplement VA forces. This will increase the gross volume of work 
which can be accomplished, but the extensive use of private architect-engineers 
tends to reduce below the $30 million figure the volume which can be produced 
by VA personnel, because of the time and labor consumed in developing require 
ments, reviewing drawings and specifications, ete., necessary to insure cou: 
pliance with VA requirements and standards. 





x engi. 
f real 


opria. 
ration 
1 those 
in this 
‘NT for 
Lission 
Tating 
id con: 


loyees, 
uction 
Wings, 
n Con- 
gh ap 
Lovers 
» it is 
mance 
1 1956 


Luding 


e put in 
lace 


ration, 
> staff. 

being 
’ work 
‘ineers 
duced 
quire 
- COM 


1007 


> Field employees paid from construction appropriations (H & DF and MAI 
&€ R). 

(a) Clerical.—Clerical and stenographic employees are required at the sites 
of construction to assist superintendents and resident engineers representing 
the VA. This number varies from 35 to 50, depending on the number of active 
construction projects. 

(b) Purchase and hire employees.—Most construction is performed by con- 
tract. Occasionally on small projects, the nature of the work or the conditions 
under which it must be performed make strict VA control necessary to reduce 
interference With hospital operations. In these cases, the superintendent-in- 
charge buys the materials and hires labor locally to perform the work. These 
workmen, who include laborers, truckdrivers, painters, plumbers, electricians, 
ete., vary according to the size and type of work. The figures used in the tables 
are estimates which represent maximum employment which probably will not 
be reached. 


\, Other obects. 


(a) Medical administration and miscellaneous operating expenses appropria- 
.won.—Anticipated obligations by objects under this appropriation are described 
in the narrative justification. 

(b) Construction appropriations (H & DF and MAI & R).—Costs of construc- 
tion projects are estimated on a square-foot basis or through the use of other 
applicable construction units. Technical services are included by the addition 
of an approximate percentage of the estimated construction cost. Initial port- 
able equipment required for the project is added and the sum of these figures 
represents the total estimated cost of a project or program. On the basis of 
experience, obligations by objects are then forecast. 

Object budgeting under construction appropriations is quite arbitrary, be- 
cause if a project is accomplished by contract, expenditures will be made under 
“Object 10, land and buildings.” However, if a project with identical cost were 
accomplished by purchase and hire method, expenditures would be made under 
various objects (such as 01 for purchase and hire labor, 03 for transportation, 
08 for materials, etc.). 








We © ond UErE 











a 
4 
TABLE 2.—Office of Assistant Administrator for Construction, average employment (ee 
and personal services costs Ba 
Actual, fiscal Estimate, fiscal Estimate. fis, 
year 1954 year 1955 year 1956 
Appropriation and position location Aver- pc Aver- : at Aver: ‘ nf 
age Salar y age Salary a Salary 
s : obliga- > obliga- “— obliga 
employ- tions °™ploy- tions (°™mploy- _— 
ment ment ment Uons 
(1) (2) (3) (4) (5) (6) 7 
1. Grand total, all appropriations (items 2+). 796 | $4, 718, 137 929 |$5, 466, 130 925 |$5, 440, 60 
(a) Departmental (Ceiling or Staffing ith . ; 


Guide 510) - .- pauan : 550 | 3,404, 854 482 | 2, 964, 090 482 | 2.951. 80 


(1) Positions located in District 
of Columbia (2+3a(1)) .-- 466 | 2, 896, 906 408 | 2,509, 878 408 | 2. 500.10 
(2) Positions (construction su- | on 
perintendents) located on 
project sites but on de- { 
partmental payrolls -- -__- 84 507, 948 74 454, 212 74 451. 698 





end dceresnes econ a : a 246 | 1,313, 23 447 | 2,502, 040 443 | 2 488 so 
(1) Clerical aides (to construc- ca 
tion superintendents) on 


project sites _. : js 5l 169, 413 47 155, 640 43 142, 4 
(2) Hired labor on project sites 
(maximum)....-.........| 195 | 1,143,870 | 400 | 2,346,400 | 400 | 2,346.40 
2. Total, medical administration and miscel- ogee e 

laneous operating expenses 173 | 1, 125, 105 149 920, 130 145 894, 60 
(a) Departmental (positions located —a 
in the District of Columbia) 173 | 1,125, 105 149 920, 130 145 894. 60 

(6) Field... --- 0 0 0 0 0 

3. Total, H and DF and MAIR appropria- ee 
tions (items 4 and 5) 623 | 3, 593, 032 780 | 4, 546, 000 780 |14. 546, 00 
(a) Departmental.. 377 | 2,279, 749 333 | 2,043,960 | 337 | 2, 057, 20 


(1) Positions located in the 
District of Columbia 293 | 1, 771, 801 259 | 1, 589, 748 263 | 1, 605, 502 
(2) Positions (construction su- 
perintendents) located on 
project sites but on de- 
partmental payrolls 84 507, 948 74 454, 212 74 $51. 608 
(b) Field 246 | 1,313, 283 447 | 2, 


] 


502, 040 443 | 2, 488, 800 
(1) Clerical aides (to construc- 
tion superintendents) on 


project sites 51 169, 413 47 155, 640 43 142, 40K 
(2) Hirea labor on project sites 195 | 1, 143,870 400 | 2, 346, 400 400 |2 2, 346, 4 
4. Total, hospital and domiciliary facilities _ - 530 | 3,057, 833 603 | 3, 513, 795 630 | 3, 670, 10 
(a) Departmental 332 | 2,023, 844 256 | 1, 598,155 287 | 1, 767, 70 
(b) Field 198 1, 033, 989 347 1, 915, 640 343 1, 902, 40) 
5. Total, major alterations, improvements, 
and repairs 93 535, 199 177 | 1,032, 205 150 875, 90 
(a) Departmental : 45 255, 905 77 445, 805 50 289, 5Ut 
(b) Field ‘ 48 279, 294 100 586, 400 100 586, 40" 
1 These moneys Will be used for the execution of those construction projects, now authorized by previous 


appropriation acts, which will not be completed by the beginning of fiscal year 1956, as well as for the acco! 
plishment of those construction projects to be authorized as a result of the fiscal year 1956 appropriatio! 
These funds (although to be obligated or expended during fiscal year 1956) will be drawn proportionate! 
from the following sources: (1) Unobligated balances of H and DF and MAT and R appropriations 
available on or before fiscal year 1955, and (2) any funds to be appropriated as a result of the fiscal yeur 195 
appropriation request, 

2 These funds will be used for the hire of labor, at project sites, used in the execution of a few minor alter 
tions projects (such as installation of fire doors in hallways and stairwell enclosures, etc.) by the purchiast 
and hire method. Such costs are not part of the design and/or operating costs of the Office of Assistant 
Administrator for Construction, but are a part of the construction costs of the projects on which the lab« 
will be used. It is not practical to execute such projects by the formal contract method, since contract 
as a general rule, are not interested in these small jobs. 
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Mr. Tuomas. In other words, it seems like you are going to do 
this year about $3.9 million, and it is going to cost you about $2.2 
to $5 million; that is, the construction work and ever ything, the costs 
you are paying private architects, engineers, and construction people 
out of this fund for the 5 to 7 hospitals. 

Mr. Enear. We have $108 million worth of construction authorized. 

Mr. Tuomas. Yes, but you are not paying for all of it out of this 
appropriation. You are paying that amount for actual construe- 
tion, for the private architects, engineers, and your contractors; is 
that correct ¢ 

Mr. Epear. I am trying to couch my words, and I would like to 
come back to the first premise 

Mr. THomAs. You can answer it any way you wish to, of course. 

Mr. Evear. [ am authorized 510 personnel, that are charged to 
the central office. Actually on duty in the central office would be 
510 less the 70 engineers I have in the field. 

Now, I have a backlog of work in the office, consisting of those 
jobs, such as those which have been authorized and that we are 
working on, making drawings of, and presentations to the Budget, 
the field staff and all such things as that. In San Francisco it 
amounts to $20 million, and in Topeka, $20 million. That is work 
which is starting, and drawings are going out this spring on Topeka. 

Mr. ‘THoMaAs. “Yes, but you are paying private contractors, archi- 
tects, and engineers for doing that work. You also have a limitation 
of not more ‘than 5 or 10 percent of the total cost. 

Mr. Epear. Those jobs we have not given out yet. 

Mr. THomas. But you intend to do so. 

Mr. Epear. The work at San Francisco is not firm yet. We are 
doing Topeka, and we are doing Cleveland. 

Mr. THomas. Are you going to do them in their entirety? 

Mr. Enear. That is right, sir. 

Mr. THomas. How “long have you been working on those two 
projects? They have been authorized for the last 3 years, or 
was Topeka authorized the year before last ? 

Mr. Epocar. The Topeka funds were made available in last year’ 
balance, and in the case of San Francisco the balance of the funda So is 


) $15 million, roughly. 


Mr. Tuomas, "Yes. but you had to get funds year by year to do 
work on them. The construction fund : is another thing. You have 
lad funds on them for the last 3 years. 

Mr. Putuuies. I think you w ill find that San Francisco was before 


® last year. 


Mr. Tuomas. He is talking about the availability of construction 
funds. 
Mr. Putiurps. That is right; that is what I mean. 


OBJECTS OF EXPENSE 


Mr. THomas. Your other objects of expense for departmental op- 
erations are how much? You are going to have to turn to your table 
here on that. 

You are going to have to subtract your employee travel, transporta- 
tion of things, communications, rents, and utilities, printing and re- 
production, ‘supplies and materials, equipment, refunds, and so forth 








= 
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from your total administrative expense of $13,374,000, which means 
that you have in “Other objects” a cost of about $2,400,000, which is 
around 22 percent, gentlemen. That is at least 12 percent higher than 
it ought to be. In a good organization like this you ought to be abl 
to hold your “Other objects” down to certainly no more than 10 or 
11 percent or, better. still, 9 percent. 


COMMUNICATION SERVICES 


In “Communication services” you have $618,000. Of course, your 
penalty mail cost is $158,000. You cannot do anything about that, 


OTHER CONTRACTUAL SERVICES 


Other contractual services have fallen from $251,569 in 1955 to 
$233,759. What objects are included in your contractural services! 

Mr. Baxer. Repairs to furniture and fixtures, and office machines 

Mr. Tuomas. Where are your rentals? 

Mr. Baker. Under “Rents and utilities,” object 05. 


SUPPLIES AND MATERIALS 


Mr. Tuomas. I noticed last year there was something done in that, 
but it is still too high. For supplies and materials there is an increas 
of $51,000 from $473,914 in 1955. Why is there such a drastic in. 
crease in supplies and materials? 

Mr. Baker. I might say on that——— 

Mr. Tromas (interposing). Are you going to buy a lot of files! 
You are going to replace some files. You ought to be able to get them 
from the General Services Administration. I know where there are 
thousands of them all in one warehouse. 

Mr. Baker. Since this was prepared we have found that $24,(0) 
could be eliminated because there are more files in the estimate than 
will be needed. 

Mr. Tuomas. What is that file item? I forget the figure. I re 
member the line item, but what is the amount of it? In looking tt 
over I thought it was two-thirds too much because you could go to 
the General Services Administration and get thousands of them. 
They look like they are brandnew. They have been repaired ani 
repainted, and they have them by the thousands stacked up in 4 or) 
warehouses that I have seen. 

Mr. Loneretiow. I think I should say that there should be but 
very little need, if any, for the Veterans’ Administration to purcha 
any filing cases during the next year. At one time it was conten: 
plated that we needed some transfer cases, but that has been eliminated. 

Mr. Tuomas. I believe you are speaking of transfer cases rather 
than filing cases. What is the difference? 

Mr. Lonerettow. Well, it is the type which they had. 

Mr. Tuomas. Is that that paper carton? 

Mr. Loneretiow. No, sir. 

Mr. Tuomas. General Services Administration secured many of 
them from the armed services. I saw them in their warehouses this 
summer, and I will measure them in terms of about a quarter of ! 
square acre. I think they testified that there was enough there to las 
the Government for the next 2 or 3 years. 
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neans Mr. Srone. Metal containers. 

ich is Mr. Tuomas. Cardboard. 

‘than Mr. Puitires. And metal, too. 

ath Mr. Tuomas. Yes; that is, the cabinets. 

10 of Mr. Pumiuirs. Y ou want a transfer cabinet , you want a steel cabinet 
‘ithout the follower block; is that right? 

Mr. LonereLtow. Yes; we are not buying them. 

Mr. Putures. W ithout rollers and follower block. 

Mr. Loneretitow. At Columbus, Ohio. 

Mr. THomas. Where is that set out in your justification? It is set 
ut in the justification, but I cannot put my finger on it. 

Mr. Lonaretiow. I think it is on page 3-37. 

Mr. TuHomas. You want 147 people in 1956 against 147 people for 


your 
that, 


OFFICE OF ASSISTANT ADMINISTRATOR FOR ADMINISTRATION 


| We will insert page 3-31 of the justifications in the record at this 
point. 
(The matter referred to is as follows:) 


The Office of the Assistant Administrator for Administration formulates and 
that, ecommends to the Administrator general policies and plans for VA-wide appli- 
reas ation pertaining to (1) purchasing and supply, (2) office operations and 
ndministration, and (3) security. This office advises and assists the heads 
f the departments and other top officials in connection with these activities 
pnd appraises for the Administrator the effectiveness and economy of these 
yperations; operates the security program VA-wide, including the granting of 
files? pecurity clearances, initiation of investigations, supervision of hearings, and 
he final determination of actions on security cases based on a review of all the 
them pvidence in each case. It is responsible for the housekeeping and service func- 
re are ions incident to the maintenance of central office, and for the management 
f the VA supply fund. This office directs special studies and research in 
4.00) rograms, practices, and techniques in areas for which it is responsible to 
‘the pvaluate their application to the VA. The Assistant Administrator for Adminis- 
p Uke ration serves as fair employment officer and director of disaster relief for 
he VA and is the principal representative of the VA with the General Services 
T re- dministration and other agencies, both public and private, in connection with 
ing it Meetee above activities. 
= The following table reflects the distribution of average employment by or- 
anizational element within the Office of the Assistant Administrator for Admin- 
them. [stration for the fiscal years 1954, 1955, and 1956: 


1 and >not eagles eiallisialinmanaeiictmiaiintameeie a 


» | 
4 or) | Actual, | Estimated, | Estimated, 
F ‘ | fiscal year | fiscal year | fiscal year 


ic In 


go to 


| 1954 1955 1956 
ye but -—-- —————_____—__—— — 
rchas )ffice of the Assistant Administrator ___- 


Me ‘tt a Service 
ntem- ecurity 
: ie Pure hi ising Agent Seariey octal : 
— flice Services Division....................- a 
‘ r Inance Division 
rathe ublications Division 
‘upply and Maintenance Division 
A Records Service Center...............--.---- 





Total 


' Estimated. 
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Mr. Tuomas. For the Office of the Assistant Administrator yo 
had 1,644 people in 1955 against a request for 1,626 for 1956. 

» a6 - s 
| Reading :] 

The Office of the Administrator for Administration formulates and _ recon 
mends to the Administrator general polic ies and plans for VA-wide applicatioy 
pertaining to, (1) purchasing and supply; (2) office operations and administy. 
tion, and (3) security, and so forth. 

It is responsible for the housekeeping and service functions incident to th 
maintenance of central office, and for the management of the VA supply fund 

This office directs special studies and research in programs, practices ayj 
techniques in areas for which it is responsible to evaluate their application : 
the VA. The Assistant Administrator for Administration serves as fair en. 
ployment officer and director of disaster relief for the VA and is the princiy, 
representative of the VA with the General Services Administration and other 
agencies, both public and private, in connection with the above activities. 

T notice you have 290 people in the Publications Division agains 
an estimate of 288 for 1956. For the Supply and Maintenance Diyi. 
sion you have 99 in 1955 against 92 in 1956, and that the Chief Pw. 
chasing Agent has 34 in 1955 against 32 in 1956. 

T noticed in your wi arehouse at W ilmington, Calif., you had enough 
beds out there to supply a half dozen hospitals, and I learned that they 
had been there anywhere from 8 months to 2 years. If there is any. 
thing that you can buy overnight it is beds. They are running out of 
ev erybody* s ears. What were those 39 people in your Purchasing 
Agent’s office in 1954 and your 34 people in 1955 thinking about! 
Did they not think that perhaps they were going to supply too many 
thousands of beds, that they would have to buy them and pay th: 
expense of shipping them out to California and leaving them ov 
there 3 or 4 years before you needed them ? 

Where is your third warehouse? You have one in Wilmington 
Calif., one in Hines, Ill., and you have one in New Jersey. 

Mr. Baker. Yes, at Somerville. 

Mr. Tuomas. In that warehouse in Wilmington you are using 
about one-third of the space that you have. C ertainly you are no 
using more than two-thirds of your space in Wilmington. That i 
what I saw last November or October. 


PURCHASE OF COMMON-USE ITEMS BY GSA FOR THE VA 


Is there any money to be saved by letting the General Service 
Administration do your purchasing and your distribution of cou 
mon-use items? Of course, your perish: able foods ought to le 
bought locally at your 160 or 170 stations, hospitals, domiciliary 
homes, and what not. 

Mr. Keusry. Our people made a study of that and they reported 
about 6 months ago. 

They, of course, do operate through the General Services Admit: 
istration for a certain percentage of their supplies, and, of cour 
buy from the Federal schedule of supplies for another percentatt 
of their supplies, but the greatest part of their purchases are fo! 
perishable foodstuffs and medicines, and it has been found that, t 
some extent they can purchase to advantage through GSA. Thi 
does not say that they are not utilizing the facilities of GSA wher 
they can to advantage. 
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Mr. THomas. What items can you purchase cheaper than the Gen- 
eral Services Administration, that is, common-use items ¢ 

Mr. Kersey. In common-use items that probably would not apply. 

Mr. Tuomas. That is what I am addressing myself to. 

Mr. Kersey. I would not say on common-use items that we could 
purchase them for Jess than GSA commonly buys them. Those are 
the ones we now get from GSA. 

Mr. Hierey. Yes. 

Mr. Tuomas. What are you getting from GSA now? 

Mr. Kensry. They are not purchasing perishable supplies which, 
of course, comprise a very large percentage of our supplies. 

Mr, Troms. They ought to ‘be bought loc ally. 

Mr. Kersey. Yes, sir, and certain canned goods, different types 
of vegetables, and so forth, are purchased accor rding to the seasons in 
different parts of the country. 

Mr. THomas. That is the way GSA buys them, and that is the way 
every wholesale grocer buys them. 

It looks like to me with your three warehouses and the very big 
freight hauls to get to them, and with GSA in every locality, that you 
could save a little money by turning over your purchasing to them of 
your common-use items with the exception of perishables, meats, 
fats, and local vegetables which certainly ought to be bought locally. 
Why can you not save some money by having GSA buy ‘those com- 
mon-use items ? 

Mr. Ketsry. In every area where there is an indication that money 
can be saved our purchasing agent works with GSA. 

Mr, Troms. With 3 warehouses, 1 of them on the east coast, 1 of 
them on the Pacifie coast, and 1 in Illinois, you are going to have big 
hauls to get. to them and to reship supplies to your various installa- 
tions. 

Mr. Hictry. There are several items involved in that, Mr. Chair- 
man. Let us put common-use items to one side for the moment be- 
cause we are getting most of them locally. 


INVENTORY IN THREE WAREHOUSES 


Mr. Toomas. They did not buy all of those beds that you have lying 
out there that you should not have bought. 

What is your total inventory in your warehouses now ? 

Mr. Hictry. I wonder if those beds were purchased in connection 
with the building of hospitals. 

Mr. Tuomas. I imagine that is going to be your justification, but 
you certainly should not have bought them a year and a half to 2 years 
hefore you need them, because with an item like that you could pick 
up the telephone and get all you need. 

Mr. Baker. The inventory at December 31, 1954, was as follows: 
At supply depots, $21,970,000; at other stations and in transit, $14,- 
808,000; a total of $36,778,000 in all. 

Mr. THom. 1s. How does that compare with your day-to-day pur- 
chases at your local installations? What is the total figure on an 
annual basis of your purchases by your various hospitals and homes 
that you get from local sources? You have $35 million in the ware- 
houses, but that is a very small part of what is bought locally on an 
annual basis, is it not? 
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Mr. Baker. During the 1954 fiscal year we distributed to all of oy 
stations $130,819,000. 

Mr. Tuomas. I am talking about what is bought locally now. 

Mr. Baxer. I am afraid that I do not have the local purchases y 
the moment, sir. 

Mr. THomas. Can anybody come up with an approximate figure’ 

Mr. Baker. I could get that for the record, Mr. Chairman, but I 
not have the local purchases here at this time. 


TRANSPORTATION COSTS OF VA 


Mr. Toomas. You have a transportation unit in here. Where is it! 
What was the amount of your freight bill last year? TI remember see. 
ing some reference to it here. 

Mr. Hictry. That would be 03 on page 3-6, Mr. Chairman. 

Mr. Tuomas. It comes under your Administration here. 

Mr. Hietry. It is on page 3-6, Mr. Chairman. 

Mr. Tuomas. You have a unit here under the Assistant Adminis. 
trator for Administration, a unit on transportation. 

Mr. Ketsry. There is a brief explanation of it, Mr. Chairman, o 
page 3-40. 

Mr. THomas. I remember, it is quite brief. 

Mr. Ketsry. That covers the costs of freight, express, parcel post, 
crating, handling, drayage, demurrage, and incidental charges to 
local transportation. 

Mr. Tuomas. No; that is not it either. You have a little unit i 
there somewhere on transportation. 

What is the amount of your freight bill ? 

Mr. Baker. You mean agencywide? 

Mr. THomas. Yes. 

Mr. Baker. The amount of transportation costs for freight, expres: 
and drayage during the fiscal year 1954 was $761,461 from all appro- 
priations. 

Mr. Tuomas. That is for 1954. What was it for 1955 ? 

Mr. Baker. We estimated that as $726,834. 

For the current fiscal year, 1956, we are asking for $659,608, for 
the 1956 fiscal year. 

Mr. Tuomas. How did you arrive at those figures? I do not see 
any occasion for them going down in 1955 and 1956 against 1954. You 
were in the middle of your construction program, and you had mor 
beds and more material to ship at that time so you were shipping more 
supplies and more materials. I am not talking about the moving of 
household goods for your employees, nor your employee transfers, 
nor beneficiary travel. 

Mr. Baxer. No, that is not included in these figures, Mr. Chairman. 

Mr. Tuomas. Well, using a round figure of $700,000, how much of 
that freight bill can you save by letting GSA do your purchasing and 
your distribution of common use items ? 

“ Mr. Loneretiow. Locally and nationally I do not think you woull 
save any of it. The Administrator of Veterans’ Affairs, Mr. Higley. 
and Mr. Mansure of GSA have gone into this matter of GSA 
purchasing. 

Mr. Tuomas. If you have three warehouses, you have to back-ship 

all over the United States from those three warehouses. GSA has 1? 
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wareliouses over the country. Certainly they can make savings on 


Piransportation costs. If you can get around that you will have to 


do better than I can. 

Mr. LonereLtow. We find, as a matter of actual experience, that 
we save money by cutting down on the number of warehouses. We 
had more of them at one time. 

Mr. Tomas. I am talking about your transportation cost. 

Mr. Lonerettow. That is a factor in it. We have our chief pur- 
chasing agent, Mr. O’ Neill, who is standing by, and if there is anything 
in this field that you would like to have him go into in detail we will 
be glad to have him come up. 

Mr. Tuomas. I would like to hear him. 

Mr. Lonerettow. He did not come up, but he is standing by, and 
we will be very glad to get him up here. 

Mr. Tuomas. If you have to ship an article to your warehouse at 
Hines, I1., and then have to ship it from there over to South Dakota, 
there is bound to be a big freight haul charge which you are going to 
eliminate if you have 12 warehouses all over the country against hav- 
ing 3 of them, from the point of view of transportation cost. There 
is no getting around that. 

Mr. Keusey. In 1952, GSA made a determination of what the trans- 
portation costs would be if the VA nonperishable foods were distrib- 
uted through the 12 GS.A stores, instead of through the 3 VA supply 
depots. 

Assuming that VA would continue to handle medical items that 
indicated that there might be an annual savings in transportation costs 
both inbound and outbound of $16,879. Giving consideration to the 
question of intangible items, such as auxiliary moves of less than 
carload and less than truckload shipments. There first appeared to 
be a balance of savings in the study by GSA approaching $80,000, but. 


/ when the facts were analyzed and corrected mathematically the actual 
/ savings amounted to somewhere around $16,000. 


Mr. Tuomas. Figures always mean what you want them to, and you 
can always get the right figure, but you cannot get around the fiscal 
facts. that your haul is cut down by 200 to 400 miles. 


ANNUAL COST OF PERISHABLES BOUGHT LOCALLY 


Do you have some approximate figure of what you spend on an 
annual basis for perishable foods and other items that you buy locally 
at your 170 or 175 installations? 

Commander BieELow. About $5 million on perishables. 

Mr. Tuomas. That you buy locally ? 

Commander Biertow. Yes, sir. 

Mr. Tuomas. The other 95 percent you bought out of your ware- 


| houses ? 


Commander BigEtow. No, sir; 10 percent. 

Mr. Tuomas. That does not sound right to me. 

Commander Biertow. The provisions estimate is $50 million. The 
experience is that approximately 10 percent is the type of commodity 
that is shipped from the depot. 

Mr. Tuomas. Then you buy 90 percent locally and 10 percent out 


of your warehouses ? 


Commander Bieretow. Yes, sir. 
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Mr. Tuomas. And you have in your warehouses some $35 millioy 
in inventory ? 
Commander Bicetow. That is not just for provisions, sir. 
Mr. Hictry. The point I wanted to make in that connection, Mr, 
Thomas 
MEDICAL SUPPLIES 


Mr. Tuomas. What is your medical supply item this year? 

Mr. Baxer. For medical supplies? 

Mr. Tuomas. Yes; for medical supplies. What is that based on, 
Mr. Baker ? 

Mr. Baker. It is, roughly, $30 million, Mr. Chairman. It is $29. 
557,000 for medical and dental supplies. 

Mr. Tuomas. I do not know why we are commingling those. 

Mr. Pures. Mr. Thomas, I think there is a little difference of 
opinion as to what that covers. What figure do you have, Con. 
mander ? 

Commander Bicetow. It is $56 million. Our estimate of all other 
supplies is $56,996,000 for inpatient care. 

Mr. Tuomas. What part of that is medical supplies, $29.6 million! 

Commander BigeLtow. I would have to check that, sir. 

Mr. Tuomas. You have $50 million for food ? 

Commander Bicrtow. Approximately $50 million for food. 

Mr. Tuomas. And your other supplies run around the same amount! 

Commander BigeLtow. About $6 million more for all other supplies. 

Mr. Tuomas. From the way you have it set out, $29.6 million is for 
medical supplies. What that item covers, I do not know. 

Commander BieeLow. It is $29.6 million for drugs, medicines, and 
medical supplies and about $20 million for all other supplies exclud- 
ing provisions. 

Mr. Tuomas. What is the other $6 million for? 

Commander BigeLow. Fuel, sir. 


VA RECORDS SERVICE CENTER 


Mr. Tuomas. Let us look at the records center. You have 147 em- 
ployees for 1955 as against 147 for 1956. [Reading:] 

The VA Records Service Center serves as the VA organizational element for 
housing, maintaining, and servicing noncurrent records pending ultimate dis- 
position. 

Where is that center located ? 

Mr. Lonereitow. It is in Columbus, Ohio. 

ry * vet) . . 

Mr. THomas (reading) : 

The estimates for fiscal year 1955 and 1956 have been based on actual experi 
ence during fiscal year 1954 and the estimated number of linear feet of records 
to be accessioned (using the actual inventory of records located in field stations 
and central office as a basis for this projection). 


PERSONNEL OF RECORDS CENTER 


What is your total cost now for your records center, personnel and 
other objects ? 

Mr. Lonerettow. At the present time we are down to 129 personnel 
at. the records center, and there is to be a further decrease. 

Mr. Tuomas. You do not need that 147 that you have set up in the 
estimate ? 
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\r. LoNGFELLOwW. No, sir; it is down to 129 now. 

Mr. Tuomas. Can you cut it down further / 

Mr. LoNGFELLow. Yes, sir. 

Mr. Tuomas. How much further ? 

Mr. LonGrettow. I cannot state at the moment, Mr. Chairman. 

Mr. Tuomas. What kind of a job are you doing with reference to 
your neighbor over there, the General Services Administration, in 
handling these records ¢ 

Mr. LoncreLtow. We are transferring more and more records to 
the General Services Administration for storage in their Federal 
records centers, 

RENTAL COST OF RECORDS CENTER 


Mr. Tuomas. What is your rent bill on this warehouse in toto? 

Mr. Lonerettow. It is a GSA building. We do not pay the rent. 
We do not know what it is. 

Mr. Tuomas. How many square feet do you have? 

Mr. Lonerettow, Two hundred fifty-four thousand and fifty-four 
square feet. overall, with 201,251 square feet of usable space. 

Mr. Tuomas. What rent does the General Services Administration 
pay on that ? 

Mr. Loneretitow. It is Government owned. 

Mr. Tuomas. It is one of the new fireproof buildings ? 

Mr. Lonerettow. No, sir; it was purchased in 1946 by the Veterans’ 
Administration. 

Mr, THomas. What did you pay for the building? 

Mr. Srone. $700,000, plus $70,000 for the lot, or a total of $770,000. 
Later an adjoining plot of ground, which had a filling station on it, 
was purchased for $30,000, making the total purchase price $800,000. 
The filling station and plot of ground are currently being used for 
servicing and parking trucks by the Post Office Department. It is 
worth $2,500,000 today. 

Mr. THomas. You better sell it and take a profit. 

Mr. Lonerettow. GSA has it now. 

Mr. Putiures. You better sell it. 

Mr. THomas. What do you figure the proper rent charge is against 


that property ? 


Mr. Lonerettow. GSA tells us it cost $144,000 to maintain and to 
operate it and for heat and light and janitor service, everything, 
fiscal year 1954. 

Mr. THomas. What part of the square footage are you using? 

Mr. Lonerettow. I just gave the basic figures. 

For records we are using about 158,400 square feet, and the Depart- 
ment of Veterans Benefits has an office there. 

Mr. Stone. We havea regional VA office with a medical clinic there. 

Mr. Tuomas. You have the other 65,000 square feet ? 

Mr. Stone. No, only 11,755 square feet and they have given 11,622 


| Square feet to the Internal Revenue Service, 4,400 square feet to the 


Army engineers and the Treasury Department 500 square feet. 

Mr. Tomas. What becomes of the other 15,000 square feet ? 

Mr. Loneretiow. It is being used by GSA for boiler plant, garage. 
service station, and administrative offices. 
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Mr. Tuomas. What would be the proper charge against this ree. 
ords center if you were paying the minimum rent, which is about 7) 
cents a square foot for that _— 

Mr. Sronr. I would be about $2 to about $2.50 a square foot jy 
Columbus. 

Mr. Tuomas. Is this an office building? 

Mr. Strong. It was loft space and converted into an office building 
in 1946. 

Mr. Tuomas. Ifow much money was spent on the conversion / 

Mr. Stone. About $713,000. 

Mr. T HoMAS. In addition to your $770,000. 

It is worth about $2 a square foot, and you are using 158,000 square 
feet for records, so you come out with a total cost of what, figuri Ing it at 

32 a square foot ? 

Mr. Stone. About $300,000. 

Mr. Tuomas. For rent alone. 

Mr. Srone. Yes, sir. 

Mr. Tuomas. What would your personnel and other objects cost! 
You have $15,400 set up here for travel. 

Mr. LONGFELLOW. The travel is for the whole office for the Assistant 
Administrator for Administration. That is on page 3-38. That is 
for the whole office of the Assistant Administrator for Administration, 
that travel. 

Mr. Loncre.iow. It has nothing to do with the Records Center. 

Mr. Tuomas. I thought it was part of the VA Records Servic 
Center, but I guess that is travel for the whole office. 

Mr. Lonere.tiow. Yes. 


SALARY COST OF RECORDS CENTER 


Mr. Tuomas. What is your salary cost for your 147 employees’ 

Mr. Lonerenttow. I would like to come up with a figure on that. 
We do not have it readily available, Mr. Chairman. 

Mr. Tuomas. I will help you. What is your average cost. per 
person? We will do a little quick arithmetic. 

Mr. Srone. The total salary cost is $500,037 a year. 

Mr. Tuomas. Does that include other objects, too? You have rent 
of building, $200,000, and heat, light, and water is another $100,000, 

Mr. Sronr. That would be included in the $2.50 a foot. 

Mr. Tromas. That would be included in it ? 

Mr. Srone. Yes, sir. 

Mr. Frromeas. You have an approximate figure of half a million 
dollars ? 

Mr. Sronn. Yes, sir. 

Mr. Tuomas. Can you not turn all of that activity over to a 
General Services Administration and get rid of it and certainly «' 
out a duplicating cost? It will not be 100 percent savings by any 
means because the General Services Administration will have a sizable 
cost, but can you not save at least $250,000 a year by turning it over t0 
the General Services eee lock, stock, and barrel ? 

Mr. Lonerretow. I do not think so. We are moving, or disposing 
of, by authority of Congress, as much of these rec ords as possible, 
and there is no saving in moving it from one agency to another. We 
are seeking the disposal of it. 
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Mr. Tuomas. Certainly you do not need to have this virtual ware- 
house space in an office building. You have certainly a bad loss there. 
You ought not to be paying, by : any yardstick, more than 75 cents to $1 
i square foot for that kind of space. 

Mr. Lonerettow. This figure of $2, or whatever it is, is an estimate 
of what it might bring. 

Mr. Srone. It is just a comparison with Columbus rents located 
there in that vicinity. 

Mr. Tuomas. Where is it located in the city ¢ 

Mr. Sronr. Three blocks from the Deschler-Hilton Hotel. 

Mr. THomas. Downtown 4 

Mr. Srone. Yes, sir. 

Mr. Tuomas. It is some of the most valuable space in town ? 

Mr. Stone. It is right across from the Central High School and the 
Veterans Memorial Center. 

Mr. Tuomas. Is it a multistory building ¢ 

Mr. Stone. It is a 4-story building, including basement. It has a 
half basement, or it is half underground. 

Mr. TuHomas. You certainly have too much money tied up in rent 
here for that purpose. 


CoMPARISON OF VA PuRCHASING AND WAREHOUSING OPERATION 
Wrrn GSA Operation 


Mr. Hietry. Mr. O'Neil, the purchasing agent, is here, and I think 
you might like to talk to him, with partic ular reference to purchasing 
and warehousing, on the subject that we have been talking about. 

Mr. Tomas. Yes; tell us about this subject. What are you doing 


and what headaches do you have? 

Mr. O’Nett. With particular reference to GSA and what we get 
from them, and what we buy directly from them, we are in the dis- 
tribution business. Is the question as to why we operate a centralized 
distribution program ? 

Mr. Tuomas. Yes. 


SAVINGS OBTAINED THLROUGH VA PURCHASING SYSTEM 


Mr, O’Nem.. The simple and quick answer is because our operation 
saves the taxpayer $2 million a year over the next best available 
operation, 

Mr. Toomas. Why ? 

Mr. O’'New. Through carefully controlling our cost of oper ations. 
The entire depot cost “of the depot system of the Veterans’ Admin- 
istration, ineluding its centralized purchase program and maintenance 
and operation of its warehouse system costs is 714 cents per dollar of 
vools moving through them as compared to about 15 cents for the 
hext best sy stem. In addition, our gross purchase cost savings for 
example run substantially over 16 percent overall on foods and 50 
percent on drugs. 

Mr. Tomas. Are there savings to be effected by letting the General 
Services Administration do the warehousing and purchasing of 
common use items ? 

Mr. O’New. No, sir; it would cost the Government $2 million yearly 
ulditional in distribution costs. 
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Mr. Tuomas. Where do you get that figure of $2 million ? 

Mr. O’New. From comparative costs of operation; the VA costs x 
compared to those of GSA. 

Mr. THomas. Can you buy common-use items any cheaper than thy 
General Services Administration / 

Mr. O’Net. We believe that we do; yes, sir. 

Mr. Tuomas. Believing what you do and what the facts are are ty 
different things. What are your total purchases a year, dollarwise? 

Mr. O’New. The Veterans’ Administration total purchases lay 
year were $123 million. 

Mr. THomas. And for your warehouses ? 

Mr. O’Netx. $24 million. 

Mr. Tuomas. What were the total purchases for the General Serr. 
ices Administration ? 

Mr. O’Nert. About $59 million last year was their annual busines 
through their stores program. That included certain items such x 
fuel that we do not include in our total. ~ 

Mr. Tromas. About twice as much as yours? 

Mr. O’Nerzt. Approximately twice our depot volume: yes, sir. 

Mr. Tuomas. Most of your big purchases come under two headings, 

canned goods and the fresh- food item, and then about $29.6 millio 
a year for drugs. That is the big volume of your warehousing deal. 

Mr. O’Net. The $29.6 million includes dr ugs, dental supplies, and 
medical supplies which we handle through our entire VA distribu 
tion system, stations, and depots. 

Mr. Tuomas. $64.5 million in excess of your total operation, ther, 
in the warehousing ? 

Mr. O’Netu. Those figures are in excess of our depot volume ani 
includes purchase by stations as well as central purchases for depots 

Mr. Tuomas. Where do you get your figure that on that amount oi 
business you will save $2 million doing it ‘yourself rather than letting 
the General Services Administration do it? 

Mr. O’Nerz. Mr. Thomas, we have determined this based on ow 
administrative overhead costs which are $2 million a year below thos 
of GSA. 

Mr. Tomas. What was your business before you came to tle 
Government ? 

Mr. O’Netn. I was a merchant. 

Mr. Tuomas. Where? 

Mr. O’Neit. Henderson, N. C. 

Mr. Tuomas. What type a business were you in / 

Mr. O’Neu. I was a retail hardware merchant. 

Mr. Tuomas. What was your annual volume? 

Mr. O’Net. I also did mill wiring, and construction in addition | 
that. 

My annual volume ran around $100,000 a year. 

Mr. Tuomas. That is a nice business. 

Mr. Kresl, one of the organizers of the Food Fair, a chain-stor 
system that is doing in the neighborhood of $350 million to $400 mil: 
lion a year business, tells this committee that he thinks the Gener! 
Services Administration could take over not only the Veterans, but tle 
armed services on common-use items, and save considerable fund: 
Mr. Kline, who is, I understand, the administrative assistant to Gel: 
eral Woods of Sears, Roebuck & Co., made a similar statement. 
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Mr. O’Nei. Mr. Thomas, may I answer that this way: The only 
osts a Mpasis for comparison which we have is on the basis of the facts of past 
history and present costs of operation, 
an the The General Services Administration has, of course, proposed that, 
they handle subsistence for us. They have proposed that they would 
make certain purchase savings. Their own presentation on this shows 
re two fthat they would not make this saving on the VA volume of business at 
ise? Hal] because VA already makes those savings. 
S las Mr. Tuomas. Again Mr. Kresl testified that the larger the whole- 
sale purchasés the lower the price. 
Mr. O’Netw. That is not always correct, Mr. Chairman. There is a 
point of diminishing returns. 


Serr: Mr. Tuomas. Who am I to question an organization which only did 
$350 million worth of business last year ¢ 
Sines Mr. O’New. I believe the committee misunderstood him because 


ich afi/there is a point of diminishing returns at which the volume in itself 
Praises the market rather than lowers it because the size of purchases 
actually limits competition. 
Mr. Tuomas. If you get to the point of inflation, yes. 


dings, Mr. O’Nem. No; I mean getting to the point of overloading the 
iillion {market with orders too large for small business to bid on. 

eal. Mr. Toomas. Well, that is inflation. Of course, I am not talking 
s, and fabout that. 


stribu- Mr. O’NetL. It is evident im the market when any large buyer goes 
in for volume of merchandise that there is an upward swing in the 
, then, narket. 
Mr. THomas. Provided the demand is greater than the supply. 


e and Mr. O’Nem. We have definitely found that there is when big orders 
jepots limit competition. 
unt off Mr. Tomas. Pinpoint that $2 million to which you referred ¢ 
letting Mr. O’Nen. I pinpoint it on the basis of the record, sir. 
‘ Mr. Toomas. Where is the record? 
mn oul Mr. O’Netw. This is an analysis 
thos Mr. Tuomas. If your record in purchasing is exemplified by your 


California warehouse, I am inclined to think that you are costing 
‘othe the taxpayers a whole lot more than you are saving. 

How many square feet are there in your warehouse in California? 

Mr. O’Netm. May I give you this cost comparison first, sir? 

Mr. Tuomas. Yes, go ahead; do whatever you want to do. 

Mr. O’New. I have specific figures here, sir. 

This is an analysis of the hearings last year before your committee 
of the cost of operation of the stores distribution system as presented 
in the budget of the Federal Supply Service. 

jon t This is an analysis of our own cost of the VA depot operation, in- 
cluding exactly the same factors. 

If you will note on the second page, that in 1954, it cost GSA 16.44 
percent on their total sales volume. 


-store For 1955 it cost 15.2 percent on their total sales volume. 

1) mil: The exactly comparable figures of the Veterans’ Administration 
enerilfmecepot distribution system show 8.1 percent for 1954 and 7.54 percent 
ut theeor that cost of operation in 1955. 

funds Mr. THomas. You mean your total cost ? 

) Gell: 


58616—55—pt, 2——15 
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Mr. O’New. In 1954 and 1955, the total cost, yes sir, of our supply 
depot distribution system—per dollar of sales. 
oughly the cost of operation of the centralized procurement anj 
distribution system of the Veterans’ Administration is $2 million. 
It would be roughly double that cost if the GSA did it for us base 
on their reported cost of operation. 


GSA OVERHEAD COST 


Mr. Tuomas. You mean that their overhead is higher than yours! 

Mr. O’New. That is correct. 

Mr. TxHomas. In purchasing you stated that you could purchas 
cheaper than they could? 

Mr. O’Nem. You did not ask me the question could we buy cheaper 
than the Federal Supply Service. It is a difficult question to prove 
for the simple reason that we do not buy the same things. 

In the area of subsistence, canned foods, we can clearly show that 
we do buy subsistence lower than their store pays item for item. 

Mr. THomas. What do you mean by their store purchases? We 
are talking about the cost at the factory, which is the same plac 
you buy. 

Mr. O’New. The only cost that concerns us is what it costs to put 
the food in the kitchen of a hospital. That is the total cost of the 
item, and the cost that you buy at at the source, while it is material, 
is not the governing factor. 

Mr. Tuomas. You have a point there. It is the ultimate cost of 
the article at the place of use that ought to be the determining factor. 
How much cheaper do you say you can do it than General Services! 

Mr. O’New. At least 714 cents on the dollar. 

Mr. Tuomas. Their cost runs from 13% to 15 percent, and yours 
from 7 to 714 percent ? 


COMPARISON OF COSTS ON SELECTED ITEMS 


Mr. O’New. We made a study for the Hoover Commission ani 
developed certain facts to present to them. 

They asked for certain comparative items; for example, in the area 
of textiles we found 14 items which VA handled, which the Federal 
Supply Services also handled, and which were substantially the same 
item. 

Mr. Tuomas. What, for instance, sheets? 

Mr. O’Net.. Towels and pillowcases, and items of that nature. 

We further found that the VA used $449,000 worth of those items 
during the 6 months’ period ending December 31, 1954. 

Had the VA obtained its requirements of these 14 textile items 
through the GSA stores VA would have paid $66,300, or 14.7 percent 
more. 

Mr. Tuomas. Break down that saving. How do you arrive 
that ¢ 

Mr. O’Net. That is the actual delivered cost at the station. 

Mr. Tuomas. Well, now, let us start at the beginning on one 0 
these towels. For what did you buy them? How many dozen at 
a time did you buy and what did you pay for them in whatever unit 
you bought, and what did GSA pay for the same towel ? 
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You had 14 items. Let us list what you paid at the factory and 
what GSA paid for them. 

Mr. O’Net. I have those specific items, 

Mr. Tuomas. All right. 

Mr. O’Netw. The item was towel, crash cotton, 17 by 36 inches. 

Mr. THomas. What weight? 

Mr. O’New. That towel was Federal specification DD-T-511. 

Mr. THomas. That is of the same weight and the same size? 

Mr. O’New. The same specific item. 

Mr. Tuomas. What did you pay for them at the factory and what 
did the General Services Administration pay for them? 

Mr. O’New. The VA paid 14.94 cents each. 

Mr. THomas. What did General Services pay ? 

Mr. O’NeEw. 19 cents. 

Mr. Tuomas. In what year? 

Mr. O’Neit. The period was the 6 months between September 1953, 
and February 1954. 

Mr. Tuomas. These were not items that you contracted for in ad- 
vance with a little inflation ¢ 

Mr. O’NEtL. No, sir; we do no speculative buying as such. 

Mr. Tuomas. Were your bids put in at the same time? 

Mr. O’Netw. No, sir; there have been no specific deliveries—— 

Mr. sae, When did you put in that bid with reference to 
delivery ? 

Mr. O’Net. I cannot tell you. 

Mr. THomas. Fourteen cents against nineteen cents is about a 30- 
percent increase. That does not exactly ring a bell. 

Mr. O’New. There were 14 items. 

Mr. Tuomas, All right; what were the other items? 

Mr. O’NetL, Bedspread, cotton, using the same identical Federal 
peaeeonene We bought them at $1.9489, and GSA paid $2.02 for 
them. 

Mr, THomas. What is the date of that? 

Mr. O’New. The specific date within that period I do not have. 
ae anaes. What quantity did you buy of the towels and of the 
sheets ¢ 

Mr, O’Nett. These were items of which we had made purchases 
over a period and also GSA. 

Mr. Puitiies. What kind of items? 

Mr. Tuomas. Cotton towels. 

Mr. O’New. These are cotton textile items. 

Mr. THomas. Do you show what quantity you purchased and what 
quantity the General Services Administration purchased ? 

Mr. O’Nem. We used 35,049 during that period. 

Mr. Tuomas. How many did General Services buy ? 

Mr. O’New. I do not know, sir. 

Mr. Tuomas. Of course, those are your big items, towels, sheets, 
and pillowcases. 

Mr. O’Nett. The other item was bedspreads. 

Well, of coufse, it is on your big items that you make or break 
yourself, because 10 percent of the items of the GSA system, or any- 
7 else’s system, will account for at least 70 percent of the dollar 
volume, 
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Mr. Tuomas. Let us see what the other items are. 

Mr. O’Ner. They were small items, buttons, pearl designed with 
2-hole, 2-line buttons, using Federal specifications. We paid 73, 
cents a dozen. 

Mr. Tuomas. What is the date on that? 

Mr. O’Net. In the same period, but I do not have the date, | 
can supply you the dates of the purchases if you would like to have 
them. Ido not have the specific dates now. 

Mr. THomas. Was this bought from the manufacturer? 

Mr. O’Nem. All of these were purchased during the period of 
September 1953 to February 1954, 

Mr. Tuomas. Go ahead. 

Mr. O’Net. We paid 734 cents, and GSA paid 9.4 cents for that 
same item. 

This price was the price delivered into our depots, and the GSA 
price is the price delivered into the warehouses, their storehouses, 

Mr. Tuomas. Are you buying this stuff close to your warehouses! 

Mr. O’Nem. No, sir. It does not make.any difference where it 
comes from. The price that we are concerned with is the delivered 
price. We have had repeated instances in which California, for 
instance, delivered tomatoes into our Somerville, N. J., depot at a 
price cheaper than we could buy them in the East. We are not 
concerned with what it cost at the supplier. We are concerned with 
what it costs at the point we are going to use it. 

Mr. Tuomas. You are giving the items with freight included? 

Mr. O’Nrit. These prices are the prices delivered into the first 
points of storage, just as GSA’s are. 

Mr. Tuomas. All right, go ahead; what are your other items? 

Mr. O’Nem. There were 14 items, bedspreads, 2 items of buttons, 
washcloths, table pad flannel, towels, and pillowcases. 

Mr. Tuomas. What about your pillowcases, what was the quantity 
and what was the date on those ? 

Mr. O’Neit. That was in the 6 months mentioned, 135,000 pillow- 
cases in the VA, and roughly 270,000 in a year. In the same period 
we paid 48.9 cents for those pilloweases, and GSA paid 51 cents each 
tor those pillowcases. 

Mr. Tuomas. They were of the same identical specifications ? 

Mr. O’Net. Yes; they were of the same identical specifications. 

Mr. Tuomas. All right; go ahead. 

Mr. O’Neit. We only used items here on which it could be estab- 
lished that they were the same items. 

Sheets, cotton sheeting, unbleached. There were 2 items of then, 
and 6 items of thread and 2 items of towels. 

Mr. Tuomas. What about your other items and what did you pay 
for them ? 

Mr. O’New. For thread, No. 60, 6-cord, 500-yard spools, Federal 
specifications, VT-276-B, we paid 17 cents in the VA, delivered at 
our depots, and GSA paid 22 cents. 

Mr. Tuomas. There is a 30-percent spread there, is there not? 

Mr. Evtns. Are these the only items you studied ? 

Mr. O’New. We made a study of them; yes. 
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COMPARISON OF FOOD COSTS 


Mr. Tuomas. Let us see some of your standard food items. What 
are your three big food items? 

Mr. O’Nem. Just a minute, Mr. Chairman. 

| think they would be peas and pineapples. 

Mr. Tuomas. Do you stock flour now, or do you buy that locally ¢ 

Mr. O’Nem. We buy it both ways. We handle some flour in our 
depot. 

Mr. Tuomas. What about your sugar and your flour, and one of 
your canned vegetables ? 
’ Mr. O’Nett. I am sorry; I do not have those by item here with me. 

Mr. Tuomas. Did you just bring some items where you were a 
little bit under and you did not bring some items where you were 
over, or what is it? 

Mr. O’New. No, sir. 

Mr. TuHomas.. Why did you bring those items and not bring the 
others? 

Mr. O’Net. I have a summary on subsistence items an@ can fur- 
nish the detail if you wish. 

Mr. Tuomas. Well, did you purchase any items where you paid 
more than the General Services Administration paid ? 

Mr. O’Ner. In this study we found none in textiles but did find 


| some in foods. 


Frankly, on our study on comparative foods it was extremely dif- 


‘ficult for us to make any comparison, because GSA handles food in 


some of its stores, and in some of its stores it does not. Their prices 
vary from store to store, and so it was difficult to make a specific 
comparison. 

Ilowever, we did make a certain comparison on a certain num- 
ber of items, 387 items in which there were specific shipments to 
VA stations from the depot, for items which were available from 


the regional store of the GSA, supplying that particular station. 
= ’ J its 


Now, of those items we found 192 to be similar or comparable to 
those available from GSA. 

We found that in the Denver GSA store area the VA would have 
spent 10.6 percent more for their food had they drawn it from the 
Denver store than they had to pay for the same things which they 
withdrew from VA depot during that period. 

' Mr. Tuomas. Where did they draw them from, Wilmington, or 
Jenver ? 

Mr. O’Nem. From Hines. 

Mr. Toomas. They would have paid 10.6 percent more? 

Mr. O’Netn. Yes. 

Mr. Toomas. And that includes everything ? 

Mr. O’Net. Yes, that includes everything. 

In the GSA Washington depot area the differential was only 2.6 
percent below that of the Somerville VA depot for deliveries to the 
Perry Point hospital. 
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VA WAREHOUSES 


Mr. Tuomas. What rent are you including in your overhead cos 
of the Somerville warehouse? 

Mr. O’Net.. We include no specific rent. We include the cost of 
the maintenance of the plant. 

Mr. Tuomas. What do you have there, 250,000 square feet ? 

Mr. O’Netu. Somerville is over 400,000 square feet. 

Mr. TxHomas. But you do not have it all? 

Mr. O’Netu. No, we do not. 

Mr. Tuomas. How much do you have of that 400,000 square feet? 

Mr. O’Net. That is what we have. 

Mr. Txomas. 400,000 square feet? 

Mr. O’Net. Yes, sir. 

Mr. Tuomas. You are using about two-thirds of it, and you ar 
paying no rent? 

Mr. O’Net. That is correct; we pay no rent. 

Mr. Tuomas. How much space do you have in Wilmington, Calif. ! 

Mr. O’Ner. In Wilmington, Calif., we have 286,000 square feet. 

Mr. THomas. How much rent are you paying on your warehouse in 
Wilmington ? 

Mr. O’New. We pay only the cost of maintenance. I do not have 
that figure here. 

Mr. Tuomas. Well, if you had to rent it, you would be paying any- 
where from 75 cents a square foot to $1.25 a square foot. 

Mr. O’Neu. It is included in the actual total VA cost for rent and 
utility services. 

Mr. THomas. You are not paying any rent at Somerville and you 
are not paying any rent in California. Are you paying any rent in 
Illinois? 

Mr. O’New. We own the plant in Illinois ourselves. 

Mr. Tuomas. How many square feet do you have in Illinois! 

Mr. O’Ner. Three hundred and seventy-five thousand square feet. 

Mr. Tuomas. Three hundred and seventy-five thousand square feet! 

Mr. O’Net. Yes, sir; 375,000 square feet. 

Mr. Tuomas. You have 375,000 square feet, 400,000 square feet, and 
286,000 square feet. 

Mr. O’New. We carry in that 714-percent cost. of operation 4 
$216,000 figure for depreciation, which is our offset figure in the com: 
parative cost. 

Of course, that item is not in the appropriation because that. is:not 
handled in cash, but for comparative-cost purposes it must. be carried, 
and for our 3 plants we carry a cost factor of $216,303 a year « 
reflected in the 714-percent cost. 

Mr. Tuomas. You are getting free rent amounting to anywher 
from $700,000 to $1,250,000 a year? 

Mr. O’Net. That is correct. 

Mr. Tuomas. Which you are not accounting for? 

Mr. O’New. We are accounting for it to that extent in our cost 0! 
operation, as I have indicated. _ 

Mr. Puituirs. What do you mean by “to that extent”? 

Mr. O’New. The depreciation is a factor of cost of all plants owned 
by the Government and we consider that in computing our cost 0 

operation. 
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Mr. Puiuirs. Do you depreciate the warehouses that you use at 
the same rate that the GSA depreciates its warehouses? 

Mr. O’New. They do not have depreciation in their cost. 

Mr. Puiuies. You put that in lieu of rental ? 

Mr. O’Nem. Incidentally, in this GSA cost of operation just re- 
ferred to, no rental’ cost for Government-owned buildings is in that 
16 cents. 

Mr. Putxres. What? 

Mr. O’New. No rental cost is included in that 16-cent cost of GSA. 

Mr. Tuomas. I think the cost of doing business that you have as- 
signed to the General Services Administration is a little high. I 
am trying to put my finger on it here in this year’s estimate, 1f you 
will excuse me here for just a minute. 

Mr. O’Netu. We took that from pages 1565, 1567, 1568A, to 1569B 
of the report of the hearings before this committee last year. It is 
difficult to compare this because the budget presentation is not the 
same for each agency. 

To be comparable they must include exactly the same items of cost 
or expense and, as presented, they do not include that. 

In cost of operation which they refer to in their cost of stores opera- 
tion they do not include their administrative cost of purchasing of 
their supplies or related costs such as their janitors or guards, account- 
ing, utilities, and so forth. We include all of those in our quoted 
cost. 

OVERALL COST OF OPERATION 


*. Tuomas. Your overall cost for 1955 is what figure, did you say, 


Mr. O’Nem. 7.54. 
. Tuomas. And that includes the first delivery ? 
. O’Nem Including the first delivery to the depot that is; yes, 


*. THomas. What expenses do you have beyond your first delivery, 

ris that included in your original statement of 7.5? 

Mr. O’New. The total VA cost includes delivery of the supplies and 
the cost of operating supply at the VA stations. 

Mr. THomas. Is that cost included in your overall figure of 7.5 
percent 

Mr. O’Nem. Not in that 7.5 percent. 

Mr. THomas. How much is that now? 

Mr. O’Nem. We are now comparing one specific thing, the total 
administrative cost of VA supply against another cost that is not com- 
parable in the Federal supply system cost. Their costs do not, of 
lem include the costs of supply operation at VA hospitals and 
offices, 

Mr. Tuomas. Percentagewise, what does that make your overall 
ost come to? 

Mr. O’Nem. The entire cost of operating the supply program and of 

ost of performing every supply service in the Veterans’ Administration is 

2.3 cents on the dollar of goods handled. 

Mr. Taomas. You have jumped up from 7.5 to 12.3 cents. 

pwned Mr. O’Nem. You asked a different question. You asked what the 


ost of i cost of the supply program depots and stations, as I understood 
Dt, was, 
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Mr. Tuomas. Yes, and you said 7.5. 

Mr. O’Netw. I said 7.54 percent is the cost of the VA centralized 
distribution program; that is the overhead cost of the depot system. 
Incidentally, the only excuse for any centralized program, is that it 
saves money over the cost at which a station could do the job for itself, 
There is no other excuse for a centralized distribution program of any 
kind. VA centralized program is an entity in itself and is justified 
only on its savings; it costs 7.5 cents on the dollar for it alone. 

Mr. Pures. I still do not understand. What else is there but 
the centralized procurement and distribution of different commodi- 
ties that you buy to the different installations that use it? There. 
fore, why is not 121% cents your figure / 

Mr. O’Net. In addition to our centralized program there is the 
supply program within the stations themselves which handles the 
goods after they arrive at the individual hospitals and offices, 

Mr. Puisirs. Are you giving the chairman a figure of 714 cents 
for the internal distribution in a hospital ? 

Mr. O’Netu. No, sir. The total cost of 1214 cents on the dollar is 
the total including the 714 cents for our depot system I previously 
mentioned. 

Mr. Tuomas. The General Services Administration’s cost is 15.9 
per unit, for each $100 of sales for the fiscal year 1956. You have 
stepped up your cost here from 7.5 to 12.3 cents. Do you have any 
other cost ? 

Mr. O’Netn. No, sir, I have not stepped that cost up. I would like 
to correct that very clearly because the total cost of the centralized 
distribution program is only 7% cents per dollar of goods moved 
through that centralized program. 

Mr. Puituirs. Not including this delivery ? 

Mr. O’Netu. Yes, including the delivery to the depot but not in- 
cluding any station supply operations. 

Mr. Puicires. We have no figure of that kind for GSA; we have no 
comparable figure for GSA. 

Mr. Tuomas. He is talking about everything that comes into and 
goes out of the warehouse. 

Mr. Pumutrs. No. In the 71% cents figure none of it comes into 
his warehouse. The 71% cent figure is the internal cost. 

Mr. Tomas. Your 714 cent figure is to your warehouses, and then 
when you distribute it to the installation users it runs up to 12.3 cents! 

Mr. O’New. That is correct, and the station cost is there no matter 
who supplies it. If GSA supplies the station our cost for station 
supply operations is still there. The 12.3 figure referred to the over- 
all cost for all VA activities engaged in supply; central office, depots, 
and stations. 

Mr. Tuomas. How did you arrive at your original figure of 7.5! 
Does that include direct shipments? 

Mr. O’Netw. No, sir, we did not include those. 

Mr. Tuomas. You do not have direct shipments, do you? 

Mr. O’Nem. Yes, sir; we do. In the case of about half of our 
subsistence, there are staples suitable for direct distribution, and we 
have found that private enterprise has distribution systems wit! 
which they can deliver cheaper than we can, and we use them, and 
there is no cost except the buying cost. 
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Mr. Tuomas. Do you do the buying locally, or do you permit local 
installations to do the buying ? 

Mr. O’Net. We will let them supply whatever needs they can so 
long as it saves the Government money. 

Thirty percent comes through depot systems, something like 10 
percent through GSA warehouses and depots, and 20 percent is 
through VA supply depots. However, 70 percent of all station needs 
are met through local purchases or through centralized and drop ship- 
ment contracts. 

LOCAL PURCHASES 


Mr. THomas. You say 16 percent is obtained from VA contracts, 
and 54 percent is purchased locally by hospitals and stations. That 
is 70 percent. Does your organization in Washington do the buying 
locally ? 

Mr. O’Nem. The local installations do their buying. On the 16 
percent we make sure that they get it at the lowest cost by making 
centralized contracts providing for direct t delivery to the stations. 
They then purchase against these contracts as they need the items. 

Mr. THomas. You have no further say whatever in the 54 percent 
that is purchased locally and is delivered locally ? 

Mr. O’Net. I would not say we have no say whatever. Our say 
is to teach them proper buying methods, and to assure their effective- 
ness in use. 

Mr. THomas. How are you going to teach them to buy 100 pounds 
of fresh turnip greens when — man gets a price of ‘10 cents and 
the other gets a price of 11 cents? W hat are you going to teach them ? 

Mr O’New. We cannot sit here in W ashington and buy those tur- 
nip greens for him as effectively as he can himself. 

Mr. Tuomas. Well, how do you teach him to do it? 

Mr. O’Nett. There are many ways, of course, that you teach them, 
Mr. Chairman. You give them preferred procedures, for instance. 

Mr. THomas. You are giving them procedures, but do you not give 
them a little coordination too? 

Mr. O’New. When it is locally purchased he must buy competitively 
and award to the lowest bidder. 

Mr. Tuomas. You are sure that there is no cost in this local pur- 
chase charged into your administrative costs at all, and that there is 
no credit taken at all? 

Mr. O’Nett. None whatever. 

Mr. THomas. What about that 16 percent you purchased and issued 
contracts for ? 

Mr. O’Ner.. Yes; there is some administrative purchase cost which 
is included in on those items which we buy centrally. 

Mr. Tromas. Is that included in your total of 12.3 cents? 

Mr. O’Netw. Of course, everything i in the way of supply adminis- 
trative costs is included in that 12.3 cents. 

Mr. Toomas. And the 16 percent of the total that you buy and ship 
direct, that is included in there, too? 

Mr. O’Net. The cost of buying that is; yes, sir. 

Mr. Tuomas. What are the elements of cost charged to them there, 
and what do you charge to the local installation ? 

Mr. O’Ne. None of that cost is charged to the local installation. 

Mr. Tomas. What charge do you make against it, then? If you 
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are as good as your records indicate, I am trying to help you out. If 
not, I am trying to show you up. So, my double questioning here js 
quite obvious. *It excited my imagination when you > from 
7.5 to 12.3 a minute ago right quick. ‘Go ahead, Mr. O'Neil. 

Mr. O’Net. The specific cost of contracting for that 16 percent is 
low. Actually, I think that there are two people engaged in buying 
foods for direct shipment. Well, to get a total, centrally we buy for 
direct shipment about $7 million worth of foodstuffs a year. One of 
the largest items is coffee. Although last year it ran almost $5 million, 
this year it appears that the cost will be nearer $3,500,000. 

Mr. Tuomas. Referring to your local purchasing cost for all of 
your 170 installations, what does it add up too, and how does it com- 
pare to your centralized purchasing cost? 

Mr. O’Nett. The total cost of all elements of supply in the program 
of the Veterans’ Administration ? 

Mr. Tuomas. I want a separate table that will show what it costs 
you to buy locally the entire 50 percent of the purchases in your 170 
installations. You say not a dime of that cost is added to your 12.3 
percent overhead. 

Mr. O’Nett. When you say purchase, what it costs us to buy, you 
mean the cost of—the actual purchase, how many people are involved 
in this? 

Mr. Tuomas. All items that go into the cost. You have given the 
items, you ought to know how much money they are spending. 

Mr. O’Netw, I know how much they are spending. 

Mr. Tuomas. Just tell me. 

Mr. O’Net. Roughly, our stations are spending $100 million a 
year for supplies and equipment; more accurately about $93 million. 

Mr. Tuomas. They commit $93 million? 

Mr. O’Netr. Yes. 

Mr. Toomas. About 80 percent of it ? 

Mr. O’New. About 70 percent of the money. 

Mr. Tuomas. Very well, go ahead. What are the administrative 
costs involved in that ? 

Mr. O’Nei. For 1954, for the hospital supply program we spent 
$10,326,316 for administrative costs. 

Mr. THomas. That was the hospital program ? 

Mr. O’Nett. The supply program, the total hospital supply program. 

Mr. THomas. Well, what about your domiciliary home and outpa- 
tient clinics and your regional offices and all these other installations! 

Mr. O’Net.. I can give you the overall costs. 

Mr. Tuomas. That is all right; give it to us any way you have 
the figures. 

Mr. O’Net. The field program of the insurance department cost 
$164,250: veterans’ benefits, $1,320,840. 

The Department of Medicine and Surgery, $10,326,316, plus 
$514,000 for domiciliary homes, which totals $10,840,443. 

Mr. THomas. What would the total build up to, twelve-million-plus 
dollars? 

Mr. O’Netn. $12,325,533. 

Mr. THomas. What is your total bill? 

Mr. O’Nei. Of the Office of Chief Purchasing Agent? 

Mr. Tuomas. Yes. 





1031 


Mr. O’Net. That would be roughly 

Mr. THomas. Including the “Other objects” ? 

Mr. O’Newu. Or do you refer to the centralized buying program ? 

Mr. Tuomas. You have 2 elements here of that cost; you have 2 
organizations operating, and you have a purchasing agent, purchasing 
and supply in the other divisions here, too. 

Mr. O’New. Those two things are different. The CPA—Oflice of 
Chief Purchasing Agent 

Mr. Tuomas. ‘That is small. 

Mr. O’New. There are some 31 or 32 people in the Office of the Chief 
Purchasing Agent. I believe what you are talking about is the total 
cost of the centralized program. 

Mr. Tuomas. That is right. 

Mr. O’NetL. $1,702,000. 

Mr. Tuomas. That is $1.7 million against $12.3 million. 

Mr. O’Neiw. That is correct. That includes the entire central supply 
program; the Columbus record center, which is performed at Colum- 
bus, the centralized program including purchasing and supply man- 
agement and the supply operation for central office itself; there is a 
small staff for furnishing the needs of the central office. 

Mr. Tuomas. If you were to add that $12.3 million for the cost of 
buying, what would it make the overall figure percentagewise? 

Mr. O’Nem. Add that to the figure I have given you for the field 
cost ¢ 

Mr. Tuomas. Your $1.2 million. 

Mr. O’New. Percentagewise—that is, the $1.7 million to the 

Mr. Tuomas. To the $12.3 cost of purchase in the field, what would 
your overall figure be; would it still be 12.3? 

Mr. O’Net. 12.3 percent, the total overall cost of the total supply 
program adds up to 12.3 percent. 

Mr. Tuomas. I do not understand it that way. The cost of your 
warehousing is 12.3 percent. 

Mr. O’New. No; the cost of the centralized warehousing and distri- 
rn is 7.5 percent on an annual volume of business of about $24 
million. 

Mr. Tuomas. All right. You have not added to that 7.5 percent 
the redistribution costs to the point of the user ? 

Mr. O’Net. That is, within the station itself ? 

Mr. THomas. Now, what are you going to allow for delivery to the 
point of the user ? 

Mr. O’Net. That cost, the handling and distribution at the station 
itself, is slightly under 10 percent. The cost of the stations supply 
operations is $12,325,533. 

Mr. Toomas. You told us 12.3; now you have got it down to slightly 
under 10 percent ? . 

Mr. O’Nett. I told you that all of these things added together repre- 
sent 12.3 percent of the entire 

_Mr. Tuomas (interposing). You mean adding the cost, the addi- 
tional cost, over and above your 1.3 or 4 or 5, plus 12.3 costs you.to 
buy in the field, adds up to 12.3 percent of the total purchases? 

Mr. O’Nem. That is correct; our entire VA vainly operation adds 
up to 12.3 percent. 

Mr. THomas. Well, if your figures stand up they are certainly bet- 
ter than 15.9; are they not? 
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Mr. O’Netw. Yes, they are, and they will stand up. 

Mr. Tuomas. I was just wondering how long they would stand 
up. You started off with 7.5 and end up with 12.3, and now you are 
back to 10—— 

Mr. O’Net. But you were talking about three different things, 

Mr. Tromas. Well, we will put it like this, your Ragrierh percent- 
age for the total volume, in the field and in your warehouses, is 12.3 
percent. 

Mr. O’New. That is correct. 

Mr. Tuomas. For administrative costs? 

Mr. O’New. That is correct. 

Mr. Tromas. Of course, that does not include anywhere from $1 
million to $1.250 million rent? 

Mr. O’Netu. No, that does not, but neither does the comparative 
GSA costs I gave you. Incidentally, you must not overlook the fact 
that regardless of who provides the depot support of the stations, 
the station cost is there, and the only comparative costs are the— 

Mr. Tomas (interposing). But in your figure of 7.3, that includes 
the fair rental, of at least $1 million to $1.250 million—well, let. us 
say, $750,000 to $1.2 million ? 

Mr. O’New. No, sir; but neither do they for Government-owned 
space. 

Mr. Tomas. You are sure about that? 

Mr. O’New. Not in that comparison I gave you; I am positive 
of that. 

Mr. Yares. Can these two figures be compared, about which the 
chairman has asked you; can a direct comparison be made? 

Mr. O’Nem. Yes; there is a direct comparison. 

Mr. Tuomas. The General Services Administration has two sets 
of figures, and in all fairness to them, I had better read in the other 
one, from a table here on page 143 of the 1956 budget justification. 
They have a total cost per $100 of sales, 15.9 percent. I am not sure 
that they are not talking here about rental and related costs. So 
they do charge space costs here of 4.18 percent; and they have an- 
other item here of operating expense of 12.8, so that they do charge 
space cost here of 4.18 and then they have another item here of opera- 
ting expense of 12.8, which makes a total of 15.9. 

Then on page 145, they use a different figure in 1956, the unit of 
measurement in sales from stored stock, including the fuel yards, unit 
cost per $100 is 7.75. 

Mr. O’Newm. Yes. That only includes stores operation but not to 
confuse you with the two figures 

Mr. THomas. You are not confusing me. Let me see how you can 
straighten these two figures out. 

Mr. O’Nei. The comparable VA depot. cost, to that direct stores 
cost of operation in the GSA is a little under 5 percent. I included 
all administrative costs; accounting costs, utility costs, guards, the 
overhead of the centralized purchasing, and planning in the 7.5 per- 
cent. The comparable VA direct-depot costs to GSA’s direct stores 
operating cost is less than 5 percent. 

Mr. Tuomas. I do not see how they jump that cost from 7.75 wp to 
15.9. There ought not to be that much spread between the purchasing 
and the'delivery to the stores and then from the stores to the ultimate 
consumer. 
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Mr. O’New. Unless you analyze exactly what is in the cost figures, 
it is pretty hard to compare them. 

Mr. Tuomas. Their cost ought to be the same, that is, the items cost 
ought to be the same as yours. 

Mr. O’Net. But we know they are not. I mean, the items that go 
into them; we know that our costs are substantially under theirs and 
we can show it on a positive comparative basis because any analysis 
that you want to make—— 

Mr. Tuomas. I do not quite get the distinction between the 15.9, 
their own figure, and the other figure of 7.5. After all, so much 
physical handling to be.done and so much buying cost to be done, and 
when you get through there is no difference in your operation and— 
except as you pointed out so far—there is little difference in cost, for 
the same purchases. 

Mr. O’Nem. Now, in there—and I do not have the book before me 
of what they said last year, but they broke out their costs this way: 
They had an item of stores operation which only covered their ware- 
housing, that is, their direct labor cost for handling of the goods and 
a number of their other operations—and I noticed that there was none 
of their accounting costs in their direct-stores operation; there was 
nothing like that as it was carried under the Controller’s budget. 
Now, they have different items in their budget for various portions 
of their depot operations. Some of these items which they carry as 
separate costs but which are proper charges to the cost of depot opera- 
tion are: direct-order purchases, cost of | space, rents, utilities, janitor 
services, testing- 

Mr. Toomas. Of course, that is the smallest of the costs. 

Mr. O’Ne. It is over $2.5 million for janitor, guards, rents, utili- 
ties, and fire fighters. 

Mr. Tuomas. After you deliver and get it in the warehouse is when 
7, costs run up. 

. Vursetn. Are these costs comparative costs on delivery of the 
sume ty pes of articles of merchandise? If they are not, then General 
Services, in comparing costs on other stuff, may be for the heavier 
articles which are harder to handle; and you might have a difference 
there, 

Mr. O’New. In one area only can we compare exactly the same item, 
and that is the area of food. Medical supply, however, in commercial 
practice, is one of the most expensive; that is, one of the highest costs 
to warehouse and distribute, lies in the medical items. 

Mr. Tuomas. Would your percentage costs go up where you had 
the centralized purchasing of 70 percent of goods bought locally by 
the VA? 

Mr, O’Nem. Would our percentage of costs go up? 

Mr. Toomas. Would they go up or go down or would it affect it in 
any way ? 

Mr. O’Net. They would go up. 

Mr. Tuomas. How much? 

Mr. O’Nem. I do not know. We believe they would go un because 
those items that we buy locally are those items which we can buy 
locally cheaper than we can buy them centrally and put them through 
the warehouse system, and deliver to the stations. 

Mr. Tomas. Of course, those are mainly perishable things that you 
could not warehouse any way ? 
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Mr. O’New. Much of that is perishable food. The meatpacki 
industry has developed unquestionably an outstanding system. Every 
town has its packing outlet. 

Mr. Tuomas. If you buy about one-third—and I believe that is what 
the records show 

Mr. O’Netu. Yes; that is right. 

Mr. Tuomas. And the other two-thirds is bought locally, would 
your cost of overhead go up proportionately ? 

Mr. O’Net. It would be difficult to say. We would have to finda 
way to keep the cost down. Just to ask would it go up. I do not knoy, 
Just to take an item, for instance—— 

Mr. Tuomas. I am talking about your overhead costs. 

Mr. O’Net. Let us take one of the biggest items in our overhead— 
our overhead cost would not—that is, the strictly overhead cost. The 
depot distribution cost would. Take one item of perishable meat prod- 
ucts; we would have to try to redesign the warehouse system in order 
to handle that item. 

Mr. Tuomas. It stands to reason that you are going to double the 
amount of business you are doing, and the probabilities are that you 
may not double your overhead; you would come to about 75 or 8 
percent of it. But even at that, that would not run your figure up 
as high as the GSA, if I have the right figure from the GSA. 

Mr. O’New. Let us, on the other hand, just look at private industry 
for a few minutes. Small business frequently operates at a less cost 
of operation than big business. 

Mr. Tuomas. Yes. 

Mr. O’Nem. You may increase the cost sometimes by going into 
a larger business and it does not necessarily hold that the way to 
reduce cost is to increase business. The way to operate a business is 
to keep your cost down in relation to the business that you are doing, 
and that is what we are trying to do. 


SAVINGS IN COST BY PURCHASING LOCALLY 


Mr. Tuomas. Mr. Klein testified very specifically in here—— 

Mr. O’Netw. Yes; I know Mr. Klein. 

Mr. Tuomas. He is a director of Food Fair Stores, Inc., and he 
stated that the General Services Administration is buying food 
cheaper than his firm can buy it, on some items of purchase. 

Mr. O'NEAL. We are about 16 percent under them. 

Mr. Tuomas. You are what? 

Mr. O’Nem. We are about 16 percent under them. 

Mr. Yates. You know that asa fact? 

Mr. O’Netm. Yes. 

Mr. Tuomas. On what? In the purchase price you pay for sup- 
plies, you buy 16 percent cheaper than Food Fair? 

Mr. O’Nem. Right. 

Mr. THomas. What items for instance? 

Mr. O’Netw. That is an overall average. In the purchase of any 
foods, there are forces which fluctuate in price. Nobody knows; no 
buyer knows absolutely and positively that he is buying goods al 
the lowest point in the market for the period he wants to buy. None 
of us do. All buyers buy against each other. The only ultimate way 
to measure is on the basis of an average, because you cannot always 
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foresee a market break, or a market change. You cannot foresee in 
the area of canned goods, for instance 

Mr. Tuomas. How can you buy 16 percent cheaper than Food Fair, 
when they do at least. 10 times the volume that you do, and on your 
canned goods, all of you are going into the market practically at the 
same time to get in on a particular year’s pack, so how do you arrive 
at the figure of 16 percent ? 

Mr. O’Nem. We made this survey, a nationwide survey, and we 
made it by going out and having the staff at the local hospital level go 
out as if they were going to buy locally on the quantities that that sta- 
tion would require, and simultaneously we went out nationally, and 
on the same items, we then compared those prices with the prices the 
stations would have obtained with the price that the station could 
buy the item from the GSA, and the price that we could buy it and 
deliver it to the point of use. 

And we established that we could purchase food items 16 percent 
below the next best method of buying of those three. Now, our cost 
involved—which we have added to that 

Mr. Tuomas. Of course your words disprove your original state- 
ment of 16 percent. Of course, these big chains like Food Fair and 
all the rest of them, might have at least three intervening corporations, 
making their profit, before they reach the big stores and when you 
say you buy 16 percent cheaper than they 

Mr. O’Nett. Let me say this: As you said, Mr. Klein said that GSA 
was buying cheaper than Food Fair 

Mr. THomas. In many items. 

Mr. O’Nen. If that be the case, we can definitely establish that we 
are buying on the average of 16 percent less than GSA. So then it 
would follow that we can buy 16 percent cheaper, on many items at 
least, than they can buy. That, I do not know 

Mr. THomas. Would all of your items average up to 16 percent; 
that is, buying the same thing that the GSA buys; that is, 16 percent 
lower? 

Mr. O’Net. No, sir. 

Mr. Tuomas. Where do you get that figure of 16 percent then? 
If it is not on the 14 items? 

Mr. O’NEw. Those are specific items on 102 items of food. 

Mr. Tuomas. What are they? Of the 102 items of food, what items 
are 16 percent cheaper than General Services and Mr. Klein’s Food 
Fair? 

Mr. Yares. You have 102 items of food. Are there more items of 
food than the 102? 

Mr. O’Nem. Centrally, that is approximately the number of staple 
food items that we handle through our depot system. 

Mr. Yates. One hundred and two? 

Mr. O’Netw. There is a total of 156 items. 

Mr. Yates. How did you happen to pick out the particular 102? 
Are these the ones that had the biggest difference ? 

Mr.O’Nem. We could not get bids on all of them. 

Mr. Tuomas. What are some of those big items that you buy 16 
percent cheaper than General Services ? 

Mr. O’Nem. Peas, beans, canned pineapple, corn, tomatoes—the 
staple commodities. 
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Mr. Tuomas. Do all of you buy from the same source or from whom 
do you buy your supplies? 

Mr. O’Netw. We buy at the time of the pack. 

Mr. Putuires. These are all canned goods? 

Mr. O’Netu. They are all processed. 

Mr. Tuomas. It is my understanding that everybody goes into the 
market at about the same time to get any year’s pack. 

Mr. O’NeEw. I cannot say what GSA is doing now. In the past they 
did not purchase at the time of pack. I cannot say whether they are 
today or not, but they were not. 

Mr. THomas. From whom do you buy your canned goods? 

Mr. O’New. We buy principally from the packers themselves. 

Mr. Tuomas. Who are the packers? 

Mr. O’Net. Oh, the larger ones, Stokley, Van Camp, Hunt Foods, 
Libby, McNeil & Libby. Many others. 

Mr. Tuomas. In other words, the standard brands, nationally adver- 
tised goods? 

Mr. O’New. Not necessarily nationally advertised, except that we 
get only acceptable items based on Government specified standards. 
The Department of Agriculture inspects them for us at the time of the 
pack, at the time they go in the cans. 

Mr. Tuomas. Same specifications and everything ? 

Mr. O’New. The same specifications. However, in the past, GSA 
has not followed that method of buying. In their proposal to us last 
year, they pointed out that there would be substantial savings to them 
if they did buy in that volume at the time of pack; however, whether 
they started buying in that manner or not, I do not know. 

Mr. Tuomas. Are you getting any surplus commodities from the 
Department of Agriculture? 

Mr. O’Netu. Yes; we use a substantial quantity of butter. 

Mr. Tuomas. Is that the only item ? 

Mr. O’Netm. That is the only item we get from them. 

Mr. Tuomas. Does General Services Administration buy any butter 
or other surplus commodities from Agriculture ? 

Mr. O’Nett. I do not know, sir. I doubt if they could if the same 
conditions apply. For instance, for us to get any product from sur- 
plus, from the Department of Agriculture, we must first certify that 
we have obtained, through normal sources of trade, the usual quan- 
tities that we consume. Now, since GSA consumes none, I doubt 
whether they could make such a certificate. We obtain them directly 
from the Commodity Credit Corporation. 

Mr. Tuomas. Well if your figures are accurate, you are certainly 
entitled to some credit here, and if your figures are accurate, you ought 
to take over GSA. 

NUMBER OF VA WAREHOUSES 


Mr. O’Net.. I would like to point out one thing which Mr. Long- 
fellow brought up in connection with our new depot system; and that 
is why we have three depots. 

Mr. THomas. Yes? 

Mr. O’Net. Rather than a greater number, since you raised the 
question, 
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That came about through a process of elimination, attempting to 
reduce the cost of oper ation of the depot system while, at the same 
time, providing still for the maximum of service to the stations. 

Mr. Toomas. Let’s see, you had five depots ? 

Mr. O’Nett. At one time, seven. 

Mr. Tuomas. Where were they ? 

Mr. O’New.. One in Horseheads, N. Y.; one in Montgomery, Ala. ; 
one at Perry Point, Md.; one at Somerville, N. J.; one at Wilmington, 
Calif.; and one at San Francisco. 

Mr. Tuomas. Seven instead of five? 

Mr. O’Net. Those have been reduced through analysis of costs 
and through distribution studies. The cost of putting the item in 
the station is the total—I mean, the final cost at the point of use. Our 
investment in terms of inventory is governed by the time lag that is 
involved in getting it there. 

So it was obvious, of course, that we can operate 3 depots cheaper 
than we can operate 4, providing, of course, we can still give them 
the same service. We have so developed our inventory control, our 
ordering and distribution cycle, that today 76 percent of the stations 
get deliveries within 2 days from their servicing depot. 

Mr. Tomas. How often do you turn the stock in your depots? 

Mr. O’Ne. Depot stocks will average about 7 to 8 months supply 
ata time. We carry longer stocks at the depots in order to get the 
maximum turnover at the stations. We only carry in the depot Sys- 
tem those items on which it is possible to buy economically in volume. 
On these items we back up the station stocks with larger quantities in 
the depots. For instance, in food, we buy a year’s stock at a time. 

Mr. Tomas. You mean in canned goods? 

Mr. O’Nem. In canned goods, yes. 

Items such as sugar and | flour, we turn once every month or so. 


INVENTORY AT WILMINGTON, CALIF., WAREHOUSE 


Mr. Tuomas. I notice that you had far more beds and mattresses 
and pillow slips and sheets than you could possibly say grace over, at 
some of the warehouses, and I am thinking particularly ‘of the one at 
Wilmington. Do you have an inventory list here for the W ilmington 
warehouse ? 

Mr. O’Netn. No. 

Mr. Tuomas. Why all those beds and mattresses? 

Mr. Hietry. When did you look at it, Mr. Thomas? 

Mr. THomas. The last of October. 

Mr. Hietry. Could they have had them for Sepulveda? 

Mr. O’Nem. They were there probably for Sepulveda. 

Mr. Tuomas. I understand that they have been there for about 18 
months. Obviously you were buying for the 2 installations out there, 
or the 3 you had, but why would you buy mattresses and beds so far 
in advance and go through all of the cost of warehousing them and 
everything else when they are common-use items, no scarcity about 
them @ 

Mr. O’Nem. The only way, however, to open a hospital on a 
scheduled date is to control the flow of the hospital supplies into that 
hospital. If you depend upon a thousand suppliers to get those items 
out there at the right time, you will substantially hold up the final 
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opening time of the hospital if you keep giving them different ship. 
ping dates when the contractor is delayed for this or that reason. 

Mr. THomas. How does that come under the contract? He has to 
deliver the hospital to you, but so far as the furnishing is concerned, 
he is not doing that ? 

Mr. O’Nem, I think you are also aware of the fact that there has 
not been a single hospital delivered by a contractor at the date of the 
initial schedule to be delivered in this entire construction program. | 
think I am right about that. 

Mr. Tuomas. All of them have been late? 

Mr. O’Neit. They are all late for one reason or another. Noy, 
when one is late, you cannot expect the manufacturer to hold up his 
beds, or delivery of any other shipment to you, particularly when 
there are several delays. 

Mr. THomas. Are they late a year, or a year and a half? 

Mr. O’Nei. Some of them have been that late. 

Mr. Yares. A year late? 

Mr. Tuomas. I thought you had a penalty provision in there 
covering delivery ? 

Mr. O’Nei. Actually to allow them 

Mr. Tuomas. Do you collect the penalty or do you take the blame 
for the slow-down in delivery ¢ 

Mr. Epear. Well, it depends upon the circumstances; there may be 
priorities and there may be so-called acts of God, freezing weather and 
so forth, which interferes. 

Mr. Tuomas. Well, you are fine merchants and we have enjoyed 
talking to you. And if your figures are correct 

Mr. O’New. I would be happy to prove them. 

Mr. Tuomas. Sears and Roebuck or Food Fair will be looking for 
you pretty soon. 

Mr. Evins. I should like to commend the gentleman for his testi- 
mony, and to say that I have been impressed with his statement. 


TRANSPORTATION COSTS OF CENTRAL DISTRIBUTION SYSTEM 


Mr. Yarers. You stated that you had reduced the number of ware- 
houses from 7 to 3 because you felt you could save money by doing so. 
Does this take into consideration the transportation costs / 

Mr. O’Nem. Yes, very definitely. 

Mr. Yares. That is one of the factors you took into consideration in 
coming to your conclusion that you could operate the warehouse sys- 
tem with only three ? 

Mr. O’Netu. Yes. 

Mr. Yates. More economically and efficiently than otherwise? 

Mr. O’Net. To verify that factor, we made a special comparative 
cost study, and found that the savings in overhead operating costs 
exceeded the additional transportation costs by $500,000 a year. 

It is obvious, I think, to everybody that the more depots you have, 
the closer you are to the point of use, and the lower your transporta- 
tion costs of delivery from warehouse to station must be. However. 
the inbound transportation to the depot is equally a factor, and the 
lowest possible total transportation cost, and the fastest service results 
when you can achieve the maximum number of full carloads, or full 
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truckloads into the depot, and the maximum number of full car- 
loadings and full truckloadings out of the depot to the station. 

In the Veterans’ Administration the whole central distribution 
system is built upon the concept of achieving service at the lowest 
overall cost of distribution. 

Kighty-nine percent of all of the goods going into the depot and 
out of the depot to the field stations, are in full truckloads or full 
carloads. It 1s through this method that we obtain the rapid delivery 
and the low cost of transportation with only three depots. 

Mr. Tuomas. You are talking about the lowest cost. 

Mr. O’Net. Yes. 

Mr. Tuomas. There was something that I saw, something that I 
remember, and that was in each one of these warehouses, you ‘had just 
about twice as many employees as General Services Administration 
had. If my memory serves me correctly, in the Wilmington Depot 
you had 68 employees, and 13 of the 68 were in the paint shop alone. 

(yet out your record and see if my memory is correct. 

Mr. O’Net. That is possible, but remember in order to get the 
overall GSA figure you must multiply their single depot by 12 and 
VA’s by 3 

Mr. Tuomas. I am talking about the number of square feet for 
each one of these warehouses. I am talking about warehouses; you 
had one of 400,000; another 275,000-——— 

Mr. O’New. The GSA cost per square foot in terms of personnel 
isalmost double ours. 

Mr. THomas. You have twice as many employees in your ware- 
house as they had in theirs. Turn to your Wilmington warehouse, 
and see if the total employment is not 68, and see if 13 were not in 
the paint shop. 

Mr. Hietey. Did you get the number in their place / 

Mr. Tomas. Yes. Actually, you were about 55 to 60 percent higher 
ineach one of them. 

Mr. Hietey. I thought perhaps there might have been a coffee break. 

Mr. THomas. I imagine there was. 

Mr. O’Net. I do not have the Wilmington figures with me. 


COMPARISON OF VALUE OF BUSINESS 


Mr. Tuomas. Going to another item, and I am again relying on 
my memory but it seems to me that the business done out of eac +h one 
of these warehouses, of comparable size to the GSA, would be just 
about twice as much, and you have more employees. 

Mr. O’Net. No; we are doing about two times more per depot. 

Mr. YATEs. How much ? 

Mr. O’Nem. We are doing about 2 times as much, about 2 times the 
volume out of each of our depots. 

Mr. Tuomas. What is your volume of business out of Wilmington / 

Mr. O’Net. In Somerville, N. J.? 

Mr. THomas. Yes. 

Mr. O’Nem. Roughly, $10 million annually from Somerville and 
about $3 million to $7 million from W ilmington. 

Mr. Tuomas. Theirs is running five or six million dollars, as I 
remember ; or it may be 7. 

Mr. O’New. You were talking about our New Jersey depot ? 
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Mr. Tuomas. I was talking about Wilmington. 

Mr. O’Net. I believe our volume is larger. 

Mr. Tuomas. In that area, it is about $4 million you mean? 

Mr. O’Net. I do not have a specific analysis of it but believe it to 
be 3 or 4 million. 

Mr. Tuomas. Do you have your employee record here for Wilminyg. 
ton ? 

Mr. O’Net. Not broken down. 

Mr. Yates. But you took that into consideration in the comparison 
you made? 

Mr. O’Netn. My cost figures reflect that, in the answer I made to 
the statement, but I do not have the detail data on Wilmington alone, 
at my fingertips. 

Mr. Tuomas. Well, you can get the information from the record: 
can you not? 

Mr. O’Nen.. Let us look at it this way. The GSA does $55 million 
worth of business through their 12 stores and that will average a little 
over $414 million. 

Mr. Tuomas. It was more than $55 million; it is nearer $125 million. 

Mr. O’Netu. For their stores? 

Mr. Tuomas. Their direct purchases at stores—and stores is around 
$130 million. 

Mr. O’Netz. Our direct purchases would run up to around $131 mil- 
lion; the purchases were $123 million last year. But we are talking 
only about the goods that are centrally procured for depots through 
the centralized depot system; that is, through the depot system; an 
in that, their figures last year were about $55 million, and they included 
coal. We do not include coal, which should come to some $12 million. 

Mr. Tuomas. What is your distribution through stores? Around 
$25 million ? 

Mr. O’Nem. Roughly, $25 million; and divided into 3 would be a 
average of a little better than $8 million per depot. 

Mr. Tuomas. Their stores alone were $66 million ? 

Mr. O’New. And one-twelfth of that would be about $5.5 million. 

Mr. Tuomas. Let me see how that figures down. They do about 
21% times the business you do. Is there : anything to be gained in the 
nearness to the point of user, in delivery time ? 

Mr. O’Nett. From the gathering point 

Mr. Tuomas. Accumulation of inventories by virtue of distances! 


SAVINGS IN TIME AND FREIGHT RATES 


Mr. O’Netw. I just showed you the difference in speed with which 
the delivery is made. I would like to say that the Veterans’ Admin- 
istration, on the average, delivers from Hines, IIl., to Denver, Colo., in 
less time than the GSA delivers, on the average, from their Denver 
store to the Denver installation of the Veterans’ Administration. 
And that is generally true throughout the country, in our experience. 

Mr. Tuomas. In your experience ¢ 

Mr. O’Net. In the VA’s experience, that we deliver from ou! 
depots to the point of use, the VA’s station 

Mr. Tuomas. In other words, you have a yardstick, you buy 1! 
percent of your stuff from them 


Mr. O’Net. Yes. 
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Mr. Tuomas. And it takes them longer to deliver than it does you 
to travel some 700 miles ? 

Mr. O’New. That is correct. 

Mr. Tuomas. It is about 700 miles from Chicago to Denver? 

Mr. O’Neu.. I do not know. 

Mr. Yates. About that: 

Mr. O’Nem. That is generally true, on the average, in every city in 
which we have a VA station, in the same town that there is a GSA 
store. 

You might be interested, I thought, also in learning this year that 
we have reduced our overall VA dollar inventories by another $4 
million. 

Mr. Tuomas. I noticed that in your table. 

Mr, O’New. During the previous fiscal year through liquidation of 
frozen assets and inventory reductions we recovered and returned 
s8 million in cash to the Treasury. 

Mr. Tuomas. How do you make your deliveries; contract carriers 
or how ¢ 

Mr. O’New. By regular commercial carriers. We operate no de- 
livery equipment of our own; that is, in the centralized distribution 
system. 

Mr. Tuomas. That is on a day-to-day basis; do you have any regular 
schedule ? 

The General Services Administration operates on a schedule of 10 
days to 2 weeks delivery out of their warehouses to a given point. 

Mr. O’New. We deliver to some point in the system every day; 
we schedule our deliveries—— 

Mr. THomas. Your comparisons a while ago on delivery dates were 
not exactly accurate, in the sense that VA will set limited deliveries 
to different installations whereas the GSA has 1 every 10 days to 
2 weeks, 

Do you have the same type of delivery systems; that is, do you 
deliver every day, or just as fast as the orders come in or what is your 
system ¢ 

Mr. O’Nem. We deliver on a regular cycle against station orders 
placed every 60 days. We found that to achieve maximum car and 
truck loadings it was necessary that stations order their normal re- 
quirements every 60 days. Only by this scheduling can we get the 
orders large enough to obtain the maximum number of truckloads 
and carloads with the lowest inventories. 

Mr. THomas. How far are you behind in that? 

Mr. O’Nem. We are talking about the time? 

Mr. Tuomas. Yes. 

_ You use practically the same common carriers, X trucking company 
is going to deliver within 12 or 15 hours to Y town, and the same 
thing is true of GSA, is it not ? 

_ Mr. O’Nem. One of the biggest things to consider is that we deliver 
in full truckloads and in full carload-lot shipments, which go direct 
from the warehouse into the station, without any point of interrup- 
tion, whereas the bulk of deliveries from GSA come in less-than- 
carload lots or less-than-truckload trucks. 

Mr. Tuomas. GSA can also make deliveries in carload lots or by 
truckload lots, going to X hospital, can they not? 
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Mr. O’Net. Most of the stations could have their deliveries gp 
scheduled from GSA that they could come by truckloads. We obtain, 
as I mentioned, our full truck and car loads through scheduling orders 
every 60 days, and thus assure full uninterrupted movement from 
depot to station. 

Mr. Tuomas. Is there a saving on freight rates by that method! 

Mr. O’Netu. There is a substantial saving in freight rates and there 
is also, asIsaid,a big saving intime. For instance, if we were to have 
to depend upon less-than-carload lots from Hines depot, Chicago, 
to the Southwest, it would take weeks for our stations to get de. 
liveries. 

Mr. Tuomas. In the local installations where you cannot anticipate 
delivery in 60 days, do you then have to go out on the open market 
and buy those items? 

Mr. O’Net. No, not necessarily; we might make special shipments, 
most likely by express. Depending upon the weight of the items, it 
might even go by freight. We would also endeavor to ship it as a part 
of a full carload or truckload shipment going to a nearby station, to be 
reshipped, which would be the quickest way to get. it to the station, 


COOPERATION WITH GSA TRANSPORTATION UNIT 


Mr. Tuomas. What use do you make of the transportation unit of 
the General Services Administration in the District of Columbia / 

Mr. O’New. When we make moves in any size; they are negotiated 
by the GSA for us under section 22 rates for the special tariff. Gen- 
erally we work out with their advice and assistance under section 22 
special rates for the supply depots. 

Mr. Tuomas. Have you had any criticism in the last 3 or 4 years 
from the General Accounting Office on your shipments, bills of lading! 

Mr. O’Net. I do not know of a one. 

Mr. THomas. Would that be brought to your attention ? 

Mr. O’Nen. If it were a minor question of audit, some matter of 
that kind, it might not come to my attention. If it were of any size, 
it would come to my attention. 

Mr. Pures. What concerns me about this comparative figure is 
that I feel that the purchases of the Veterans’ Administration, in the 
large quantity items, do not compare with the purchase of similar items 
in name by the GSA. As a matter of fact, if the GSA were buying 
in large quantites for the same users that you are, their purchase 
price, their delivery price, I feel, would be closer, if not exactly the 

same; that is, they would be covering the same ground. 

In other words, you are making purchases that are largely used at 
the hospital, and are purchasing goods i in quantity and delivering them 
to the hospital, or delivering them to the warehouse, w hereas GSA 
does not do that, because they are not buying for hospitals; they are 
buying foods which are not of comparable size; and I find it difficult 
to get comparative figures. Do you see what I mean? 

Mr. O’Nex. I believe they do buy for public health hospitals—I am 
not sure. 

Mr. Puiuirs. Even so, if they buy for public health hospitals, ther 
are only some 6 of them; I believe we have closed some 4 of them. 50 
that would be a very small uantity. 

Mr. O’Nett. I would not know. 
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Mr. Pumurrs. Anyway, I have not seen anything in your testimony 
in which you have indicated item costs in very accurate comparison 
with theirs in purchases and deliveries. 

In other words, there is a question in my mind as to whether the 
comparison 1s proper. 

The other question in my mind is the fact that you get your pur- 
chases in carload lots for delivery to your warehouses and that, in 
itself, is an economy where you purchase in carload lots for delivery 
to warehouses; there is a saving there. 

And then you can deliver it by grouping items together for 60-day 
delivery and you can deliver them to any one of the units. 

Mr. O’Net. Yes. 

Mr. Puiuures. I am trying to balance in my mind where you save 
on that, because if you had more than 15 storage spaces all over the 
United States, then the cost of delivery to the warehouses would be 
much less and, in many instances, would still be in carload lots, so I 
think you have made an off-balance comparison. 

Mr. O’New. There is a transportation study in the record which we 
jointly made with GSA’s Federal Supply Service transportation 
group. This study covered moving goods, into the depots, and deliv- 
erles to stations. It showed that GSA’s in-bound plus out-bound 
transportation cost would be $16,000 less on foods than the present 
VA depot in-bound and out-bound costs. This is rather small on a 
total food transportation cost. of $400,000. 

Mr. Putuuies. You have certainly raised a most interesting ques- 
tion, one which I think we should further explore. 

Another question which comes to my mind is this matter of sur- 
pluses. I think you use a lot of butter; either bought directly or in- 
directly. Now, let me illustrate; let us take one industry, peaches if 
you want to. And I do not care whether it is peaches or something 
else; but the peach growers will determine what their next year’s crop 
is going to be; and then they will sell, under the usual marketing 
agreement and reduce the percentage they except to pick, to put on 
the market or can and process for the market. But if they find, before 
they pick those peaches off the trees, that they are going to have a 
surplus which they had not anticipated, then they will try to dispose 
of them through some contract, either with the Commodity Credit 
Corporation or with some other group like the Veterans’ Administra- 
tion. ‘Then they will put some of them in No. 10 cans; instead of 
the No. 2 or 21% cans, and in doing that, they know that they will have 
tomake a special price for that particular part of the crop. 

Now, you unquestionably have taken advantage of that and made 
an effective savings, but there is nothing comparable in that purchase 
with the GSA, but you can put that in your figures. 

Mr. O’Net. We do not understand why they cannot, since they 
have the same purchase opportunities as we. 

Mr. Puitiies. Because they have not the demand for that particu- 
lar type in that particular quantity. 

Mr. O’Netu. From:their own figures, their own survey, dated March 
1953, and titled “Federal Civil Agency Acquisition and Consumption 
of Subsistence” they determined that the civilian services of the Gov- 
érnment consume $29 million worth of subsistence a year. And of 
that, the VA obtains $12 million, less than half. 
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Mr. Putuuies. They are putting the Army in there; are they not! 

Mr. O’Neiw. Just civilian agency users, and our part was $12 mil. 
lion, according to their own survey. 

Mr. Pumps. Just offhand, where do you get the additional $ 
million; I do not recall where they could be used. 

Mr. O’Nei. Public Health, Treasury, Bureau of Prisons, the 
Panama Canal and the Coast Guard are some of the major users. | 
do not remember the others. 

Mr. Puiiirs. I am trying to get in my mind a basis for what would 
be an accurate comparison between them. 

Now, let me ask you the fourth question that is in my mind and 
that is your hospitals do quite a little local purchasing, and it is 
right that they should; certain purchases of green vegetables an( 
everything else locally, which they might purchase from the local 
area. Have you taken that into consideration in figuring the com. 
parison you made with the GSA? 

Mr. O’Nem. The items which they buy are not available from GSA. 
The GSA is always the second mandatory source. 

Mr. Pururrs. That is not what I am asking you. In arriving at 
your figures, have you taken into consider ation the local purchases 
of the veterans hospitals; have you given yourself credit for that? 

Mr. O’Net. No. 

Mr. Putters. I think you ought to consider that. I think it is an 
extremely interesting comparison, and something we should explore 
further. 

Mr. Tuomas. Why should you buy 10 percent of your total needs 
from the GSA, if you can buy your food supplies at 16 percent less 
cost. than they do; and VA’s general overhead is 2 or 3 or 5 percent 
less, why buy 10 percent from ‘them ? 

Mr. O’New. That is an interesting question. There are certain 
items which they handle for the entire government, and I do not wish 
to say that, in my mind, there is not a definite place for them in sup- 
ply in the government. 

Mr. Yates. That is quite a concession. 

Mr. O’Net. As a general thing, there are certain items which they 
can probably handle best for the entire Government. We had a joint 
study made some two and a half years ago with them, and we reached 
a mutual agreement that there is a special area in which they cat 
serve us. 

NUMBER OF ITEMS WAREHOUSED 


Mr. Tuomas. Well, the 14 items that you have detailed for us in 
the record; go down the list and tell us how many of those are stored 
in your warehouses, of any kind ? 

Mr. O’Netu. All of the 14. We have approximately 10,000 item: 
in the system. 

Mr. THomas. How many do they stock? 

Mr. O’Nett. The GSA? I do not know exactly. 

Mr. Tuomas. It may be the figure is 10,000. I have three figures 
in mind. 

Mr. O’New. I think if you will look at the two agencies’ catalogs 
you will see they are printed substantially the same, and that GSA‘ 
is considerably smaller. 

(Off the record discussion.) 
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Mr. O’New. We stock 2,500 more items than they do. 

Mr. Tuomas. You do? 

Mr. O’Nem Yes; 10,000 which is about a third more. 

Mr. THomas Then why should you buy 10 percent of your supplies 
from them ? 

Mr. O’Nem. In that one area? 

Mr. Tromas. In one area. 

Mr. O’Newm. We do not stock paper clips, for example. 

Mr. Tuomas. In one area, you buy 25 percent of your food and you 
are 16 percent better than Food Fair; why buy 10 percent from 
the GSA. Is it from love and affection? We are talking about 
dollars and cents now. 

Mr. O’Neu. It is mandatory, of course. 

Mr. Tuomas. What is mandatory ¢ 


VA MANDATORY PURCHASES FROM GSA STORES 


Mr. O’Netw. When they put an item in their stock schedule or 
catalog, they have the authority to make their store the mandatory 
source for that item. We have no authority from that point on 
and also we have no comparative costs. Since we do not know what 
we can buy it for, we have to take it from them. 

Mr. Tuomas. Is that the reason you buy your 10 percent from 
them ¢ 

Mr. O’Net. I think that 

Mr. THomas (interposing). What about the 14 items mentioned 
a while ago that General Services is selling and which you are buying, 
and they were buying and which you can buy 15 or 20 percent 
cheaper ¢ 

Mr. O’Net. When I say the prices at which we are buying them, 
they did not make those items mandatory. 

Mr. Tromas. Is that the answer? 

Mr. O’New. I guess that is. 

Mr. Yares. Is that the answer? 

Mr. O’Nem. They did not make those items mandatory. 

Mr. Tuomas. The 10 percent you are buying is not mandatory, 
because they are cheaper, is that it ¢ 

Mr. O’Nert. We buy them, some of them, because they are manda- 
tory; itis mandatory that we buy them. 

Mr. Tuomas. And when they are higher than yours, they do not 
become mandatory ; is that it? 

Mr, O’Nei. You know they make the contract ; you want to remem- 
ber that 

Mr. THomas. How did you get these 14 items / 

Mr. O’Neit. They were not originally handling them; we have 
been in the hospital and medical supply business for many years and 
they are getting into it by degrees 

Mr. Yares. You say they have not been in the hospital supply busi- 
ness for many years? 

Mr. O’Nem. Yes; the VA has been in the medical supply business 
for many years. 
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COMPARISON OF ITEMS PURCHASED BY VA AND GSA 


Mr. Yates. Are the items that are not mandatory items comparable 
with those that you have been buying from them, or that you have 
bought equally ? 

Mr. O’Net Yes. 

Mr. Yarers. Did they come to you to price those items on the basis 
of your experience when you bought them ? 

Mr. O’NetL. Not generally—you are talking about the last adjust- 
ment ? 

Mr. Yates. We are talking about items which cost them more than 
you. 

Mr. O’New. That is right. 

Mr. Yates. They knew that you had been buying them for some 
time. Now, they must have checked the price that you were paying 
for them, did they not? Why would they go out and pay more for 
them? I do not understand. 

Mr. O’Net. TI cannot answer that question. 

Mr. Yares. The fact is that they are paying more per item than you 
were paying; that you bought them for less? 

Mr. O’Nem. That may be correct. 

Mr. Yates. Was there a difference in quantity involved? Are we 
getting the wrong impression from your testimony? My understand- 
ing of your testimony is that you are projecting a comparison be- 
tween the Veterans’ Administration and the General Services Ad- 
ministration in the purchase of comparable items. This, I would 
assume, would have all comparable conditions; quantity, quality, 
and the opportunity to purchase at the same time. 

Mr. Putturres. One thing further: Warehouse costs. 

Mr. Yates. Warehouse costs, and the delivery, warehousing in the 
same category. 

Now, based upon those conditions, the opportunity of twobuyers to 
buy the same items, under the same conditions, the Veterans’ Ad- 
ministration is buying the item at less cost than GSA. Is that what 
you are telling this committee? 

Mr. O’Netu. There is only a very limited number of items on which 
such a comparison can be made. Now, I must say this for the GSA, 
that they have looked into this problem and they have given us, il 
effect, a waiver to buy for ourselves. 

Mr. Yares. I would presume that they had evaluated their own 
costs and what it would cost the rest of the Government? 

Mr. O’Net. They can buy most of these items cheaper than Food- 
fair does. 

Mr. Yates. On a limited number of items you stated that your 
prices were cheaper. Why then don’t they let you buy for them? 

Mr. O’Netu. We are not in that type of business. We certainly 
would not urge it. 

Mr. Yates. Could you buy those items cheaper than they ? 

Mr. Evrys. Such an operation would amount to another Dixon- 
Yates deal. They would be buying for another agency. One agency 
of Government serving as broker for another agency of Government. 

Mr. Yares. It would be in the nature of a broker but the thing 





We 
nd- 

be- 
Ad- 
vuld 
ity, 


the 
s to 
Ad- 
that 
rich 
SA, 
, In 
own 
y0d- 
rour 


? 
inly 


1047 


that I cannot understand is why GSA cannot buy it for the same price 
that you do. 

Mr. O’Net. I believe that they can. I didn’t say they couldn’t. 

Mr. Yates. Do you have any ideas why GSA is not buys them 
for the same price as you are. 

Mr. O’Net. No. 

Mr. Yates. You just started to tell me that you believe they could. 

Mr. O’Nett. I know of no reason why anybody else can’t do the 
same thing as lam doing. There is no secret about what I am doing. 
We repeatedly give them the benefit of our knowledge and our buying 
habits. 'This year they have had a number of representatives of their 
own people in our offices, studying our buying practices. We study 
theirs and we try to share that information. 

Mr. Yates. You said there was a limited number of items that you 
were buying cheaper than GSA. 

Are there other items that both of you buy that cost you more than 
they cost GSA ? 

Mr. O’Nert. We have found some. ‘This covers every item that 
was comparable. 

Mr. Yates. How many such items were there? 

Mr. O’New. There were 14 in the area of textiles and 102 in the 
area of foods. 

Mr. Yates. So there are no comparable items that GSA buys, and 
that VA buys, in addition to the 102, and the 14 items that you just 
testified to; is that correct. 

Mr. O’New. Upon which a comparison could be made in that period. 

Mr. Yates. In this you are excluding the mandatory purchases of 
VA, I assume? 

Mr. O’Netn. Yes. 

Mr. Yates. You haven’t made a selective comparison ? 

Mr. O’Nem. No. 

Mr. Yates. You have taken the full field, where a comparison can 
be made and you haven’t taken a few out in order to make your com- 
parison ¢ 

Mr. O’Netu. That is correct. 

Mr. Yates. Have you given the committee a list of those items? 

Mr. Evins. Yes, he has. 

Mr. Yates. You have given the committee the 14, and the 102 items? 

Mr. O’Ner. Not the 102. 

Mr. Yates. I think it would be well to supply the list of 102 and 
14 items. 

(The information requested follows :) 
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Detail—Congparative casts ‘of hospital subsistence from. GSA stores and VA depots 
Based on purchase prices paid by the depot and norma] quantities consumed by the hospital) 


VOUCHER NO. 14831 


shipped from Hines, Il., VA depot to VA commissary, Hot Springs, 8. Dak., on Mar. 9, 1954. Prices 
compared with Denver Center, GSA depot 


GSA 
| unit | 


price 


GSA total VAunit VA total) Quantity 


Unit price price price | shipped 


Nomenclature 


$0.65 | $0.48 


$0. 48 


Paprika, ground 
27. 84 


Pepper, ground, black 40.56 | 1.16 
Pepper, cayenne ) | . 52 . 52 
Pickle, relish, sweet Paeeeauneisl . 26 6.30 1.15 | 5.75 | 
Pineapple, crushed No. 10 cgn----.--- 5 3. 84 | 96 3. 84 
soda, baking Pound container-_| .72 . 08 . 64 | 
Tapioca, granulated | ee 3. 60 . 23 3. 45 
Applesauce | N . 76 - 69 | 57. 96 
Apricot, diabetic: No. 2 can-------- () 18 21. 60 
Apricot, sirup, grade B No. 10 can ; .10 . 92 93. 84 | 
Apricots, solid pack iVecéchcawda 94 3. 40 
Blueberries | . 34 12 | 
Cherry, Maraschino Gallon 3.05 . 40 
Cherries, SOUS .04.-<4..24-~-- dabaewdte No. 10 can 00 . 00 | 
Cherries, diabetic, sweet --__-- _- No. 2can-..-- .27 2. 96 
Cherries/RR, sweet, Royal Ann._.-| No. 10 can_ . 9 t 23 . 70 
pe ae ae ee eee do ‘a ail 3. Ol 50. 60 | 


@) 


Figs, water packed, diabetic 
Fruit cocktail 
Fruit salad, diabetic 


Grapefruit, sirup, pack - - - - - th 


Peaches: 


OC itis the bGcReneiccx deal 


Halves, sirup 


i No.8 can... -...-.- 
No. 10 can. _-..--- 
No. 2 can_. 


ena sie a eo 


_.do aie iat 
| No. 10 can_._- 


Peaches, halves, quarter, pie -------| - 


Pears 
Halves, diabetic 
Halved, sirup 
Pineapple: 


SOON IIE, cnn anldadasciaese 


Sliced, diabetic 


Plums: 
Strained, packed, diabetic 
Purple, sirup packed 
Prunes, pitted, dehydrated 
Raisins 
Beans, lima 
Beans, snap 
Beets, sliced 


Crm, golden 
Whole grain, gold 
Hominy, lye 
Peas: 


Pimento pieces 

Potatoes, sweet 

Tomatoes 

lomato puree_ 

Beef, corned canned 

Barley, pearl 

Seans: 

Dry kidney 
Dry, lima 

_ Dry white 

Catsup, Tomato 

Chocolate, plain 

Cocoa, breakfast 

Cornstarch _ 

Vessert powdered: cherry 
Powdered lemon 
Powdered orange 
Powdered raspberry 

_ Powdered strawberry 
10ur: 
White, hard, enriched 
White, soft 


No. 2 can_- 
No. 10 can 


— eee 
No. 2 can 
No. 10 can 


| No. 2 can 
No. 10 can 
Sa eee & 
15-ounce package - 
No. 10 can 


| No. 10 can_--.. 
No. 2 can 


No. 10 can_ _- 


No. 2 can_---- 
| No. 24 can-_...-.-. 
d 





6 pound tin 
| Pound container- -| 


5 pound 
| Pound package-.-- 
5 pounds 


‘Item not available from GSA. 


. 80 
. 85 


22 
07 
. 30 
.16 


. 20 


. 20 


.14 
. 96 


12 
. 64 | 
. 38 
12 
. 89 


74d 


. 54 


50. 50 


93. 


42. 
6. 


. 90 
30 | 


80 


. 56 | 


. 80 | 
- 40 | 


40 | 


28 | 
. 56 | 
84 


. 64 | 
08 
28 

28. 
42 | 


29 | 
2. 64 


61. 6: 
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VOUCHER NO. 


Nomenclature 


1052 


depots—Continued 


Unit 





Ham chunks 
Jam: 


SI 5 cdbnkontamene 
Jelly: 


Raho iivatwwhanaabiiits 
Milk: 

Dry, nonfat 

Evaporated 
AS 
Mushrooms, pieces and stems... 
Mustard, prepared 
Olives: 

Green, plain 

Ripe 
Peanut butter 
Pepper, black, individual 
Pickles: 

Chow chow, sweet 

Whole, i cand Konan 

Sweet 
Pickles, mixed, sweet - 

Pickle, relish, sweet 
Powder, baking 
Rice, milled, parboil 
Salmon: 
Red :. .'. 
Chum_. 
Sardines in oil__.. 
RUMEN ch cence chet cones 
Salt 

Iodized____.-.- 

Individual in packages. 
Sauce, Chile Shicccsntee 
Sirup, blend, sucrose_-__- 
Sugar: 

Brown 

Individual in packet 

Granulated 

Powdered 
Vinegar 
Juice, gri spefruit, unsweetened - 
Juice, pineapple_-.__---- 
Juice. vegetable 
Oil, vegetable, salad_ 

Juice, tomato- 
Sauerkraut 
Sirup, chocolate- 


Totes... i 


1 Item not available from GSA. 
NOTE.- 


a sas nie nr amnniieame 


30-ounce__. 


| No. 10 can 


8-pound can 
No. 10 can 
16 ounces_. 


| Gallon 


Gallon. . 
do 
5 pounds 


. | 100 pounds---_- 


| No. 1 can_._-- 


4 pound can_- 
16-ounce can 


14831—C ontinued 


50-pound sack __- 


No. 4 can_-.-..-- 


..| 60 pounds 


25 pounds. -- 


100 pounds 7 


ie 12 to 14 ounces. q si 
| No. 1 can 


Pound carton. _- 


Gallon jar 
46 ounces 
No. 10 ean. 


46 ounce can__- 


5 gallons. 

46 ounces 

No. 10 can 
..do 


GSA excess over VA cost, $337.41 or 8.2 percent, 





GSA GSA total VAunit; VA total 


poe price price price 


o | (© $1 


15. 60 
(1) () | 1.36] 48.96 
(!) 1 24. 00 


85. 50 
$83. 69. 60 

. 2 165. 00 
(1) ‘ 38. 64 
(4) 93 11, 04 
(') j 35. 52 
5. 52 


7.72 

9.06| . 5. 94 
(1) .! 12. 96 
(1) 47. 80 


(?) = 11. 60 
30. 00 ? 30. 60 
(4) . 93 23. 16 
38. 88 f 37. 92 
7. 56 6. 90 
13. 86 | . 57 | 10. 26 
(4) . 38 | 86, 28 





89. 28 74. 88 
23. 25 17.70 
es ae 34. 60 
16.32] 1 14. 40 


23. 90 . 21. 90 
(1) ; 71. 70 
687. , 611. 98 
28. 80 ‘ 26. 40 








28.80} .60| 28.80} 





45, 24 I 35. 88 
(1) a 106. 92 
(1) a 44. 64 


99. 7. 43 103. 88 | 


248. 236. 88 
(1) ‘ | 18. 48 
® . 88 31. 68 


4, 440. 82 


$80. 16 


(1) 52 | 149.76 | 
oe | he 83. 04 | 
(1) .39 | 187.20 | 


43.74 ° 46. 44 


4, 103. 41 | 


Quantity 
hipy 


et] 
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Detail—Comparative costs of hospital subsistence from GSA stores and VA 
depots—Continued 


VOUCHER No. 14820 


Shipped from Hines VA depot to Jefferson a = Mar. 22, 1954. Prices compared with Kansas City 
; GSA depot 


| | 
GSA , , 
= GSA total|/ VA unit} VA total | Quantity 
Nomenelature unit price price | price | shipped 
price | | 
| 

Rouillon, Beef with vegetables () (1) |} $0.53} $12.72 24 
Pepper, ground, black t $19.68 | 1.16 13. 92 12 
Sage, ground 1-pound can pee’ Q@) | .4 . 40 1 
Apricot, diabetic No. 2 can t (1) .18 12. 96 72 
Apricot, sir., grade B No. 10 can- h 100. . 92 88. 32 | 96 
Blueberries d ‘ 35. 52 | . 34 | 32. 16 24 
Cherries: 

Diabetic, sweet () .27 19. 44 72 

Sweet Royal Ann aS : 67. .2 73. 80 60 
Figs, sirup, pack a . 72. 01 72. 72 72 
Fruit cocktail a | 5 19. . 07 19. 26 18 
Fruit salad, diabetic (1) 30 . 60 72 
Grapefruit, sirup, pack ; 20. .16 23. 04 144 
Peaches ‘ } 

Diabetic (1) . 20 | 19. 20 | 96 

Halves, sirup ‘ 32. 85 | 30. 60 36 
Pears | 

Halves, diabetic (1) .20| 43.20 | 216 

Halved, sirup No. 10 can-_-_----- 128. ; 27. | 126 
Pineapple: 

Senet GS od ea eae Se 20. ; : 18 

Sliced, diabetic No. 2 can_-_.-.- (") . 23 | . 2 

Tidbit.- ae ee -| No. 10 can_-...--- ; . 
Plums, purple, sirup-packed iced lc : . 80 | 57. . 64 | . 7 
Raisins 15-ounce package_. ; 5. 76 48 





moe 


>» 82S Soo 


o> Se 








Bean No. 30:cam......... 7 : ‘ 2. 7% 48 
Beets, sliced | .do l 04 | 5 84 
Carrots, puree. ___- No. | a ; | 144 
Corn, whole grain, golden...........| No. 10 can- : ; 7 4§ 60 
Peas, green... _- TE grein nese ‘ | ; | 60 
Potatoes, sweet No. 2% can | ; 40. 48 | : | 3. 216 


Bee 


Tomatoes. _- No. 10 can 
Tomato puree _ _- = . 
Beans, dry, white 100 pounds 
Cocoa, breakfast 5 pounds 
“ee starch l-pound package. - 
Jessert 
Powdered, cherry 5-pound package-. 
Powdered, lemon... -- 5-pound package_- -} 
_ Powdered, strawberries. ------- ee 
lour, white, soft | 1,000 bags. -- 


arr 





J No. 10 can- -- 
Plum 
Jelly 

Apple__. 
Crabapple 


ik 
Dry, nonfat 50-pound sack-_- 
Evaporated 8-pound can 
oms pieces/stems.......--..-| 16 ounces 
1 1 gallon 
100 pounds ---- 
32 ounces-.. 
Individual 








1 gallon... 


do. . 











ee 
60 pounds 
| In packet 


12 to 14 ounces_--- 
WO CU08... 4262s 





| In packet 
100 pounds. s 
1-pound carton.-.-| 


n not available from GSA. 


058616—55—pt. 2 17 
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Detail—Comparative costs of hospital subsistence from GSA stores and V4 


Tea, black----- - | 

Vege... 23.-- Sonal 

Juice: 
Grapefruit, unsweetened --- - 
Pineapple-.-.---- ; 
Vegetable... 

Oil, vegetable, salad 

Sauerkraut. 

Sirup, chocolate 


Total. 


1 Item not available from GSA. 


depots—Continued 


GSA 
Unit } unit 
| price 


l-ounce bag... | 


1-gallon jar-_-_----- $0. 57 | 


| 46-ounce can... 


No. 10 can 
46.o"'"nce can 


No. 10 can_.-- 


Note.—GSA excess over VA cost, $55.07 or 6.2 percent. 


VOUCHER NO. 50903 


VOUCHER No. 14820—Continued 


GSA total| VA unit 
price 


price 


(‘) 
$15. 96 


(1) 
@) 
(!) 
35.15 
12. 48 
(*) 


942. 87 


| 


} 
| 


Shipped from Somerville, N. J., VA depot to VA hospital, Perry Point, Md. 


Nomenclature 


Paprika, ground - 
Pepper: 
Ground, chili 
Do 
Apples, sliced 
Applesauce 
Apri Ol: 
Diabetic 
Sirup, CD B 
Asparagus, cut, spear - 
Beans: 
Dry, kidney 
Dry, lima 
Dry, white 
Snap 
Snap 
Beef, corned, can 
Beets 
Sliced 
Puree 
Blueberrics 
Boysenberries, Water packed 
Carrots: 
Sliced 
Purce 
Catsur, tomato 
Cherri¢s: 
Maraschino 
Sour 
Sweet, Royalann 
Cinnamon, ground 
Cocoa, breakfast 
Cor! 
Creamed, golden 
W hele grain, g Iden 
Do 
Stareh 
Fig 
Sirup, pack. 
W ater packed, diabetic 
Flour 
White, hard, enriched 
White, soft 
Do 
Fruit cocktail 
Fruit salad, diabetic 
Grape, seedless 
Grapefruit, sirup 
Ham, chunks 
Hominy, lye 
Jam 
Apricot 
Plum 
Raspberry, red 


1 Item not available from GSA. 


| GSA 
Unit | unit 
| price 


Pound | (1) 
do ; } (’) 


do $0. 58 | 


No. 10 can__- | .91 
do | 45 


No. 2 can_--- ne) 
No. 10 can 1.04 


i wsvonccsecenty. Me 


100 pounds | 10.75 | 


199 pounds aonk: e 
100 pounds | 9.75 
No. 10 can_-- . 67 

do ‘ . 67 


6 pounds 2.79 | 


No. 10 can__. (1) 
No. 2 can ‘ 7) 


No. 10 can 1. 41 


.do . (1) 


.do (1) 
No. 2 
No, 10 


1 gallon 

No. 10 can 
do to 

1 pound 

5 pounds 


NO. 10'oam......... 
.do 
do * 2 oo 
l-pound package - - 


No, 10 can 
No, 2 ean 


Pound 

1,000 barrels 
do 

No. 10 can 

No. 2 can 

No. 10 ean 

Pack No. 2 

30-02 

No. 10 can 


co 
.do 
do 


pared with region 3 GSA depot 





GSA total 
price 


(") 
) 


$1. 
660. 
198. 


(") 
49, 
873. 


10. 76 
R85. 6 
165. 
526. 6% 
(") 
133. § 


(1) 
(1) 
84. 
() 


(1) 
(") 
136. 9 


(') 
162. 
94. 
8. 


$0. 


98 


. 60 


. 23 | 
. 54 


31 | 
42 
44 


VA total 


price 


$158. 76 


16. 


33. 


51.3 
59. 5 


37. 


10. 
15. 


on Apr. 9, 1954. 


| 


| 


VAunit 
price 


$0. 


. 49 | 
49 | 
91 | 


41 | 


. 86 | 


.18 | 
93 


VA total 


price 


$2 


46 


. 98 


1. 


660 
997 


sel, 


30 
44 


10. 
67. 


155. 


563 


17. 


133 


102. 


9. 


82. 
188. 


186. 


14. 


152. 


11. 
178. 
8Y. 
& 


47 
66 


04 


. 24 
. 64 
815. 


34 


94 


76 


8Y | 


RR 
76 


92 


30 
36 
80 


76 


00 
40) 
52 
60 
OS 
76 


. 40 


45, 3 


302. 2% 


233. 
144, 


Or 
su. 


250. 92 


30, 2 


110. 39 


61. 56 


307. 
264 


14 


118. 


19. 2 


841 
54. 


Prices 


(Juantity 


shinr 
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Detail—Comparative costs of hospital subsistence from GSA stores and VA 
depots—Continued 
VOUCHER NO. 50903—Continued 




















ade 
GSA . ‘las 
‘ GSA total VAunit VA total | Quantity 
T 
Nomenclature Unit mn price price price shipped 
— Jelly 
; ADI pl pacman was ...| No. 10 can... () a) $0. 92 $38. 64 42 
Me BRIN gag. 3 Sonne = ae eee esac () 1.03 86. 52 84 
a con oe 7 : ae ee (@) () 1. 05 44.10 42 
I "~~ Grape, unsweetened ; ‘ do ae, 2) 79 90. 06 114 
= Grapefruit, unsweetened ...._...| 46-ounce ......--- (@) (1) ah 57. 12 336 
i Pineapple_--- Is aah _..| No. 10 can_.-. () | (‘) 51 232. 56 456 
4 PRNIOEO cnc cnoacetesnasscee ..| 46-ounce : $0. 21 $186. 48 21 186. 48 888 
7 Milk ; 
n 2 , a eee es 50-pound sack .. - - () | (1) 8. 50 170. 00 20 
- Eviporated “2 aes 8-pound can .98 | 846.72 93 803. 52 864 
Molasses, canned -. No. 10 can__.- . 83 44.82 75 40. 50 54 
Mushrooms, pieces, stems ees Sl (@) (') .74 17. 76 | 24 
Mustard | 
CON an Mee lites i dunt.) Enns eed .30 7. 20 .34 8. 16 24 
Prepared aaa eect ea 54 17. 28 44 14.08 32 
ibe, STOMMOo tei ke are i . 61 7. 32 45 5. 40 12 
stable, salad... --- ..--| 5 gallons. --. 7. 06 847. 20 7. 23 867. 60 120 
8 CON green, plain. -- | Gallon_. 2. 42 58. O8 1. 84 44.16 24 
— SN fname ann neuens ; No. 10 can. .-_.- , @) | () 1.09 52. 32 48 
Stuffed - on Gallon. 3. 20 166. 40 2.79 145. 0S §2 
lantity Onions, de shydr: ated, sliced _. --| No. 10 can-_ (@) (i 1, 26 196. 56 156 
ipped Peas 
TN ns Ot EI eg Se No. 10 can...-- ot ‘mupiueth \<oe 679. 38 1,014 
oa Puree TE TSE 1S No. 2 can......-- } = 780. 78 22 52. 80 240 
f Peaches | 
Dehydrated . - -- aa ...| 25 pounds a (@) () 14.74 147 40 10 
Diabetic ; F No. 2 ecan_..- (1) () 20 33. 60 168 
TAIVOS, SEs cos cnse sce ee | ee 75 202. 50 . 85 229. 50 270 
7% Pears ; i 
mT Halves, Giavetic. .........<s6-<% ) OSE ar () (1) . 23 11. 04 48 
MLVOR, SEs ch abenns nate ..| No. 10 can.-.-. 1.10 151. 80 1. 02 140. 76 138 
168 Pepper 
8 Ground, black--- ; _.....)| Pound ap 1. 23 118. 00 1.13 108. 48 96 
54) Black : Individual _. Q) | (1) 2. 37 71.10 30 
Pickels, chow, Sweet. .....-------- a ae (1) 1. 35 16. 20 12 
D bl] 
1 ick 
h Whole, Gils... 35 <0 = Nia cadiinnintel 1. 03 6.18 98 5. 88 6 
1 WHAM. OWONe. . ok tte oe 2 do__.- ae Oe (1) 1.81 43.44 24 
762 Pickle relish, sweet - . . -.- eee ees ee 64. 02 1.09 71. 94 66 
mi peneno, ea aes ; No. 236 can. (1) (1) . 62 74. 40 120 
g ineapple 
Sliced, sirup. .----.-.- aay ess No. 10 can...-- aot ee 12. 36 1.10 13. 20 12 
1s ‘ Sliced, diabetic... --- : _.| No. 2can...-- ee (4) () a 3.35 96 
- lums 
Water pac ked, diabetic. -- do a (‘) (*) 12 14. 40 120 
Purple, sirup packed No. 10 can_-__- 3) (1) . 65 198. 90 306 
Potat toes, siveet_ No. 234 can....- 27 356. 40 21 277. 20 1, 320 
30 Powder, baking ideas ...-| 5 pounds . 84 30. 24 55 19. 80 35 
¥ ee pitted, dehy__- _.| 25 pound case. (') (: 10. 29 262. 25 25 
r Rice, mil, parboil : 100 pounds 15. 81 316.20 | 15.06) 301.20 20 
‘almon, red : 5 7 : No. 1 can..... (4) (1) 51 489. 60 960 
' Salt 
1fs lodized - - g , ..| 60 pounds (1) (1) 1. 26 41. 58 33 
fi lodi: ned ae ..| 26 ounces (1) () . 06 1. 44 24 
94 Individual in packet (1) (1) 1. 70 68. 00 40 
*/ yar e: 
Chil es 12 to 14 ounces_-- (4) (1) 15 25. 20 168 
4i4 UPAR Dey on 2 se : No. 10 can._.- (1) (1) 89 21. 36 24 
348 SOY lepidacdeMeeeenu aah Gallon ) (1) . 87 3. 48 4 
O18 , ss ein eee ee Pele irene Malad No. 10 can-_.-- . 44 68. 64 42 65. 52 156 
8 Siruy 
Blended, sucrose...-------- do... (1) (1) 80 14. 40 18 
if Chocolate a ae (‘) (1) St 56. 76 66 
“ Corn, refined _ _- do .77 27.72 68 24. 48 36 
Brown Sis ..| 25 pounds._-- (1) ( 2.1 4. 2 2 
) Individual .. 3 In packet -_- (1) () 74 29. 44 32 
fi Grannlate aes f 8.98 > koe f 8.56 2,345.44 274 
ms inulated : : 100 pounds L 8.98 (? 505. 42 1 856 19. 80 5 
6 ie, Powdered... _..| 1 pound carton 11 52. 80 BP 52. 80 480 
1 matoes No. 10 can ‘ . 54 482 18 . 66 601, 92 912 
mato puree... ... do 2 90. 72 57 23.12 216 
‘unaf's| No. 44 can- (1) ( . 26 324. 48 1, 248 
Vine or tor f (@ (! 72 17. 28 24 
Re ~-2eeeee------ .--.---| 1 gallon jar a (1 "25 74.88 104 
4 MAISINS ..| 15 ounce package ( (: <n 57. 60 480 
Total 12, 051. 03 11, 747. 96 
I 4 ivail ible from GSA. ee re =e ss 
Norv ’ 
‘UTE.—GSA excess over VA costs $303.07 or 2.6 percent. 
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Detail—Comparative costs of hospital subsistence from GSA stores and VA 
depots—Continued 


VOUCHER No, 14104 


Shipped from Hines, Ill., VA depot to mayen, eo Feb. 4, 1954. Prices compared with Clovelang 
SA depot 


a, 


GSA | r ; 
| . GSA total] VA unit] VA total | Quanti 
Nomenclature Unit unit at soles eae shined 


Cream of tartar 
Applesauce 
Apricot: 
RII sc: sca ra siciodbodeliningticain 
Sirup, grade B | No, 10 can 
Cherries: 
PRON, oc cnnncmessuunntubda 
Sour | No. 10 can 
Diabetic, sweet _ 1 ee 
Sweet, Royalann 
Figs: 
—— packed 


Water packed, diabetic 
Fruit cocktail 
Fruit salad, diabetic 
Grapefruit, sirup, packed 
Peaches: 

ON dere cae 

Halves, sirup 
Peach, halves/quarters, pie 
Pears: 

Halves, diabetic 

Halved, sirup 
Pineapple: 

Sliced, sirup | 

Sliced, diabetic are 

RAR 28k owenaalewnnnmnebadios No. 10 call. .....<. 
Plums’ 


en 

ee nae 
Sauce, cranberry 
Peaches, dehydrated 25 pound box 
Prunes, evaporated 30 pound box-_--... 
Raisins 15-ounce package-- 
No. 10 can 


SZe202nv2Hn 


Beans: 
Lima 


BEEZ 


Beets, sliced 
Beet puree 
Carrots: 


Corn, creamed, golden 
Corn, whole grain, golden 
Hominy, lye 

Peas: 


Puree 
Pimento pieces No. 244 can 
Pia ns cick inscin tcagndcinec si No. 10 can 
Beef, corned, canned 
Catsup, tomato 
Cocoa, breakfast 5 pounds 
Cornstarch 1-pound package-. 
Desert: 

Powdered cherry 5-pound container. 

Powdcred, orange 
Flour: 

SE ig cc toa dsmmadlemenne | 

Do | 
Gelatin, plain 
Hominy grits, fine 24 ounces.......... 
BROT NNR oc niccnksctecsawanue -| 10 pounds 
Jam: 

Apricot 

Cherry.. 











Plum 


4 Item not available from GSA. 








VA 


eveland 
—— 


taantiy 
hipped 


———e 


S32 usBexrS «285 223 8B. 


= 
Bs 


SS 


SFB 


— 


GetikSetl sHBEB BEEZ SBex-uven 
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Detail—Comparative costs of hospital subsistence from GSA stores and VA 
depots—Continued 


VOUCHER No. 14104—Continued 
























er | | 
GSA , | 
r GSA total| VA unit} VA total | Quantity 
Nomenclature Unit unit price price | price | shipped 
price 
a ee | 
| 
dally: | | 
CenbeONO i sencsscbsenacecnscce No. 10 can........./ (1) (1) $0.98 | $29.40 3 
Apple....-------------2-+-------]----- i iediticonsedcicaen $1.04 $57. 16 - 95 51. 30 54 
Grape. ..------ceeeenennneee----|----- __ a 1 Qa 1. 16 27.84 24 
Milk, Gry NONE. .i660~-cnsncncascsa 50 pound sack.-..- (4) (1) 8. 25 907. 50 110 
Milk. evaporated... <<<sacosciennan 8 pound can.._...- (1) () 92 309. 12 336 
ee ee eee No. 10 can........ () () 92 27. 60 30 
peoreens, pieces and stems......- 16 ounces.......... () () 74 159. 84 216 
Mustard 
Gromndi ssi ese booe tls tee } PONE i .27 6. 48 . 30 7. 20 24 
Prepare... ccnacnsieenansseeas Bh tian crac - 56 20. 16 - 46 16. 56 36 
Olives: 
Gretti: WORDE. ccchnasnabenatoaen 1 gallon jar_.....-- (1) () | 1.93 46. 32 24 
ROR. 5 . 2530s dabecenensaueeis Fe a ncckeecce 3. 88 465. 60 2.74 328. 80 120 
Onions, dehydrated, sliced.........- No. 10 cam......... () 1) 1.05 25. 20 24 
Pent MRP as << ciccddnndornepne<e 32-ounce container_} (*) (@) . 52 18. 72 36 
Pepper, ground, black. .....--..--.- EPOGMisticccccu (@) (4) 1. 56 168. 48 108 
ow chc alan etek cetacean i Q) (4) 1.16 58. 00 50 
Pepper, black, individual...........|.---.---.---..------ () () 2. 47 197. 60 80 
Pickles: 
Chow chow, sweet......----.--- } gallos <4x....... (?) () 1. 45 34. 80 24 
Whole, Gis <cqtdededcdvautaste re 1.09 32. 70 1.02 30. 60 30 
Minted, SONG a. cassdadasdhuannn as atu neces 1.40 126. 00 1. 58 142. 20 90 
Tomcat, WAMU toto nn ca cacan can 5 pounds.._....... (1) Q) 57 10. 26 18 
Rice, milled, parboil..............-- 100 pounds_-_------ 12. 81 140. 91 14. 38 158. 18 11 
ROH. CHUN ncaciudetstedmignnen 4-pound can_.....- (4) (4) 1.75 7.00 324 
PUNE TSN ....cccassacenseeesanseukaae NO. 56 COM.....<-.- . 28 376. 52 . 26 349. 44 1, 344 
BNE PORN «icon carina nesedin nitric 26 ounces.......... . 06 86. 40 - 05 72. 00 1, 440 
DU: . . sae. bubiabeaamscehneaain aaa 60-pound sack_._.- () () 1.18 31. 86 27 
Salt, individual ............. =| In peeket....<....- (4) (1) 1.74 190. 30 110 
TR Rae Eee ate -| 12 to 14 ounces__-. .17 40. 80 15 36. 00 240 
mee: WOlObNG gj elo sncesuncnes 10 ounces_.......-- () (1) 12 2. 88 24 
A, ae SS (Q) (Q) 63 189. 00 300 
BOOS, DONIN Gn cca aie nnconscanae 1 pound container. .07 3. 36 08 3. 84 48, 
Sugar: 
ROW. .00 acca nadeaueawns 25-pound sack.-... (1) () 2. 24 67. 20 30 
WiGiviQil i ccasecksaecidannad me OOS... 5s. (4) (1) 7.17 344. 16 48 
Gren oo oie 100 pounds........| 9.45 | 2,835.00 8. 56 | 2, 568. 00 300 
Mustr. DOWOOIWE.. 2c nc accccbuackun 1-pound container. <n 288. 00 -ll 264. 00 2, 400 
Pt UNION dca ccadgnan tance fue Individual... __- Q® (@) 45 13. 50 30 
‘rag sa i oh ee Palme oo ee Gallon jar......... . 60 142. 00 61 146. 40 240 
nice: 
Grape, unsweetened. -_-__.-.-..-- No. 10 can.....-.. () 0) .79 412. 38 522 
Grapefruit, unsweetened_.......| 46 ounces_......_.- . 23 414.00 . 23 414.00 1, 800 
I a neat No. 10 can.....--- . 50 240. 00 . 54 259. 20 480 
WONRU I ara 46-ounce can_...-- () () 31 119. 04 384 
Oil, vegetable, salad.....-.....-.-_- 5gallons..........| 7.59 409. 86 7.34 396. 36 54 
Juice, ROE oe es No. 10 can....---- . 50 540. 00 .44 475. 20 1, 080 
Marmalade, orange..........-......|----. bese! ease 1.41 25. 38 1.03 18. 54 18 
ee pas Ge camekaaseus eKaroue eae Te .50 | 120.00 44 | 105.60 | 240 
p 
ad Oa (2) (‘) . 88 26. 40 30 
Di... 2<iipahicealecateamiases seabed eke aging (1) (1) 88 26. 40 | 30 
ba s inlellansaraesdiiendediinacnaes 
acca a a ae j17, 660 95 |........|15 945.30 |....------ 





———___. 





‘Item not available from GSA. 
Note.—GSA excess over VA costs $1,724.65, or 10.8 percent. 


Mr. O’Net. We took specific purchases, specific orders, and com- 
pared them, within stores areas, and we came up with the figures 


stated. We will give you the data supporting this as you have 
requested. 
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TRANSPORTATION COSTS FACTOR 


Mr. Yates. You emphasize in your testimony the speed with whic 
items are shipped from your warehouses and delivered; is that a par 
of your cost computation, such as the fact that there is no demurrage 
charge, or storage charge, because of the quick delivery ? 

Mr. O'Nem. Yes. Service is essential to hold inventories dow 
Of course there is no value placed on delivery speed in our costs, a) i 
neither have we included inventory savings in the $2 million saying 
we quoted. 

Mr. Yates. Was it one of the factors you took into consideratigy 
in making the comparison ? 

Mr. O’Net. In making the comparative cost, the full carloading 
are a factor of cost. That is not a part of that 714-percent cost. 

Mr. Yates. It is not? 

Mr. O’Netz. It is not. 

Mr. Yates. How does full carloading bear upon that, in making 
the comparison ? 

Mr. O’Netrv. It doesn’t bear upon the cost of operating the stores 
system. The wholesale warehouse. What we are talking about there, 
It bears upon the overall cost of the item delivered at the station, s 
full carload and full truckload rates are lower than less-carload. 

Mr. Yares. Do you make any deliveries that are not a full carload! 

Mr. O’Nem. Yes; 11 percent. 

Mr. Yates. Were the comparative costs based upon full carload- 
ings or was the 11 percent of nonfull carloadings included in the con- 
putations as well? 

Mr. O’New. Every single cost was included up to and including 
the loading of trucks and freight cars outbound to the stations. 

Mr. Yares. The full carloadings and the nonfull carloadings, as 
well, so it wasn’t based on only the full carloading. 

Mr. O’Neiu. No. 

Mr. Evins. You are not attempting to invade the field of any other 
Government agency. 

Mr. O’Neit. Not in any way. 

Mr. Evins. As a matter of fact, you have been in this field long 
before some of the newcomers were established ? 

Mr. O'Nem. That is right. 

Mr. Evins. And you have built up a record of efficiency in this area! 

Mr. O’Net. We believe we have and we are happy to show the 
facts of it. 

Mr. Evins. I understood you to say earlier that these studies were 
made to show the Hoover Commission the comparisons. How did the 
Hoover Commission accept them? What did they do with them! 
Do they still wish to dismember the VA ? 

Mr. O’New. Their report on the particular services has not yet been 
released. 

Mr. Evins. Did you not give these figures to the Hoover Cott 
— 

Mr. O’Net. Yes, but you asked what was their ultimate reaction ané 
until Seey make an official reaction I don’t know what it is. 

Mr. Evrns. Is this for the present Hoover Commission ? 

Mr. O’Netn. Yes. 

Mr. Evins. Hew about the first ? 

Mr. O’New. We made no studies for the first. 
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Mr. Evins. The first recommendation was that you be dismembered 
into five departments. 

Mr. O’New. There are several task force reports on VA. 

Mr. Evins. This is the second one? 

Mr. O'New. Within the Commission, itself, there are several task 
forces. 

Mr. Evins. These figures have been submitted to them but no reports 
have been made ? 

Mr. O’Nem. That is right. 

Mr. Botanp. Is the element of time a really important consideration 
inthe matter of deliveries for the VA? 

Mr. O’Nett. The element of time is not vital in itself. By that I 
mean you can schedule deliveries once every 60 days, so long as you can 
count on them being made on time. The item of time is valuable only 
insofar as you may depend upon that time as a surety. 

Mr. Botanp. That seemed to be one of the objections to the GSA. 

Mr. O’Nem. 1 didn’t raise that objection. I merely answered a 
question specifically in that area. 


COMPARISON OF GSA AND VA OPERATIONS, WILMINGTON, CALIF. 


Mr. Tuomas. At this point in the record will you insert in the record 
the number of employees that you have in your Wilmington warehouse, 
and the amount of business you did in the calendar year 1954. Insert 
the number of employees in the GSA warehouse there, and the amount 
of business they did. If my memory serves me correctly it was approx- 
imately the same amount of business and you had almost twice as 
many employees as they had. I could be wrong about that. 

(The information requested follows :) 





Gsai | VA 
Sales (calendar year 1954)__- TRAE LE Oe tae ae ne Te i en ea $2, 893, 000 | $2, 976, 000 
Administrative personnel (Feb. 1, 1955) ---- ; | (?) 1 
stock control personnel (Feb. 1, 1955) __-- eke itt (2) 12 
Warehouse personnel (Feb. 1, 1955)-_______- yale cuiata ai : 30 3 


Figures furnished by GSA. 
Performed elsewhere. 


In addition to the above, the VA has a service and reclamation shop, operating 
under the VA supply fund, located at Wilmington. This shop provides repair, 
aintenance, and reclamation service to hospitals, regional offices, and the 
(lepot on technical medical equipment. This operation is entirely self-support- 
ing; that is, the stations and the depot pay the shop for the full cost of all 
service or assistance furnished. The average employment of this shop is 13 
people, 

COST OF TRANSPORTATION 


Mr. Vurset. As I understand it, you are operating with fewer 
Warehouses. That might put you, possibly, at some disadvantage 
with longer hauls, as compared with GSA who operates many ware- 


Houses, 


[ assume that probably in some instances you have longer hauls to 
leliver the goods to your warehouse from which the goods come; is 
that right? ~ 

Mr. O’Nem, That is correct ; yes, sir. 

Mr. Vurseti. If you operate a lesser number of warehouses yuu 
operate at a lesser expense ? 
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Mr. O’Nerv. That is right. 

Mr. Vurseti. You may correct me if I am wrong, but is it not 
fact that in the vast amount of goods that you buy that comes ty 
your warehouses, that once freight is loaded, that the number of miles 
diminishes in cost as compared with a short haul? 

Mr. O’Net. Yes; longer hauls cost less per mile than short hauls 

Mr. Vurse.L. Since you only operate 3 warehouses, rather than 
operating 8 warehouses, the goods are delivered to your warehous 
at a cheaper price than they would if they would be delivered to § 

varehouses because the freight hauls would be shorter. I meap 
relatively. 

Mr. O’New. Actually the freight alone, inbound and outbound, 
pretty well balances out one agency’s cost against the others. 

Mr. Vursexyi. That is true but there is lesser percentage of mik 
costs on a long haul, with all railroads, as I understand it. 

Mr. O’Net. That is correct. 

Mr. Vurseti. Now, that brings me back to these items that yo 
were buying at a claimed lesser cost than the GSA can buy for. 

Is it not a fact if you compare of costs of the 140 staple foods items 
that you have referred to, or food and other items, with the cost of 
the GSA who has thousands of items, and they deliver in smaller lots, 
that however commendable your system of buying may be, and hovw.- 
ever economical it may be, that you can’t quite ¢ eet a fair comparison 
of costs in carload lots, in staple articles, to the GSA who has thov- 

sands of items, greater expense in delivery, greater expense in more 
warehouses, and so forth. 

Mr. O’New. We have more thousands of items in our stores than 
they have. 

Mr. Voursetu. The great bulk of your stuff, I assume, is bought and 
shipped in carloads. 

Mr. O’Net. Eighty-nine percent of it; yes, sir. 

Mr. VorseLt. Do you know what percent age of the GSA merchan- 
dise is delivered in carloads? 

Mr. O’Netw. No, sir; but by proper distribution methods they could 
achieve a larger percent, too. Incidentally the VA has to pay the 
transportation bill for all shipments from the GSA. 

Mr. Vursetu. I am not trying to take anything away from you. 
I think if your figures are correct—and I assume they are—that you 
are doing a very splendid job, but I think your setup and your 
comparison must necessarily be a little diffic ult when it comes to 
competition with reference to cost under the GSA method or deliver: 
ing and handling their merchandise. 

Mr. O’Nen. It is true they have many problems which differ from 
our problems. In those areas, it is difficult to compare. 

Mr. Ostertag. Will you briefly explain what would be the factors 
that would make for greater economy in purchasing these items, if you 
had a free hand to do so? What are the factors involved. 

Mr. Pures. Outside of the ones now being purchased for VA 
by GSA? 

Mr. Ostertac. Yes. 

Mr. O’Net. I am not quite sure what is referred to. 

Mr. Osrertaa. You are making a comparison with GSA, particu 
larly with items that you purchased through them. Is that right? 

Mr. O’Nem. Yes. 
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Mr. Osrertaa. If you did not purchase them through GSA, as I 
understand it, you could, through your own purchasing system, obtain 
them much cheaper for the VA? 

Mr. O’Nem. We do not know on those items which they supply and 
we obtain from them on a mandatory basis. The only way we could 
tell would be to make an individual item cost study and include all the 
factors that enter into obtaining and distributing that item. We have 
made no study on those items they handle for us. 

Mr. Osrertac. Then, you are comparing those items you actually 
purchase for yourself, with what GSA purchases for itself, for other 
distribution ? 

Mr. O’Netw. That is the only area in which we have made a compari- 
son; yes, Sir. 

Mr. Ostertrac. In other words, you have 2 sources of supply, 1 
through your own system and 1 through GSA ? 

Mr. O’Net. Right. 

Mr. Osrerrac. If you are free to purchase on your own, then there 
isno problem. 

Mr. O’Netw. We are free to purchase—in the vast area of the VA’s 
requirements, we are free to purchase our own requirements. 


DEPARTMENT OF INSURANCE 


Mr. Tuomas. Mr. Reporter, I wonder if you would be good enough 
to insert in the record Department of Insurance table on page 4-3, 
which shows that for 1956 you have a total administrative cost of 
$27,406,000 for 1956 against an administrative cost of $30,027,211, 
for 1955. 

(The information requested follows:) 


Summary of requirements, all objects 





Estimated Estimated 


Actual fiscal | 
a . fiscal year fiseal year 
year 1964 | "1985—«| 1986 


Departmental: 
VORA COIR vain dross cob dire Senin cabin ens uieleaenin | 583 430 377 

















CON Oe es. ohh am naaensennaddcen’ $2, 667, 593 $1, 953, 600 $1, 745, 350 
Employes (RWG O00b. s <2 nck iin cen cescusccanee “aad dis 34, 810 | 63, 700 | 77, 000 
Other miscellaneous operating expenses. _-_._._...__-_-- aiel 410, 580 461, 961 | 441, 900 

TORII hae a cone aoe 3, 112, 983 2, 479, 261 2, 264, 250 

Field, insurance center, District of Columbia: ee a ¥ 

AVOTASS CIP ENINONDS sa crotn ci nice samesccssnacsesue aeons 1, 796 1, 212 | 842 
Celery OOM ol pide o ca kaainbdinssetenakinanedalen | $6,480,921 | $4,529, 960 | $3, 205, 040 
BID IPR ANON CNOD x sins ono ot cn awn snwedencenaccn<wencun -| OFT, heeccas i ce eal ce 
Other miscellaneous operating expenses-_._..........._-_- | 142, 806 | 173, 200 146, 000 

Total, insurance center, District of Columbia_________-- 6,623,904 | 4, 703, 160 3, 351, 040 





Field, district offices, Philadelphia, Denver, and St. Paul: 











Average GINO MENINGL «==... 45. .-ceessnsle-b<cs eas 7, 102 | 5, 902 | 5, 602 
OUT RE ils ccenntk ah ccccteekcsactneenneirntsie _...-| $24,910,496 | $20,788,000 | $19, 878, 050 
INDIGO IOI Cobo! 5.2, 0s cokcicscocusecklcuss 32, 947 | 8, 875 . 
Other miscellaneous operating expenses. _....._..._..-_--- 2, 487, 646 | 2,047, 915 | 1, 904, 660 
Total; Cin ids ciecetedeeadstl succeed 27,431,089 | 22,844,790 21, 790, 710 
Departmental and field: | one 
SV ORGMS GUN 05 2 tS ee tae ral | 9,481 | 7, 544 | 6, 821 
DADIY CONN ee peas ois oan ti paacusinwaadeaasinawsne ..---| $34,059,010 | $27,271,560 | $24,828, 440 
RINDIO WES GRNNUN DMN a so ed cece dsktecens ceuwdaaed 67, 934 | 2, 575 , 000 
Other miscellaneous operating expenses. --.....--- ees 3, 041, 032 2, 683, 076 2, 492, 560 
ROUT TONS Soko soso secs eccananesoecwusnases 37, 167, 976 | 30, 027, 211 27, 406, 000 


OEE 
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NUMBER OF EMPLOYEES 


This is all administrative costs in the field and the District of ¢ 
lumbia. You have one figure here “Departmental employment,” 
347 people for 1956, against 430 for 1955, and then your field distr 
oftices—Philadelphia, Denver, and St. Paul—that is your 3 bie fe) 
offices; is that correct ? 

Mr. Beck. Yes, sir, 

Mr. Tuooras. Philadelphia, Denver, and St. Paul. You have 5,60) 
as against 5,902 for 1955. You certainly have come down In your 
employment and your dollars for the Department in the last 5 Vears 

“This estimate provides for the cost of personal service, cost of 
travel and other expenses required at central office, and the Insurane 
centers in the administration of various insurance and related acti 
ties for which the Deputy Administrator for Insurance is responsible, 
This is purely administrative costs for these acts that you administe; 

1. The United States Government life insurance. 

2. National service life insurance, 

3. Servicemen’s indemnity insurance, 

4. Insurance policies for people in the service—that is sailors and 
soldiers civil relief, isn’t it? 

5. War Compensation Act of 1924. 


WASHINGTON, D. C.. FIELD OFFICE 


What about this field office in the District of Columbia? 

Mr. Beck. Prior to reorganization, the operations and staff in the 
District of Columbia were one. That office has all of the United State 
Government life-insurance accounts for World War I. The running 
allotment accounts for men in service. Those are the principal activ 
ties. Those are basically their major functions and they are in opera: 
tions. 

Mr. Tuomas. You have a reduction in people. Why is that’ 

Mr. Brecr. We are decentralizing to our three other field offices 
For instance, all the cases that were under Waiver, allotment. cases 
under waiver, of men in the service, 

Mr. THomas. What are your two activities? 

Mr. Breck. The United States Government life insurance. the entin 
operation of that. 

Mr. Tuomas. For everybody. 

Mr. Becx. For everybody. That is World War T[. It is United 
States Government life insurance as distinguished from nation! 
service life insurance. 

Mr. THomas. What is the other ? 

Mr. Breck. The allotment cases and inservice cases and retired wil: 
itary personnel whose premiums are paid by allotments. 

Mr. THomas. Why are those two activities here rather than in thi 
field ? 

Mr. Becx. The United States Government life insurance oper 
tion is not of sufficient size, we feel, to break down and send to the 
other offices. It is a smaller operation than, for instance, we hav 
in the St. Paul office. We believe it should be continued as a centra 
ized operation in the interests of better operations and economy. 
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Mr. Tuomas. For the fiscal year 1955 you had one-sixth of your 
total equipment right here in the District of Columbia office handling 
two items. 

Mr. Beck. Weare remedying that, sir. 

Mr. THomas. What did you take away from them in 1956 that they 
didn’t have in 1955? 

Mr. Beck. The increased program was started when men returned 
to service at the beginning of the Korean action. I am talking about 
men Who were out of service, who had their insurance and their 
records in the field offices. The policy at that time was to return 
all of those files to the central office, for this operation, and it was a 
much larger operation at that time. Then, also everybody had na- 
tional service life insurance or United States Government life insur- 
ance. Public Law 23 was enacted in 1951. It discontinued new issues 
to men going in service. They were placed under indemnity coverage 
without requirement of the payment of premium and there was no 
activity whatsoever necessary for us to carry on. So there has been 
a considerable decrease in the requirements in the District of Colum- 
bla Insurance center. 

Mr. Tuomas. Are you going to leave the District function as it is? 

Mr. Beck. I think it will remain basically as it is, Mr. Thomas. 

Mr. Tuomas. You know, we had to help the administration here— 
it took about 5 years of urging on our part to get you gentlemen to 
do something about this insurance—to get it out of Washington and 
put it in 2 or 3 places where you wouldn’t chase it from the district 
olive to the area and back to Washington and when you get it back 
tothe Washington office, go through the same thing. 

What is your time lag here, now, in processing paper? Are you 
current with your work 4 

Mr. Beck. Yes. I think our work at the present time, Mr. Thomas, 
basically, is in very good shape. We do have time on some of the cases 
coming out of service and some that are in service. The fact that 
sometimes there is a discrepancy of records between the service depart- 
ment and VA with regard to the effective dates of allotments and 
discontinuances and so ‘forth, delays do result in some cases. 

Mr. Tuomas. Are all the dividend checks for national service life 
sent out from Washington here? 

Mr. Beck. Oh, no, the annnal dividends, since 1952 are being paid 
by the field offices. 

Mr. Tuomas. You have really cut it down. You have justified 
your centralization move into the three insurance centers all right, 
in administrative costs. 

Mr. Beck. We feel so. 


OBJECTS OF EXPENSE 


Mr. Tromas, I notice here, your “Other objects.” Your salary bill 
for 19: 56 1s $24,828,440. T hat is department and field. Your “Other 
object” cost for the same period, $2,492,560. 


Your “Other objects” are running about 10 percent, are they not? 
Mr. Beck. Yes. 
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COMMUNICATION SERVICES 


Mr. Tuomas. How about “Communications service” in the field 
That seems to be running pretty high. 

Mr. Beck. Communications service is an overall item—now cor. 
rect me on this, Mr. Baker, if I am wrong on this—and a distribution 
presumably on the basis of utilization—of the cost—is made to the 
different departments. That amount that we are charged with—an{ 
TI don’t see the figure just now is 

Mr. Tuomas. It is $989,725. 

Mr. Beck. Not for the Department of Insurance. 

Mr. Tuomas. That is in the field. Last year it is $1,090,595 and this 
year it is $989,725. For the District of Columbia and the field, it j 
about $1 million. Why is that? 

Mr. Breck. Most of that is postage. 

Mr. Tuomas. Where is the breakdown ? 

Mr. Beck. On pages 4-25. I am confused on that, Mr. Thomas 
The increase in penalty mail is considerable when you consider the 
mailing of premium notices and various other things. 

Mr. THomas. But other communications services you have her 
set out at $926,285. Telegraph is $22,320. Telephone, $24,800. 

Mr. Garpner. There is $919,000 for penalty mail. 

Mr. Tuomas, Is that for sending out notices for monthly pay- 
ments and so forth? 

Mr. Beck. The receipts are sent only upon request but actually 
it is the billing. Sending out premium notices and the billing is the 
large item in that. 

Mr. Tuomas. That is on a monthly basis, mostly ? 


Mr. Becx. Yes, we are dealing largely with monthly premium 
paying cases, using the pack form of billing. However, the annual 
and semianual ones are also going out. 


RENTS AND UTILITIES 


Mr. Tuomas. What is this rent and equipment item here? Tabulat- 
ing equipment $133,280. 

Mr. Beck. That is mostly mechanical. 

Mr. Tuomas. For bank proofing machines, $24,000. Microfilming, 
$19,500. 

What microfilming do you do over in your shop? 

Mr. Beck. We microfilm all remittances and posting media to 
handle the records of payments, very much the same as banks do. 
We may always have a reference on any disputed case as to whether 
or not payment was made and was timely received. 
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Muuirary AND NAvAL INSURANCE 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate| 1956 estimate 





—_—— 


Appropriation or estimate: | 
Deer Ga Cn cin ok nook waitamelimennmernee $1, 496, 000 $4, 932, 000 















































$4, 868, 000 
Permanent indefinite. ................. 153, 963 | 125, 000 126, 258 
Unobligated balance brought forward 3, 615, 247 | 249, 493 48, 493 
Recovery of prior year obligations................-....------.- TL TS aks apanketbcatascksanleconias 
Total available for obligation __..........-.-..---------- | 5, 205, 956 5, 306, 493 5, 042, 752 
Unobligated balance carried forward.............------------- — 249, 493 —48, 493 —16, 7 
ounpeiet So | 5, 046, 463 | 5, 258, 000 5, 026, 000 
Obligations by activities 
Description | 1954 actual | 1955estimate | 1956 estimate 
1. Monthly payments to beneficiaries: 
(6) Fo. Sacnicttareeens e+ stalled agit cilaaind | $4,188,123 | $4, 100, 000 | $4, 000, 000 
(0) a ie aces ass edie bait aen Sinciin anata 10, 948 | 10,000 | 9, 000 
2. One sum benefit payments-.---.-..--..-.-.- ee 29, 648 | 25, 000 25, 000 
3. Payment to “United States Government life-insurance 
fund, Veterans’ Administration’’............--.-.--- Sloat 817, 744 1, 123, 000 992, 000 
ORAM IG ioc iin hh wddnddacansedtacese | 5, 046, 463 5, 258, 000 | 5, 026, 000 
| : | 
Obligations by objects 
Object classification | 1954 actual | 1955estimate | 1956 estimate 
ll Grants, subsidies, and contributions (payment to “United | 
States Government life-insurance fund, Veterans’ Ad- 
WR Eiki nt ii dea, en het Coen eee $817, 744 $t, 123, 000 $992, 000 
12 Pensions, annuities, and insurance claims_-_---...---- hitasal 4, 228, 719 4, 135, 000 | 4, 034, 000 
COR hss cic ccc teickniansiinteyaiens 5, 046, 463 5, 258, 000 | 5, 026, 000 
| 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 




















| 1954 actual | 1955 estimate | 1956 estimate 
Obligated balance brought forward __......-......--.--------- $91, 398 CMU lonckinedotuwnae 
Obligations incurred during the year.......-.....--.-----.-.-- 5,046,463 | 5, 2£8, 000 $F, 026, 000 
; 5, 137, 861 | 5, 251, 102 5, 026, 000 
Adjustment in obligations of prior years. ........--...-..--.-- PT Bede deatesanbes Deis 
Obligated balance carried forward_.......-.-.-..------------- $408 | ......---.--, l-oneonsaioeses 
OMG ith es ce ek Te | 5,114.013| 5,251,102 | 5, 026, 000 
Expenditures are distributed as follows: eal a 
Annual definite appropriations: 
Out of current authorizations. -...............------.-- i 4, 960, 034 i 4, 883, 507 4, 851, 249 
oo fl eee | oe 242, 595 48, 493 
Permanent indefinite appropriations: 
Out of current authorizations. -..-.............---.-..- } 153, 979 { 125, 000 126, 258 
Out of prior authorisations... ...............ecesccees — Pr assnononrnerkiersnenenneie 
iil a a i I ee 
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Mr. Tuomas. Mr. Reporter, insert pages 13-1, 2, and 3 in the reco 
at thistime. That is an estimate of $4,868,000 for military and nays 
insurance. 

(The information requested follows :) 


Vilitary and naval insurance, Veterans’ Administration, $4,868,000 
Payments are made from this appropriation under two main categories: 
(1) Direct payments to insureds and beneficiaries in accordance with thy 
provisions of the War Risk Insurance Act (Public Law 90, 65th Cong.), ang 
(2) Transfers to the United States Government life insurance fund f 
certain death, total permanent disability, and total disability claims incidep; 
to the military or naval service of the insureds. 

Direct payments at the rate of $5.75 per month per $1,000 of insurance are mad 
to insureds who became totally and permanently disabled while covered unk 
yearly renewable term insurance (war risk insurance) ; payments at the rate ; 
$25 per month are made to veterans who became totally and permanently (is 
abled within 120 days after entrance into service without having applied for war 
risk insurance. Payments of $5.75 per month per $1,0.0 of insurance are made 
to beneliciaries of insureds who died while covered under war risk insurance ( 
who died while receiving total permanent disability benefits but before havin 
received 240 such monthly payments; likewise the beneficiaries of serviceme 
who were covered under the $25 monthly benefit automatie insurance provisio 
receive the remainder of the 240 guaranteed installments which were unpai 
at the death of the servicemen. Single-sum payments representing the con- 
muted value of the balance of the guaranteed 2/0 installments remaining unpa 
at the death of the last beneficiary are made to the estate of the insured. Single 
sum Settlements are also made which represent a compromise between the veterai 
or his legal representative and the Government as to the amount payable o1 
account of total permanent disability or death. 


| 

Fiscal year | Fiscal year 

1955, revised 1956, 
estimate estin 


| Fiscal year 


) aw a wie ric ° 
Direct payments to insureds and beneficiaries 1954, actual 





(a) Acbive GIMGDITIGy BWI O oon nec ince ccecmtawsesecassenncas | $4, 188, 123 $4, 100, 000 | 
(b) Active death awards 10, 948 10, 000 | 


29, 648 25, 000 | 


4, 228, 719 | 4, 135, 000 | 

Transfers to the United States Government life insurance fund are made t 
cover obligations incurred under United States Government life insurance 
policies under the following provisions of the World War Veterans Act 1924 
(Public Law 242, 6Sth Cong.), as amended : 

(1) Section 302—death and total permanent disability claims determined 
to be traceable to the extra hazard of the military and naval service. 

(2) Section 313—total disability claims determined to be traceable to the 
extra hazard of the military and naval service. 

(3) Section 28—waiver of recovery of overpayments and erroneous pay: 
ments. 

Transfers are also authorized under section 10 of the Insurance Act of 195! 
(Publie Law 23, 82d Cong.) covering death and total permanent disability claims 
incurred while waiver of United States Government life insurance premiums is i0 
effect. 

Reimbursements to this appropriation represent unpaid war risk insuranc 
premiums, which were covered by liens held against United States Governmet! 
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ife insurance policies. These premiums when collected are deposited to the 
redit of this appropriation. 


. Fiseal year . 
| Fiseal year 1955 Fiscal year 
1954, a 1956 

ts revised . 7 


actual ‘stimate 
— estimate | °S#mate 


insfers to U. S. Government life insurance fund for— 
Dn ath claims, sec. 302, WW VA, 1924_- -..-| $289,039 | $460, 000 $420, 000 
») Total permanent disability claims, sec. 302, WWV AS m..| 162, 430 260, 000 240, 000 
c) Total disability claims, sec. 313, WWVA, 1924. -....-.....--]} 98, 750 93, 000 87, O00 
iveath claims, see. 10, Public Law 23..-...__-- ay 104, 579 | 150, 000 | 120, 000 
e) Tot \] permanent disability claims, sec. 10, ¥2 ublic Law 23-- 162, 946 160, 000 125, 000 
f) Waiver of recovery of overpayments, sec. 28, WW VA, 1924_ None None | None 


i 


Tet SE ci rdntitindttndtindisbanwdanectsenassdeyenon 817, 744 1, 123, 000 992, 000 
| 


The estimated income for the appropriation is $126,258. The unobligated 
balance brought forward is $48,493. The requested appropriation of $4,868,000 
together with the income of $126,258 and tue unobligated balance of $48,493 
gives a total of $5,042,751 available for obligation. The estimated expenditures 
wuring the year are as follows: 

Direct payments to insureds and beneficiaries__.___._~__- oe 
Payments to U. 8S. Government life insurance fund__-~_-_ oats v2, 000 
"Total. GxpOnIIGU TON. 36 tn ee _.... 5, 026,000 

Subtracting the total expenditures, $5,026,000, from ag tot: ul available, $5,0!2,- 
751, leaves an unobligated balance of $16,751 carried forward into the subse- 
quent year. 

Mr. THomas. Where do you get this figure of $4,868,000 ? 

Mr. Beck. That figure is largely the payment for the continued 
death claims and total permanent and disability payments on the old- 
ierm insurance, granted at the beginning of World War I. Those 


are based upon death and total disability. 

Mr. Tuomas. Direct payments at the rate of $5.75 per month, on 
51,000 of insurance were for becoming totally dlisabled while covered. 
This is purely a mathematical computation and there is nothing you 
can do about it, is there ? 

Mr. Beck. That is right. 

Mr. THomas. And the administrative costs we have already covered. 


NATIONAL ServIcE Lire INSURANCE 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955estimate 1956 estimate 


\ppropriation or estimate: 
Annual definite ‘ $75, 000, 000 $30, 570, NON $81, 300, 000 
Permanent indefinite _ _- 665, 964 666, 600 672, 480 
insferred to “‘Servicemen’s indemnities, Veterans’ Admin- 
istration,’’ pursuant to Public Law 149_..........---- : , 800, 000 | 


\djusted appropriation or estimate: | 
Annual definite- : ie Saacaieill 3, 200, 000 30, 570, , 300, 000 
Permanent indefinite. __- cae eeee ee eee 665, 964 | 166, 690 | 672, 480 
bligated balance brought forward 544, 139 766, 715 5, 160 
Kecovery of prior-year obligations. Sas 13, 331 


tal available for obligation. ..........._-- ; 74, 423,434 | 32,003,315 , 977, 640 


: nob i rated balance carried forward -_- : : 7 766, 715 —5, 169 —5, 160 


. 656, 719 31, 998, 15: , 972, 480 
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Obligations by activities 
oa . | aes 
Description 1954 actual | 1955 estimate | 1956 estimg, 


1. Payments to ‘‘National service life insurance fund, Vet- | 

erans’ Administration’’: | 

(a) For death and disability claims traceable to extra | 

hazards of military service: 

(1) Death claims_ Sa sad $22, 122,036 | $14, 455, 341 

(2) Disability claims---_-_--_---- cacao 3, 856, 937 3, 637, 176 

(6) For gratuitous insurance - _- : 3, 464, 175 1, 250, 000 
(c) For waiver of recovery of erroneous pay ments or | 
overpayments... _- 82, 373 

(d) For death while under waiver prov isions of Public | 

Law 23, 82d Cong-- 43, 133, 667 | 11, 653, 624 


99, 050 


Total payments to national service life insurance | 
fund neh oa aan _72, 659,188 | 31,085, 191 | 
Direct payments: | 
(a) For insurance and disability income issued to 
persons partially disabled from a service incurred 
disat ility: 
(1) Death claims Mosmtiihe oti 348, 754 363, 000 
(2) Disability clairs.___.- 69, 275 76, 500 
(0) For claims where applicants “were ‘Tejected for 
medical reasons and claimant died in line of duty-_| 90, 019 87, 902 
(c) For clairs where insured died after date of appli- | 
cation but before effective date , 189, 916 188, 705 
(d) For claims on insurance disc ontinued because | 
insured was discharged to accept commission, | 
was absent without leave, or was court-martialed_| 194, 233 | 196, 857 
(e) Adjustment to finance service obligations.........--| 105, 334 | | 








Total direct payments__-__.-- 997, 531 912, 964 


Obligations incurred -......._-- iivthuseencat taxeuvee 31, 998, 155 | 


ene sa 7" oe 


Object classification | 1954 actual | 1955 estimate | 1956 estin 


11 Grants, subsidies, and contributions (payments to ‘‘Na- 
tional service life insurance fund, Veterans Administra- 


12 Pens.ons, annuities, and insurance claims_.---.----------- 997, 912, 964 


Obligations incurred 73, 656, 719 31, 998, 155 


| 
| 

Sg ‘i $72, 659, 188 $31, 085, 191 
aig 
. 


Analysis of expenditures 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


| | 
1954 actual | 1955 estimate 1956 estimate 


Obligated balance brought forward 
Obligations incurred during the year | 73,656,719 





73, 666, 372 
Adjustment in obligations of prior years —13, 331 | 
Obligated balance carried forward.....................-..-.. > +4, 021 |. - 


73, 657, 062 | 81, 972, 


Expenditures are distributed as follows: 
Annual definite appropriations: 
Out of current authorizations 81, 24, 
Out of prior aubRerisetiens....... .. 0c. coc ceccascccscccsnn 
Permanent indefinite sporenes ations: 





stimate 


021, 516 
950, 94 


972, 4% 


972, 480 


294, S40 
5, 160 


672, 49 


— 
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What about national service life insurance. Will you insert pages 
14-1, 2,3 and 4 in the record at this point. 
(The information referred to follows :) 


National service life insurance appropriation, Veterans’ Administration, 
$81,300,000 

This appropriation covers payments to the national service life insurance fund 
to meet obligations sustained by that fund incident to mortality cost on account 
of deaths traceable to the extra hazard of military or naval service as such 
hazard may be determined by the Administrator ; the cost of waiver of premiums 
on account of total disability traceable to such extra hazard; the cost of pro- 
viding gratuitous insurance to certain members of armed services under sections 
602 (d) (2) and 602 (d) (3); the cost of death claims incurred while waiver of 
national service life insurance premiums was effective under section 622; the 
cost of waiver of recovery payments under the provisions of section 609 on na- 
tional service life insurance policies in accordance with the provisions of part I, 
title VI, Public Law 801, 76th Congress; the payment of benefits directly from 
the credit of premiums directly to the appropriation under the authority of 
section 602 (ec) (2), 602 (c) (3), 602 (m) (2), 602 (p), and 602 (v) (1) of the 
act as amended August 1, 1946, Public Law 589, 79th Congress. 

The amount appropriated under this title for fiscal year 1954 was $75 million. 
The unobligated balance brought forward to fiscal year 1955 was $766,715. This 
carryover plus the fiscal year 1955 appropriation in the annual act of $30,570,000 
plus the estimated premium receipts credited to this appropriation of $666,600 
makes a sum of $32,003,315 available for obligation. The estimated obligation 
for fiscal year 1955 is $31,998,155. For fiscal year 1956, it is estimated that 
premium receipts will total $672,480 and that a balance of $5,160 will be for- 
warded from the prior year. Obligations are estimated at $81,972,480, which 
accounts for the necessity of requesting an appropriation of $81,300,000 for fiscal 
year 1956. 

This estimate of appropriation covers the following major items: 

A. Transfers to the national service life insurance fund to cover obligations 
sustained by that fund for the following provisions of the National Service 
Life Insurance Act of 1940 and subsequent amendments: 

1. Section 607 (b): Death claims determined to be traceable to the extra 
hazards of military service. 

2. Section 607 (c): Premium waiver disability claims determined to be 
traceable to the extra hazard of military service. 

3. Section 609: Cost of waiver of recovery of erroneous or overpayments. 

4. Section 602 (d) (2) and (d) (3): Gratuitous death and disability claims. 

5. Section 602 (v) (2); Total disability income claims determined to be due 
to the extra hazard of military service. 

6. Section 622: Death claims incurred while waiver of national service life 
insurance premiums is effective. 

Lb. Direct payments from the appropriation to the legal recipient as provided 
for by the following sections: 

1. Section 602 (v) (1): Total disability income issued to veterans with service 
connected partial disability (‘““H” disability cases). 

2. Section 602 (c) (2): Insurance issued to veterans with service connected 
partial disability who are ineligible for fund insurance (“H” insurance). 

3. Section 602 (c) (3): Claims where applications for insurance were re- 
jected for medical reasons and insured died in line of duty. 

4. Section 602 (p): Claims on cases where insured died after date of appli- 
ation but before effective date of insurance. 

5. Section 602 (m) (2): Claims on insurance discontinued because insured 
was discharged to accept commission, was absent without leave, or was court 
martialed. 

C. Premium receipts which are credited directly to the appropriation: 

1. Section 602 (v) (1): Premium receipts for disability income issued to 
persons with service-connected partial disability. 

2. Section 602 (c) (2): Insurance issued to persons with service-connected 
partial disability who are ineligible for “fund” insurance. 


58616—55—pt. 218 
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The following statement presents by section number, the detail of the act 
financial transaction for fiscal vear 1954, the estimated financial transacti 
for fiscal year 1955 and fiscal year 1956 in the respetcive sequence of preceding 
paragraphs A, B, and C. 


Statement of disbursements and receipts 


Revised fiscal year 1955 


Fiscal year |—— - —| Fiseal 


O84 acti: ORR act 
1954 actual Original Revised 1956 esti 


estimate estimate 


A. Transfer from this appropriation to the fund: 
1. See. 607 (b) 7 ; ---| $22, 122, 036 $ 419 $14, 445, 341 
2. Sec. 607 (e) 3, 840, 825 3, 262 3, 620, 576 
3. Sec. 609 2,373 550 99, 050 
4. See. 602 (d) (2) and (d) (3)_- 3, 464,175 7 1, 250, 000 
5. See. 602 (v) (2) ‘ | », 112 23, 310 16. 600 | 
29 : 5 7 s 43, 133, 667 22, 321, 983 11, 653, 624 | 
! 


6. Sec 


Dee 


Subtotal, transfers , was 2, 659, 188 36, 213,524 | 31,085,191 
B. Direct payments from this appropriation: 

1. Sec. 602 (Vv) (1) 

2. Sec. 602 (ce) (2 

3. Sec. 602 (ce) (3) 

4. Sec. 602 (p) 

5. See. 602 (m) (2) 

6. Adjustment to finance service obli- 

gations 


Subtotal, direct payments.- 7, 5é 997, 317 912, 964 


©. Premium receipts credited to appropriation: 
1. Sec. 602 (v) (1) 2, 1¢ 38, 52 26, 750 
2 Sec. 602 (c) (2) 153. 602, : 39, 850 


Less subtotal receipts 365, 96 340, 666, 600 


Total, net disbursements (A+B— | 
C). 2, 990, 75: 36, 570, 31, 331, 555 


Less: U ne xpended balance forws ar led from 

prior vear oat 557, 766, 715 
Add ifaaatnaan ied balance forwarded — | 

subsequent year-- _766,7 d del 5, 160 | 


Grand total, appropriation estimate __- 7 73, 200, 00) 36, 570, 000 39, 570, COO | 


Mr. Tuomas. You have $81,300,000 as against 31,570,000 for last 
vear. Why the increase here / 

Mr. Beck. We are carrying over a deficit of about $46 million, Mr. 
Thomas. From the latter part of 1954 and the year 1955. ‘There were 
between four or five thousand missing in action cases—carried as 
missing in action—and subsequently dec clared dead. We started pay- 
ment of those death claims in the latter part of 1954. 

Mr. THomas. Thisall arises by virtue of Korea, is that right ? 

Mr. Beck. That is right. 

Mr. THomas. The increase of 35 or 40 million dollars ? 

Mr. Beck. That is right. 

Mr. THomas. The amount appropriated for fiscal 1954 was $75 
million. The unobligated balance brought forward to fiseal 1955 
was $776,000. This carryover, plus the fiscal year 1955 appropriation 
in the amount of $30 million plus estimated premiums credited this 
pers of $660,01 10, making the sum of $32 million available for 
obligation. 

The estimated obligation for 1955, fiscal year, is $31,998,000. For 
fiscal 1956 it is estimated that premium receipts will total $672,000 and 
that a balance of $5,000 will be forwarded from the prior year. Obli- 
gations are estimated at $81 million. Why the jump there? 
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ual Mr. Beck. There were claims there for which funds were not made 
ons available. 
ling 


Mr. Tuomas. You are using your carryover ? 

Mr. Beck. Yes, sir. 

Mr. THomas. $34 million is the amount required for 1956, if this 
deficit were not there. 

There is an obligation by law and when it becomes due you can do 
a nothing about it except pay it; is that correct ? 
: Mr. Beck. That is right, it has been paid out of the fund, and the 
fund must be reimbursed. 

Mr. Tuomas. And you need $35 million or $40 million to get your 











|, 20) , ii 
33 fund current. 
oo SERVICEMEN 'S INDEMNITIES 
), 60 : . : 
» 24 Amounts available for obligation 
aT (Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 
Ons 1954 actual | 1955 estimate | 1956 estimate 
7 a ela data et eee 
owe \ppropriation or estimate $25, 000, 000 $30, 000, 000 $40, 500, 000 
vy: Transferred from ‘National service life insurance appropria- 
tion, Veterans’ Administration,’’ pursuant to Public Law 
149___- 1, 800, 000 
984 (djusted appropriation or estimate. . 26, 800, 000 30, 000, 000 40, 500, 000 
: Unobligated balance brought forward 90, 903 | 3, 389, 878 | 2, 123, O64 
Kecovery of prior year obligations_ $1, 035 
: = Total available for obligation _._- 26, 93). 938 33, 389, 878 42. 623. O84 
; Unobligated balance carried forward _- —3, 389,878 | —2,123, 04 —579, S50 
o Obligations incurred _ asidink & dcvalegietaaiatts i 23, 542, 060 31, 266, 814 42, 013, 214 
), 000 ne ae 
Obligations by activities 
, Lt 
Monthly payments to beneficaries—death awards: 
p 10 iis adh ettis acini ecraahandakciitic.pthactalh tnidsiaiibscatatas _....._. $23, 542, 060 
, 000 ea i a ay cen a i ae ee 
Bg eh Ns casa Sadie te oc tinge Mh cea aiomacalaab eA see ncadgaee a cainécascbotiabrie mmm Sey O40, 214 
ist Workload by activity 
Number of death cases: 
nN a i mbenGvsiscs ait dae eoiieoaste saa ae 
Ir. a ea caie eicat dink ae eh eee ees ‘shsiartitiee tate ____._ 8, 500 
Te Raa Sa cassis sabe Sad a dra ce ee acai tern aden eae a es canes csi 
as Obligations by objects 
Ly- 1 Pe y " ¢ itiac « ; . « ’ ‘lai * 
’ 12 Pensions, annuities, and insurance claims: 
TN ie Nin cea habia cnc ee iS Sit Se iad eo ee ae ee $23, 542, 060 
Se a a il era eee 31, 266, 814 
ROI a a a a ca a a aa ae oe 42, 043, 214 
Analysis of expenditures 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 
yh : 
DD 1954 actual | 1955 estimate | 1956 estimate 
On ‘2 a a a — = = cee _ pee eae Te = 
lis Oblig ited balance brought forward. .........-....--...-_- $58, 445 | $58, 570 |_- . : 
Obligations incurred during the year_._.__-...--_- Seat a 23, 542, 060 31, 266, 814 $42, 043, 214 
or ~— —- —_—_-— - - 
; 23, €00, 505 31, 325, 384 42, 043, 214 
Adjustment in obligations of prior years __.............__..--- SEU t-caccaty cecied acl decsiviacm orci 
or Obligated balance carried forward_....__.-.-.-------.--------- — 58, 570 = 
nd Tn ON oS aes 23, 500, 900 31, 325, 384 42, 043, 214 
li- Expenditures are distributed as follows: : 
Out of current authorizations --- scone -\ 93 sop ano f 27,876, 936 39. 920, 150 
Out of prior authorizations_...________-- es © sere \ 3,448, 448 2, 123, 064 
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Mr. Tuomas. Insert page 15-1 of the justification. 
(The information requested follows :) 


Servicemen’s indemnities, $40,500,000. 

The Servicemen’s Indemnity Act of 1951 provides automatic indemnity cover. 
age to all members of the Armed Forces during their active-duty status, and for 
an additional period of 120 days after discharge from active duty, in the amount 
of $10,000, less the aggregate of national service life insurance and/or United 
States Government life insurance carried by individuals. Benefits are payable 
to beneficiaries at the rate of $9.29 per $1,000 of the amount of indemnity cover. 
age. The due date of the first payment is the date of death. Payments continue 
for a period of 120 months. 

These estimates provide funds for payment of indemnities on new awards 
anticipated in fiscal year 1956 and for the payment of indemnities on the claims 
awarded through fiscal year 1955. The estimated requirements are based upon 
peacetime activities in the armed services. In estimating the total amount of 
claims to be awarded in fiscal years 1955 and 1956 due allowance has been mate 
for the increasing proportion of members of the armed services who are covered 
under the Servicemen’s Indemnity Act; formerly a substantial number carried 
national service life insurance or United States Government life insurance, but 
the proportion of these is steadily decreasing as these members leave the armed 
services. Cognizance has also been taken of the fact that the peacetime deaths 
can be processed with greater facility, and consequently speed, than those result- 
ing from hostilities, so that the number of back installments payable on each 
award will be reduced to an average of 7144 months as against 1014 months in 
fiscal year 1954. 


Mr. Tuomas. Servicemen’s indemnities covers what activities ? 

Mr. Breck. That coverage which has been granted to a man who 
has entered service for the first time since April 21, 1951. 

Mr. Tuomas. This took the place of what old formal program ? 

Mr. Becr. National service life insurance. 

Mr. Tuomas. What happens to your administrative costs? 

Mr. Beck. They are decreased. You mentioned a while ago our 
eliminating the number of people we had in Washington here. One 
of the items I mentioned was the discontinuance of new issues of 
national service life insurance. 

Mr. Tuomas. You have reduced administrative costs, and that is 
one of the big things. What is the status of this fund, too? 

Mr. Puiuurrs. It also took the place of NSLI, and Government 
life, for the record, too. 


ESTIMATED REQUIREMENTS OF PROGRAM 
Mr. Tuomas. We had better put table 15-2 in here. 
(The information referred to follows :) 


The total fiscal year 1954 actual, and fiscal year 1955, and fiscal year 1956 
estimated requirements for servicemen’s indemnities are shown on the following 
table: 





Fiscal year 
| 1955 revised 
| estimate 


Fiscal yes 
1956 estimate 


| Fiscal vear 
| 


1954 actual 


(a) Face arrount of claims active beginning of yvear____- | $107, 741, 500 | $181,303, 500 | $266, 303, 500 
(6) Disburserents drring fiscal veaa on (a): (a). 00929 12_- 12) O11, 022 20, 211, 714 29, 687, 514 
(c) Face aronnt of claims awared during year | 73,562,000 85, 000, 000 95, 000, 000 
(d) Mont*ly instalrrents pavabie on (c), assumed average of | | 
14 ront* ly instalr ents. _- | 111,531,038 | 11, 055, 100 | 12, 355, 700 
(e) Disb rserrents from appropriation on all claims (6)+(d)_- , 542, 06 31, 266, 814 42, 043, 214 
ip Balance at beginning of vear , 9 3, 389, 878 2, 123, 064 
) Appropriated during year ‘ 30, 000, 000 40, 500, 000 
(h) Balance end of fiscal year (f)+(g¢) —(e) R¢ 2, 123, 064 579, 850 


1 Average 17 months payments, somewhat bigh because of settlement of a substantial num ber of deaths 
formerly carried as missing in action in the Korean hostilities. 
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Mr. Tuomas. What is the status of the fund now? 

Mr. Becx. At the present time, it is about $18 million. 

Mr. Tuomas. “Face amount of claims active at beginning of year 
$266 million.” A cutoff date has been applied to this program, now? 

Mr. Beck. None whatsoever. 

Mr. Tuomas. For fiscal year 1954, it was $26,800,000, last year 
it was $30 million, and this year you seek $40,500,000. 

Does that bring the fund fairly current ? 

Mr. Hietry. That will take care of our needs. 

Mr. Tuomas. How many claims do you anticipate in 1956? 

Mr. Becx. Nine thousand five hundred, approximately. 

Mr. Evins. Is that on an actuarial basis for base time? 

Mr. Beck. Oh, yes. 

Mr. Tuomas. Does that get all these five programs now? 

Mr. Putu1rs. Yes, I think so. 

Mr. Beck. Those are the only ones for which we are asking appro- 
priations. 

Mr. Tuomas. Thank you, gentlemen. 


Turspay, Marcu 1, 1955. 
Mr. Tuomas. Will the committee please come to order? 


GOVERN MENT INSURANCE PROGRAMS 


When we adjourned yesterday, we were discussing insurance. I 


wonder if we can get a quick rundown here in summary on these five 
programs? Whois here to handle that? 

Mr. Ketsry. Mr. Gardner is here, sir. 

Mr. Tuomas. We had no form of insurance during the Spanish- 
American War; is that correct? 

Mr. Garpner. There was no form of insurance until October 6, 
1917. . 

Mr. Tuomas. So we have these various programs of insurance deal- 
ing with World War I, World War II, and of course the Korean war. 

Mr. Garpner. And post-Korean, of course. 

Mr. Tuomas. I wonder if you will take these 5 programs that you 
administer and put them in table form and show in 1 column for each 
1 of the 5 programs the number of policies outstanding for each 
program, and the cost to the Government for each of the programs 
ona yearly basis? Say, the number of programs outstanding in the 
fiscal years 1955 and 1956, and the cost to the Government, and then, 
for those 2 years, give some prognosis at the end of your table as to 
the ultimate cost to the taxpayers of each of the 5 programs and 
what the cost has been through fiscal 1955. 

Mr. Garpner. From the beginning of the program? 

(The table requested may be found on p. 1273.) 

Mr. THomas. That is right; yes. I imagine you have that infor- 
mation available right now. What is the total amount of policies 
outstanding in each 1 of your 5 programs? 
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UNITED STATES GOVERNMENT LIFE INSURANCE 


Mr. Garpner. The United States Government life-insurance pro- 
gram has in force at this time 

Mr. Tuomas. That is the World War I program / 

Mr. Garpvner. Yes, sir. 

Mr. Tuomas. All right. 

Mr. Garpner. 407,500 active policies. That is old World War | 
insurance that was issued, Mr. Thomas, up until 1940 to anyone 
entering the service, up until the National Service Life Insurance 
Act. 

Mr. THomas. That is World War IT. 

Mr. Garpner. That is when National Service Life Insurance Act 
was passed which is generally referred to as World War If. That 
was passed October 8, 1940. 

Mr. Tuomas. Well now, what has been the cost to the Government 
on United States Government life insurance, say, through the cal 
endar vear 1954, the latest figure ? 

Mr. Garpner. Mr. Thomas, I would have to furnish that figure. | 
do not have it with me from the beginning. 

Mr. Tuomas. Do you have an approximate figure? 

Mr. Garpner. No, sir; I do not even have an approximation. 

Mr. THomas. Wherein does the liability to the Government. accrue 
on this type of insurance ? 

Mr. Garpner. The liability on the insurance itself arises only from 
the extra-hazard feature of the law and the administrative cost. 

Mr. Tuomas. In other words, the policyholder pays a premium 
through 1940. Was that changed over after 1940? 

Mr. Garpner. No, sir; that insurance continues as long as the policy- 
holder is alive and continues to pay premiums. 

Mr. Tuomas. That was the contract that the Supreme Court held 
could not be varied, and so forth. The policyholder pays a premium 
monthly, quarterly, annually, some premium, but that premium covers 
what? 

Mr. Garpner. That premium in term insurance covers only what 
might be called the pure insurance cost. In other words— 

Mr. Tromas. Does it also cover the administrative cost? 

Mr. Garpner. Not in premium. The law provides that the cost of 
administration of all of the insurance programs is borne by the United 
States. 

Mr. Tuomas. Borne by the United States. This premium, then. 
covered what he paid for—just normal insurance. 

Mr. Garpner. That is correct. 

Mr. THomas. The Government pays for the extra hazard connected 
with war. 

Mr. Garpner. That is specifically provided. 

Mr. Tuomas. Do you have any figures as to what that has been 
costing on an annual basis? 

Mr. Garpner. No, sir; we have never had that question up. I will 
be very glad to supply the figures for the record as to the amount of 
extra hazard. Of course, I have the recent figures in the budget 
presentation itself. 








ee ae 
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Mr. Tuomas. The money has been appropriated in the fund and 
it has not been broken down to where you could get a clear view of the 
annual cost. Do you have a figure there of what has been the total 
cost to date or some recent figure ? 

Mr. GarpNER. No, sir; I have no total cost. figure. 

Mr. Tuomas. Do you have an approximate idea ? 

Mr. Garpver. I have no approximate idea. That goes quite a ways 
back. It would require quite a bit of study to 1940. 

Mr. Tuomas. You would have to go back and add up your appro- 
iations. 

Mr. Garpner. No, sir; we have had two different kinds or two 
different funds to administer: National service life and United States 
government life. Since 1940. And then in 1951 there were added 
two more forms of insurance. 

Mr. Tuomas. What was the difference between your 1940 program 
and your 1951 program, when you got into Korea? 

Mi. Garpner. What was the difference, in what w ay? 

Mr. Tuomas. That is what I am asking you. 

Mr. Garpner. The difference in the systems of insurance was that 
after 1940, no United States Government life was issued to anybody 
except those people who had served psig October 6, 1917 and July 
2.1921. Those people, up until April 25, 1951 

Mr. Tuomas. Wait a minute. The 1940 act was merely a cutoff, 
was it not ? 

Mr. Garpner. It was a cutoff for those people entering the service, 
left it available only to veterans of the actual war period of World 
War I. 

Mr. Tuomas. So, as a matter of fact, it did not add anything new 
or take anything away. It was purely a cutoff date, primarily. 

Mr. Garpner. That is right, sir. Yes, sir. 

Mr. Tuomas. So where was your change i in substance now ¢ 


SERVICEMEN’S INDEMNITI ES 


Mr. Garpner. On April 25, 1951, Public Law 23 canceled the right 
of veterans of World War I to buy United States and established a 
new system of insurance for men who had been eligible for the in- 
demnity provided by that act. The new system was ‘that on applica- 
tion within 120 days from discharge, the veteran might be granted an 
insurance policy on the term plan, nonconvert ible, and nonpartici- 
pating. 

Mr. Tuomas. Do you have any figures of the cost of servicemen’s 
indemnity to date ? 

Mr. Garpner. There are 3 years presented in this budget, Mr. 
Thomas, and you will find on page 15-2, that up through the fiscal 
year 1954, claims had been awarded on face amount of indemnity of 
$107,741,500, I 

Mr. Puiurrs. If you have been paying dividends on the national 
service life insurance, why have you not a table which would show 
offhand the amount that you have been paying for administrative 
costs ¢ 

Mr. Garpner. Because the administrative cost has nothing to do 
with the dividends, Mr. Phillips. The administrative cost is paid 
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by the United States. Now, many of our people handle both types 
of insurance and it is impossible with entire accuracy to separate 
costs. We do not have separate organizations to handle each systen 
of insurance. 

Mr. THom As. What. was the change from the Government life to 
servicemen’s indemnity? What were the changes! 

Mr. Garpner. Well, servicemen’s indemnity is outright iy 
granted to any man entering the service on or after April 25, 1951, 
in the amount of $10,000 or “the difference between any Government 
insurance they held at the time and $10,000. Then, at the time of 
death, the indemnity is payable in 120 installments of $9.29 each per 
thousand dollars. 

Mr. Tuomas. That is practically the same as the Government life 
insurance. 

Mr. Garpner. No, sir; the original war risk insurance was paid in 
240 installments of $5.75 each per $1,000. 

Mr. Tuomas. But it was still on an installment basis. 

Mr. Garpner. On an installment basis, yes, sir. 

Mr. THomas. What about the administrative cost just like it was 
under Government life ? 

Mr. Garpner. That is right. There is no administrative cost on 
the indemity until a claim arises. 

Mr. Tuomas. What does he pay for under servicemen’s indemnity 
insurance that the boys in World War I did not pay for? 

Mr. Garpner. The serviceman pays nothing for servicemen’s in- 
demnity. He is entitled to that by reason of service. It is a gratuity, 
No premium is charged. 


DIFFERENCE BETWEEN THREE TYPES OF INSURANCE PROGRAMS 


Mr. Tuomas. So I ask you, what is the difference in the way of 
what the soldier paid for, World War I, World War IT and service- 
men’s indemnity ¢ 

Mr. Garpner. The differences between the three systems are this: 
On World War I insurance, premiums were based by law on the 
American experience table of mortality, with interest at 314 percent. 
The National Service Life Insurance Act requires that premiums be 
based on the same table with interest at 3 percent. On servicemen’s 
indemnity there is no premium. That is in substance the difference 
between the three systems. 

Mr. Tuomas. Under the old Government life, the soldier or the 
sailor, or serviceman bought and paid for just normal life insurance, 
The Government paid for the extra hazard. 

Mr. GarpNner. That is correct. 

Sy Tuomas. Now, how does servicemen’s indemnity differ from 
that’ 

Mr. Garpner. That the serviceman does not pay for anything. 


NUMBER OF POLICIES OUTSTANDING 


Mr. Tuomas. How many policies are outstanding? 
Mr. Garpner. On United States Government life there are 407; 
500 active policies. On national service life, there are 5,821,480 active 





policies. Then there is the postservice insurance, known as veterans 
special term insurance. That was a new system provided by Public 
Law 23. There are 231,149 policies in force. On section 620 insur- 
ance, known as service-disabled veterans insurance, there are 9,016. 

Mr. TuHomas. What is the total there? 

Mr. GARDNER. 6,469,145. 

Mr. Tuomas. What is the fundamental difference between national 
service life and servicemen’s indemnity ¢ 

Mr. GarpNErR. The fundamental difference is that one is insurance 
for which the serviceman or veteran pays premiums; the other is a 
gratuity for which he pays nothing. 

Mr. Tuomas. So the gratuity really begins, the 100-percent gratu- 
ity, really begins in 1951 with the passage of the Servicemen’s In- 
demnity Act? 

Mr. GarpNnEer. That is correct, sir. 

Mr. Tuomas. And it applies only to the Korean veteran? - 

Mr. GARDNER. People entering the service now, of course, are cov- 
ered. 

Mr. Tuomas. For lack of a better term, we will call it Korea. 
What was that figure of outstanding policies under national service 
life? 

Mr. Garpner. 5,821,480 under World War IT. 

Mr. Tuomas. What was the original number of policies issued 
under national service life? Do you have any figures there? 

Mr. Garpner. Just about 22 million. 

Mr. Tuomas. About 21 or 22 percent of the boys have kept these 
policies up ? 

Mr. Garpner. Well, this 6 million now would be, of course, 25 per- 
cent of the total. 

Mr. THomas. Five million some out of how many? 

Mr. Garpner. Just short of 22 million originally. 

Mr. Tuomas. 22 million originally. What percentage holds in 
Government life? 

Mr. GarpNer. That is a little harder figure to define. You see, 
United States Government life was issued as term insurance during 
the period of World War I. At that time, there was slightly over 
4 million policies issued. Originally, the War Risk Insurance Act did 
not provide for the continuation of the insurance after discharge but 
it was added by the World War Veterans Act and its various amend- 
ments. 

At the peak of the United States Government life program, we had 
some 1,200,000 retentions or new additions because, you see, everybody 
entering the service up to 1940 could buy that insurance. 

Mr. Tuomas. What was that figure you gave a while ago for na- 
tional service life up to date? 

Mr. Garpner. 5,821,480. 

Mr. Tuomas. The cost ? 

Mr. GarpNerR. $82 million. 

Mr. THomas. The cost up to date? 

Mr. Garpner. I was not able to give you a cost up to date. 

Mr. Tuomas. The amount appropriated under this title for 1954 
was $75 million. And you are seeking $81,300,000 for this year? Do 





you have an approximate figure? What has been paid out since this 
program has been in operation since 

Mr. Garpner. I would have to check. If my memory serves me 
correctly, there has been close to $4 billion paid out of the appropria- 
tion since the beginning of the National Service Life Insurance Act. 

Mr. Tuomas. $4 billion. 

Mr. Garpner. Yes, sir. 

Mr. Yatrs. Policies or appropriations? 

Mr. Garpner. That is out of appropriations. 

Mr. Yates. For cost of administration ? 

Mr. THomas. No, that covers it all. 

Mr. Garpner. National service life appropriation which is separate 
from the expense, administrative expense that is. 

Mr. THomas. All right. Now, what is the total policies on service- 
men’s indemnity ? 

Mr. Garpner. Of course, Mr. Thomas, we have no policies on service- 
men’s indemnity. We do not enter into the picture in the usual sense 
until the man actually dies. 

Mr. Tuomas. For every man in the service then you can figure you 
have a policy on him? 

Mr. Garpner. To the extent that they do not have United States 
Government life or national service life. 

Mr. THomas. Do you have any estimate as to the number of those 
peonle who are denendent entirely upon this insurance ? 

Mr. Garpner. The servicemen’s indemnity ? 

Mr. Tuomas. Yes. 

Mr. Garpner. If the armed services at this time consist of 3,900,000 
men, the figure IT have seen in the papers frequently, there are about 
2.850.000 covered by the indemnity entirely. 

Mr. Tuomas. Two million eight. Well, do you have any figures 
as to the total amount you have paid out to date? 

Mr. Garpner. Only in face amounts. On page 15-2, the face 
amount of indemnity awards through 1954 is $107,741,500. 

Mr. Tuomas. Your table on 15-2, face amount of active claims for 
1956, is $266 million. 

Mr. Garpner. That is for the beginning of 1956, ves, and then on 
each $10,000 of that we pay 12 installment of $92.90. which is the 
amount asked in the appropriation. 

Mr. Tuomas. Well. for 1954, 1955, and 1956 there are about $550 
million for the 3 years? 

Mr. Garpner. No. sir. That amount is carried forward. That is 
cumulative to 1956, Mr. Thomas. 

Mr. THomas. Does not represent all the payments? 

Mr. Garpner. Those face amounts vou referred to are carried for- 
ward from one vear to the next. That item is designated “face amount 
of claims active at the beginning of the year.” 


DISBURSEMENTS UNDER SERVICEMEN’S INDEMNITIES PROGRAM 


Mr. Tomas. Js it your disbursement figure then that counts? 

Mr. Garpner. Yes, sir. 

Mr. Trromas. $23.5 million, $31 million, and $42 million for 1954, 
and 1956. 
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Mr. GarpNeR. That is correct, sir. 

Mr. THomas. Liability to the Government does not accrue until 
the death ? 

Mr. GarpNer. That is right, sir, and the money is not appropriated 
until the annual payments are due. The payments on each claim 
are appropriated each year. 

Mr. THomas. The Government’s liability ceases the minute he gets 
out of the service ? 

Mr. GARDNER. No, sir; 120 days thereafter. 

Mr. Tuomas. Then he hasa right toconvert it ? 

Mr. GARDNER. He cannot, but if he applies within that time, a non- 
participating national service life policy, which is known as vet- 
erans’ special term insurance 

Mr. THomas. Which of the three programs is the more economical 
now ? 

Mr. GarpNer. Well, there is no question that as far as administrative 
cost is concerned, the servicemen’s indemnity is the most economical. 
In net cost to the taxpayer, that is another question, a moot question. 

Mr. THomas. How is it moot ? 

Mr. Garpner. Under servicemen’s indemnity, the taxpayer, the 
United States, bears the full cost of all claims. Under an insurance 
system, they bear only the excess cost directly traceable to the extra 
hazard of military and naval service and the administrative cost. We 
furnished the Bates select committee an estimate of costs through 1956, 
which appears in—I forget the House committee print number—I do 
not recall the figures at the moment, either, and do not have a copy 
of it with me. 

Mr. Tuomas. Of course, when he gets out of the service under the 
first two programs, the extra hazard ceases; does it not? 

Mr. Garpner. Not always, sir. If he dies ultimately of a disability 
which was incurred as a direct result of the military and naval serv- 
ice, such as a wound, why, it is still an extra-hazard case. But gen- 
erally speaking, that dwindles down fast when he gets out of the 
service. 

Mr. Tuomas. Those two funds have been able to pay substantial 
dividends in the past several years ? 

Mr. Garpner. Yes, sir. The American experience tables 

Mr. Tuomas. If the Government had kept those surplus amounts 
that have been paid out in dividends and charged interest on them, 
what would be the difference in the way of cost to the taxpayers be- 
tween your three programs? 

Mr. Garpner. That would also require a considerable amount of 
calculation, Mr. Thomas. We paid out in the initial 1948 dividends 
programs, $2 billion : 


OFFICE OF CHIEF ACTUARY 


Mr. Tuomas. You have an actuarial group sitting over there. I 
wondered just what they were doing. I thought they would be jug- 
gling these figures around at least 3 or 4 times a week. Apparently 
not. What is that group of actuaries doing over there, 233 of them. 

Mr. Garpner. They are not all actuaries, Mr. Thomas. 

Mr. THomas. What are they ? 
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Mr. Garpner. In order to make mortality and morbidity studies, 
it is necessary to set up some kind of a record on individual policies, 
That is the system which is practiced by all commercial insurers as 
well as the Government. We have a punchcard in the actuarial de- 
partment for every policy in force under each of the systems of insur- 
ance and everything that happens to a policy requires a change in that 
file. The bulk of these people are used on the detail work necessary 
to maintain the individual actuarial records. Actually, we only 
have six people who could be called technical actuaries or actuarial 
assistants. 

Mr. Tuomas. That is not a weekly process of making that reevalua- 
tion and changes, is it? When you once get it made, how long is it 
good for? 

Mr. Garpner. Every change that occurs, a lapse followed by a re- 
instatement, a change in plan, a conversion from term plan to some 
other plan, requires a change in basic actuarial records. 

Mr. Tuomas. When you get it changed, how long does it last be- 
fore you have to change it again ? 

Mr. Garpner. On that individual policy it may never change again. 
On the other hand, some of them lapse and reinstate a great many 
times during the history of the policy. 

Mr. Tuomas. What are these 10 people doing in the Office of the 
Assistant Deputy Adininistrator ? 

Mr. Garpner. Ten people? We have four listed for the Office of 
the Assistant Deputy Administrator. 

Mr. Tuomas. On my chart it is 10. 

Mr. Kesey. Mr. Chairman, those positions on the chart you have 
are the approved positions of various categories and are in every case 


in excess of the number of people that are now on duty or actually in 
the budget. Those are authorized but not filled. 

For example, in the actuarial, the estimate for 1956 is for 181 
people, whereas you show a total authorized group of 233. 


OFFICE OF COMPTROLLER 


Mr. Tuomas. What does the Office of the Comptroller do with 105 
positions—the big, overall Office? You sure do a lot of comptrolling 
over there. I figured it out yesterday—how many was it? 

Mr. Baxer. Five hundred and eighty-one in the entire central office. 

Mr. THomas. Only 176 in the big office. What was that, only 587 
ccmepennenes in the District of Columbia in the Veterans’ Adminis- 
tration ? 

Mr. Garpner. Mr. Thomas, in the Department of Insurance, if you 
will note, we have an average of 72 for this year, 58 for next year. 
That includes a group of people who keep the basic books on the funds 
and the appropriation. They also include a group of 15 auditors. 
Our budget service is under the Comptroller. The bulk of these 
people are in the two groups, mainly in what is known as the state- 
ments division, which keeps all the basic books on the appropriations 
and the funds of ever type. They have to record in their accounts 
summaries of all the transactions which occur. 

Mr. Tuomas. Which of these many groups is going to favor us with 
this table that you never thought about that I asked you for a while 
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ago? Is it going to be the actuaries of the office or the Office of 
Deputy Administrator or the Affice of Assistant for Systems and 
Evaluation? Which one of these groups is going to do that? 

Mr. Garpner. Well, I expect that the Comptroller’s office will prob- 
ably accumulate the figures on the total expenditures and the total 
appropriations since the beginning of World War I insurance. 

Mr. Tuomas. Just give us now on a yearly basis for 1955 and 1956 
and then one final column all years. 

Mr. Garpner. All years. 

Mr. Tuomas. That will give the total. Set out 1955 and 1956 and 
those will be separate. 

Mr. GarpNeR. You want a total dollar figure not broken down into 
any particular elements; is that correct? 

Mr. Tuomas. That is right. You can leave your notation there 
which does not include administrative costs. That is what the insur- 
ance funds themselves are costing. 

Let us turn to benefits, please. 


DEPARTMENT OF VETERANS’ BENEFITS 


Mr. THomas. Will you insert pages 5-2, 5-3, 5-4, 5-5, and 5-6, 
including “Other objects” ? 
(The pages referred to are as follows :) 


DEPARTMENT OF VETERANS BENEFITS, $119,520,000 


The Department of Veterans Benefits is responsible for providing all of the 
direct benefits, except medical and insurance, to eligible veterans as authorized 
by law. 

This estimate provides for general administration of the Department of Vet- 
erans Benefits. 

The request of $119,520,000 for fiscal year 1956 is $2,895,628 less than the 
amount provided for fiscal year 1955. 

The funds requested in this budget are to provide for: 

(1) The adjudication of veterans’ and dependents’ claims for compensa- 
tion, pension, and guardianship and fiduciary service to helpless or incom- 
petent veterans and minor dependents. 

(2) The administrative operations in connection with the rehabilitation 
of disabled veterans in training under Public Law 16, 78th Congress, as 
amended, and in connection with the education and training of veterans 
pursuing courses under the provisions of Public Law 346, 78th Congress, as 
amended, and Public Law 550, 82d Congress, as amended. 

(3) The administrative operations in connection with the loan guaranty 
activities. The Veterans’ Administration may guarantee or insure home, 
farm, and business loans made by private lending institutions to veterans of 
World War II and to veterans with service since the start of the Korean con- 
flict. Direct loans may be made until June 30, 1955, to eligible veterans for 
the purchase or construction of homes in areas where guaranteed or insured 
loans are not available from private lending sources. 

(4) The support of the above activities in the form of managers’ office, 
finance, administrative services, personnel, supply activities, and all other 
nonpersonal service expense. The Department of Veterans Benefits operates 
the regional offices comprising at this time 70 widely scattered facilities 
throughout the United States. In addition, the Department of Veterans 
Benefits operates five strategically located area offices whose specialized 
personnel perform field supervisory functions. 
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Comparative summary of obligations by activity 


| 
Actual fiseal | 
year 1954 


Estimated, 
fiscal year 
1955 


Activity 


Departmental: Program planning and direction_| $5, 310, 780 $5, 232, 


229 | m 


Field: Executive administration 1, 943, 876 


1, 941, 
Operating services: 
Chief attorney - - - 
Contact : 
Compensation and pension | 
Vocational rehabilitation and education_ 
Loan guaranty 


8, 458, 071 
9, 872, 930 | 


8, 491, 
9, 063, 070 
21, 559, 336 | 
27, 750, 


15, 081, 233 


83, 249, 624 


Subtotal, operating services 81, 945 


832 


Office services: 
Finance 
Administrative - - - 
Personnel 
Supply 
Miscellaneous operating expenses 


12, 509, 626 | 
13, 691, 370 | 
946, 119 
2, 361, 413 | 


5, 692, 507 


11, 546, 184 | 
12, 502, 308 | 
916, 030 
1, 849, 280 | 
| 6, 479, 811 
Subtotal, office services_- 35, 129,035 | 33, 293, 613 


Subtotal, field____. 120,319, 948 | 117, 183, 321 
"122, 415, 628 


Total obligations-- 125, 630, 728 


Obligations by object 


| Actual, 
| fiseal year 


Average employment: 
Departmental_ - 
Field ; 


Total, average employment... 


Obligations: 
01 Personal services: | 
Department - - -- $4, 507, 073 | 


Total, 01 Personal services 
————— 
Travel: 
Employee: | 
Departmental 
Field 


152, 807 | 
2, 183, 634 
Total, 02 Travel, employee 


Beneficiary: et 2M 
Field 373, 234 | 


Tctal, 022 Travel, beneficiary 
Transportation of things: 

Departn.ental 

Field 


33, 000 
175, 541 


Total,03 Transportation of things. - 208, 541 
Communication services: 
Departmental 
Fiela 


22, 817 
1, 709, 033 
Total, 04 


Communication services , 731, 850 


Rents and utility services: 
Uepartmental 
Field _ -- 


15, 460 
, 340, 293 
Total, 05 


1, 355, 753 


Rents and utility services 


348 | 


73, 234 


Estimated, 
fiscal year 
1956 


307 $5, 171, 693 


1, 915, 634 


| Increase (+ 
or decrease 
(—), 1956 
over 1955 


8, 660, 761 
8, 851, 787 
21, 524, 410 
26, 467, 454 


14, 154, 153 | 


79, 658 


11, 313, 776 
12, 289, 160 

896, 101 
1, 881, 371 
6, 393, 700 


32, 774, 108 


114, 348, 307 


119, 520, 000 


Estimated, 
fiscal year 


22, 171 


+ 169, 
—2i1, 
—34 
—1, 283, 3 
—927 


—519, 505 
—2, 835, 014 


— 2, 895, 628 


Estimated, 
fiscal year 


22, 861 


$4, 254, 120 


107,977,718 | 99, 322, 666 | 


$4, 228, 
96, 523, 


--| 112,484,791 103, 576, 786 100, 751, 75 


300, 000 | 


2, 336, 441 | 


343, 000 


237, 400 


24, 887 
2, 150, 113 


343, 000 


2, 175, 000 


500 
1, 348, 500 


1, 349, 000 
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Obligations by objects—Continued 





Actual, Estimated, Estimated, 
fiscal year fiscal year fiscal year 
1954 1955 1956 
i cies Sieh ag Rta Sg all yids lcccauicical acai 


06 Printing and reproduction: | 
Departmental eal acl Paania $435, 388 $460, 000 


Total, 06 Printing and reproduction. --- 35, 388 460, 000 
Other contractual services: 
Departmental = ‘ ean “ 103, 000 


7, 383, 217 


Total, 07 Other contractual services__.-____- 7 7, 486, 217 


Supplies and materials: 
Departmental : 54, 315 55, 000 
PE Add be vteecak neko aes bivebeiied , 235, 376 1, 247, O86 


Total, 08 Supplies and materials-_- cee cst , 289, 6E 1, 302, O86 


Equipment: 
Departmental item J ohinee asia | 5, 000 
301, 879 
Total, 09 Equipment. ete ie rl 52, 306, 879 


Grants, subsidies, and contributions: 
‘i : 2, 577, 400 


Total,11 Grants, subsidies, and contributions__| 2, 327,3 2, 577, 400 
Refunds, awards, and indemnities: vy 
DUE SUD ioieck cock aideunadoboiaccdund t 1, 800 | 

: 12, 233 

Total, 13 Refunds, awards, and indemnities__ , 055 14, 033 
15 Taxes and assessments: as 
Departmental 3, 046 | 3,000 | 

120, 810 60, 006 


Total,15 Taxes and assessments_.....-....-_.___- 23, 856 63, OO 


Total, departmental aes 
Total, field 120, 319, 948 | 





Total, obligations 125, 630,728 | 122,415,628 | 119, 5: 


SERVICES PROVIDED 


Mr. Tuomas. It shows that for the fiscal year 1956 you want 
000 $119,520,000, against $122,415,000 for 1955, which is a decrease in the 
, a neighborhood of $2,895,000 for 1956. This is all administrative money 
and is spent to administer 5 or 6 programs which are as follows: 
Adjudication of veterans’ and dependents’ claims for compensation 
and guardianship matters; two, the administrative operations in con- 
5, 04 nection with the rehabilitation of disabled veterans and training 
- under Public Laws 16 and 346, the college training program. Three, 
p operations in connection with the loan guaranty activities, business 
loans, and so forth. I note you say your direct loans may be made 
until June 30, 1955, to eligible veterans for the purchase or construc- 
tion of homes in areas—is there any legislation to extend that beyond 

1955 2 

Mr. Svone. I have not heard of any, sir. 

Mr. Tuomas. And, four, to support the manager’s office, finance 
alministrative services, personnel, supply activities, and all other 
nonpersonnel service expense items. The Department of Veterans 
Benefits operates the 70 regional offices, and in addition the Depart- 
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ment of Veterans Benefits operates 5 strategically located area offices 
so you have 70 regional offices and 5 area offices which you administer 
under this program. 

OTHER OBJECTS 


I have a note here that your “Other objects” total 19 percent of your 
salary cost which, if true, is at least 9 percent too much. 

Mr. Monx. Could I say a word about that “Other objects” while 
you are right there ? 

Mr. Tuomas. Yes. The big item of “Other contractual services” 
here which jumped about $2 million since 1954. Give us a little run- 
down on your “Other objects” here because they are too high. 


TRAVEL EXPENSE 


Mr. Mon«. In that “Other objects” expense, there is an item for 
beneficiary travel of $318,000. That is to bring the veteran to the place 
of training, take him back home, or bring him to the place of counsel- 
ing and take him back home. Then we have in there an item of 
$4.7 779,000 for a reporting allowance. 

Mr. Tuomas. You have your own employees doing about $2,172,200 
worth of travel. 

Mr. Monk. This $313,000 is for beneficiary travel, for claimants. 
The reporting allowance is $4,779,000. That is a dollar a month we 
are required to pay to the educational institutions for submitting a 
certificate that the veteran has been in training under Public Law 550. 

Mr. Tuomas. What is your total travel bill for employees and bene- 
ficiaries? You only set up in here—— 

Mr. Monk. Total travel for employees? 

Mr. Tuomas. You have $313,000 here for beneficiary travel. Your 
personnel are traveling at a cost of $2,172,000. Is that your total cost 
here for beneficiary tr ‘avel, $313,000 ? 

Mr. Pures. They are doing $2.4 million. 

Mr. Monx. The cost for beneficiary travel is $313,000 in the 1956 
budget. The total cost for employee travel is $2,472,200. 

Mr. Tuomas. So your employee travel is about eight times as much. 
Why the high travel cost of your own employees ? 

Mr. Stoner. We are traveling a great deal, Mr. Thomas. 

Mr. Tuomas. You are bound to be for two million, one. 

Mr. Stone. Field examiners are on the go all the time. There is 
constant travel needed in the field stations for field examiners, loan 
guaranty. 

Mr. Tuomas. Where do they travel to and from ? 

Mr. Sronr. Usually, in a State like Ohio, we will say, we have two 
offices there; they travel all through the southern half of the State out 
of Cincinnati office. All through the northern half 

Mr. Tuomas. What is the big item of travel now ? 

Mr. Stonx. The cost of travel for field examiners in particular 
quitean item. They are meeting and talking with guardians, mee ting g 
with them and handling the awards all the way through, watching 
accounts, guiding and counseling them. Then, of course, there 1s 
travel of the supervisory staff of the regional office where they have 
suboffices around over the State. 
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Mr. Tuomas. What about the educational program, travel item ? 
Is that not your big item / 

Mr. Monk. Roughly $1 million. That is travel to the place of 
training to supervise the disabled trainee, and also travel to the place 
of training to check on the compliance with the requirements of the 
law under Publie Law 550. 

Mr. Tnomas. Your two big items of travel arise by virtue of your 
educational program and your compensation program ? 

Mr. Monk. Roughly $1 million in the educational program. That 
is travel to the place of training. There is very little travel in the 
compensation program, 

Mr. Tuomas. Of course, guardianship programs come under your 
compensation ; that is part of it. 

Mr. Mon. We have it separated, sir. 

Mr. Tuomas. That is by virtue of when it arises, is it not, guardian- 
ship by virtue of pensions? What is your breakdown between the 
two big classifications ? 

Mr. Monk. V. R. and FE. travel is $940,000 in this budget for 1956. 
The chief attorney’s travel, that is guardianship, is $626,200. 

Mr. Tuomas. In your travel account, don’t you have some travel 
money for your beneficiaries in your nonadministrative cost of your 
appropriated funds—for benefits or the educational program? Don’t 
you have some travel money charged to that appropriation ? 

Mr. Monk. There is no travel money in the benefits appropriation. 

Mr. Tuomas. All beneficiary travel is covered in this $313,000? 

Mr. Monk. That is correct. 

Mr. Keiser. In the medical field 

Mr. Tuomas. I am not talking about medical. I am talking about 
benefits, and you are sure of that? 

Mr. Monk. Yes, sir. May I go on with some more items in that? 

Mr. THomas. Yes. You had better explain your supplies and 
materials and your equipment. 

Mr. Monk. Could we go back to that “Other objects” item for just 
a minute? 

Mr. THomas. Certainly. 


GRANTS TO STATES 


_ Mr. Monk. We have in there for grants to States, $2,577,400. That 
is payment to State agencies for approval functions under Public 
Law 346 and Public Law 550. 

Mr. Osvertag. Which function is that? 

Mr. Monx. Approval function. 

Mr. Tuomas. What is the limitation on that amount? 

Mr. Monk. There is no limitation, Mr. Thomas. It is a matter of 
negotiation of contracts with the State agencies designated by the 
governor to do the approval function. 

| Mr. Taomas. All right, go ahead. 

Mr. Mon. We have a handling charge in there of $201,445 which 
we pay to educational institutions for handling books, supplies. and 
equipment for trainees. We have an item in there of $280,000 to 
cover the cost of fee appraisals, property inspections, special land 
planning, in connection with the loan guaranty program where we 


58616—55—pt. 2——19 
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do that on a contract basis. We have $393,000 in there for the pur- 
chase of flags for burial purposes. And we have $300,000 in there 
that was inserted by the Bureau of the Budget for a special study on 
compensation and pensions. 

Mr. Tuomas. I notice you have that $300,000 item in there. 

Mr. Monk. It is in the field. It should not be in the field but that 
item is in the budget. Those items I have enumerated total $9,926.. 
845. When you subtract that from the total “Other objects” cost of 
$17,824,945, it leaves $7,898,100, or roughly 8 percent of the total 
personal service costs in the budget. 

Mr. Tuomas. I just knew that you would come up with that good 
answer. Well, go ahead. Can you trim it down any more? 

Mr. Monk. No, sir. 


SPECIAL STUDY ON COMPENSATION AND PENSIONS 


Mr. Tuomas. Who is going to spend this $300,000 over there for 
your investigations? 

Mr. Stone. We have not heard. 

Mr. Monk. That has not been decided. 

Mr. Tuomas. Booz, Allen & Hamilton did this job 3 years ago, or 
2 years ago? 

Mr. Sronr. This is a different committee, of course—Study of 
Pensions and Compensation. 

Mr. Purures. This one is? 

Mr. Stoner. The President’s Commission. 

Mr. Tuomas. What is that figure now ? 

Mr. Monk. $300,000. 

Mr. Tuomas. What did you pay Messrs. Booz, Allen, and Hamil- 
ton? 

Mr. Ketsry. $605,000. 

Mr. Tuomas. That was only 3 years ago, was it not? 

Mr. Sronr. Was about that. That was a study on the organization 
of everything. This is only a study of compensation and pensions, 
not referring to—— 

Mr. Tromas. They took a look at that, too, when they did their 
study. When did you spend that money, was it 3 years ago? 

Mr. Stone. Three years ago. 

Mr. Tuomas. What did that report say about compensation and 
pensions ? 

Mr. Sronr. They were in on administrative matters only. 

Mr. Troomas. The General Accounting Office also made a report on 
compensation and pensions. 

Mr. Stone. They are constantly reviewing claims information. 

Mr. Tuomas. How was that figure of $300,000 arrived at? 

Mr. Monk. That is a Bureau of the Budget figure, Mr. Thomas. 

Mr. Vursetn. I am concerned to know if there were any benefits 
derived from the spending of the $600,000 for the study of the VA. 

Mr. Hieiry. Yes, I think we have already had considerable advant- 
age. Weare going to have much more. I think we have set up a better 
philosophy of management in the way of getting the job done ina 
better fashion than it was done in the past. And I really believe that 
eventually we are going to make more and more savings although that 
is a little slower job than I first anticipated. 
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PERSONAL SERVICES 


Mr. Tuomas. Now you have a personnel load here of 22,124 for 1956 
against 22,861 for 1955. These people are located in the District of 
Columbia and 75 field stations; is that correct ? 

Mr. Monk. That is correct, sir. 

Mr. THomas. You have 686 in the District of Columbia for 1956 
and 690 for 1955. You have a good table here. It shows the alloca- 
tion of these personnel. 


SUMMARY OF FIELD REQUIREMENTS BY OBJECT 


We will insert page 5-82 in the record at this point. 
(Page 5-32 is as follows :) 


Comparative summary of requirements by object, field 


Fiscal year 1954 Fiscal year 1955 Fiscal year 1956 


Average Average| Average| 
employ-| Amount jemploy-| Amount |employ-| Amount 


ment ment ment | 
| | 


| 
(1 Personal services: 
Manager __- “ $1, 904, 865 29% $1, 913, 876 286 | $1,875, 634 
Chief Attorney , 566 7, 886, 068 , oe 7, 867, 521 1, 587 | 8, 034, 561 
Contact-_--- = . , 10% 9, 755, 929 § 8, 933, 070 1, 860 8, 734, 787 
Compensation and Pension_-- Ee | 23, 363, 980 54 | 21, 534, 336 4,058 21, 206, 410 
Vocational Rehabilitation and 
Education , 135 20, 377, 785 | 17, 644, 828 3,308 | 16, 568, 409 
Loan Guaranty 2, 75 12, 357, 749 , 14, 681, 233 3,150 | 13, 779, 153 
Finance_---- 3, 16 12, 439, 081 11, 501, 184 2, 871 11, 278, 776 
Administrative | 13,603, 403 12, 496, 708 3, 603 12, 283, 560 
Personnel.-- 937, 121 907, 630 185 887, 701 
Supply 2, 351, 737 1, 842, 280 530 1, 874, 371 











99, 322, 666 | 21,438 | 96, 523, 362 





Total, 01 Personal services-- | 104, 977, 718 





2 Travel: 

021 Travel, employee---------- 2, 183, 634 2, 224, 827 |-- : 2, 172, 200 

022 Travel, beneficiary za 373, 234 nai 343,000 |-------- 313, 000 

Transportation of things---------- | 175, 541 | 212, 400 |---- 187, 200 

Communication services----.---.--- 3; 7 Cee I----.. 2, 150, 113 |-- 2, 075, 000 

5 Rents and utility services___----- 1, 340, 293 1, 348, 500 |---- 1, 348, 500 

7 Other contractual services - - --- - éne-ae-| 5,435,002 | | 7,368 200 j-- 7, 476, 445 

8 Supplies and materials Poni 1,206, 376 {.-...-..| 1,297,088 |---. 1, 246, 000 

ROMIDINNES ore stance tasldciegeun=bewccsandl 451, 997 | oo 355, 000 
Grants, subsidies, and contribu- 

tions __- ji enimion te ef SO ae 2, 577, 400 “ 2, 577, 400 

3 Refunds, awards, and indemnities_.. | ------__| 6, 970 | ES ee beens 5-0] 14, 200 

) Taxes and assessments mais 120, 810 60, 000 |-- 69, 000 











Total, other objects Lccc...<] BARREL... 17, 860, 655 |_- 17, 824, 945 








Grand total, field | 23, 533 | 120,319,948 | 22,171 117, 183, 321 | 21,438 | 114, 348, 307 
I 


Mr. Tuomas. That table breaks down the number of jobs in the 
ield. You will note here a tabulation of manager, 286. You have 
average employment rather than jobs, and the basis of the distinction 
between average employment and jobs is about 10 percent. Is that 
correct, or is it more than 10 percent ? 

Mr. Monx. That is the average employment, the 286 figure. Those 
are not positions or jobs. They are our average employment. 

Mr. THomas. What that would be, 286 in positions, about 310 or 
315 positions ? 

Mr. Stone. No; we have usually a manager and an assistant man- 
ager and secretarial help, sometimes operation and maintenance. 
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Mr. Tuomas. The distinction between average employment and 
jobs, you can increase the jobs by 10 percent or rather increase the 


average employment. If you have average positions of 286, it would 
be about 310 jobs; would it not ¢ 

Mr. Monk. No, sir; this is the top figure, Mr. Thomas. For ex. 
ample, the 1954 column 

Mr. Tuomas. What is that manager figure of 286; what does that 
mean / 


Mr. Monk. That means the at that is what we estimate will be the 
average employment for the fiscal year 1956, actual people on the pay- 


roll. 

Mr. Tuomas. The term “manager ;” what does that mean? 

Mr. Monk. That is the manager of the regional office plus his 
immediate staff, the assistant manager and his secretarial people and 
his administrative people right in his office. 

Mr. Tuomas. Does it mean managers in your 75 installations? 

Mr. Monk. Yes, sir. 

Mr. THomas. You are going to charge about 310 jobs to your man- 
agers of your 75 installations; is that what the figure means? 

Mr. Monk. No, sir; we are going to charge 286. 

Mr. Tuomas. Positions? 

Mr. Monk. No. We anticipate that there will be actually 286 man. 
years in the managers’ offices in fiscal 1956. 


Mr. 'THomas. How many jobs then are you going to have in your 


various managers’ offices? That is what I am ‘trying to get straight 
now, what you mean by managers. 

Mr. Monk. The 75 installations? That would be an average of 
about four per office. 

Mr. Vursetu. Includes the manager ? 

Mr. Monk. Includes the manager. 


Mr. Osrerrac. Who is included besides the manager and the assist- 


ant manager ? 

Mr. Srone. Secretarial help. 

Mr. Tuomas. Your 75 installations 

Mr. Monk. The 5 area offices do not have managers. 

Mr. Tuomas. What do they have? 

Mr. Monk. They are area representatives. Those are charged 
directly to the central office, as a rule. 

Mr. Tuomas. What it figures, then, is about four to the installation, 
call them whatever you want to. 

Mr. Strong. That is right, Mr. Chairman. 

Mr. Tuomas. That is wh: at you mean by manager up there. If it 
had been managers, we would not have had to ask | all those questions. 

Mr. Osrerraa. It does not include clinics, does it ? 

Mr. Stone. No, sir. 


CHIEF ATTORNEY ACTIVITY 


Mr. Tuomas. That is under medical. Judge Odom here has 1,55' 
people in the field plus how many do you have here in your own office: 
Is it seventy-five or eighty-odd? 

Mr. Opvom. Seventy-four, sir. 

(Discussion off the record.) 
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Mr. Tuomas. How many field lawyers do you have under your 
‘risdiction ¢ 

Mr. Opom. None. 

Mr. Stone. None in the field. They are under him for litigation 
purposes and things of that nature. 

Mr. Tuomas. Let us get down to cases. Let this be off the record. 

(Discussion off the record.) 

Mr. Yares. When did this take place—under the reorganization ¢ 

Mr. Hietey. That is right. The idea is the chief attorney is a chief 
attorney for the regional manager. He is his chief attorney for all 
the work associated with that station. That is the man to whom he is 
responsible. However, Judge Odom uses him. 

Mr. Tuomas. The regional manager is an independent agent or 
agency ¢ 

Mr. Higtny. No; he is responsible to us, of course, for everything 
he does. 

Mr. Yates. Except for the lawyers. 

Mr. Hietry. No-—what do you mean ? 

Mr. Yates. The lawyers are not responsible to the chief counsel ? 

Mr. Hietey. No; they are not. 

Mr. Opom. Except on his work. 

Mr. Yares. Except what? 

Mr. Opom. When they are doing work for him. 

Mr. Higiry. He uses them for whatever work he must have done 
in the field. 

Mr. Tuomas. When did this go into effect ? 

Mr. Hietry. Part of the reorganization plan. 

Mr. Tuomas. Put in about 18 months ago or 15? 

Mr. Higtry. A year, 20 months ago, about the middle of 1953. Just 
before 1 showed up here. 

Mr. Tuomas. Seriously, for the record, what connection is there be- 
tween the central legal office and your field legal offices ? 


RELATIONSHIP BETWEEN GENERAL COUNSEL AND FIELD LEGAL OFFICERS 


Mr. Opom. In the work which they do for the geenral counsel, which 
is all litigation, except guardianship, and all opinion writing, the 
security work, they do that work for the general counsel but on what 
you might term a borrowed basis. In other words, Mr. Stone and the 
anager maintain this legal setup in the field offices to do the work in 
guardianship which is perhaps 60 percent of the work which the chief 
attorneys do, and the rest of the legal work, which they do for the gen- 
eral counsel, is done directly under his direct supervision by way of 
correspondence. 

Mr. Tuomas. What is the nature of that work now? That does 
hot come under the jurisdiction of the chief counsel ¢ 

Mr. Opom. We have between two and three thousand civil actions 
pending, mostly in the Federal, some in the State courts, in connee- 
tion with loan guaranty matters, such as vocational rehabilitation and 
education school contracts, some tort actions, and then we cooperate 
with the Department of Justice in all criminal matters that we refer 
tothem. There has been quite a lot of that in connection with loan 
guaranty and, as you probably know, some of the school matters where 
there was some fraud and other criminal violations. 
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Mr. Tuomas. From an administration point of view, how do yoy 
split the jurisdiction in the legal setup ? 

Mr. Opom. It does not make any difficulty. Everybody under. 
stands when they are working for the general counsel they are working 
for the general counsel. Otherwise, they are completely under the 
administrative control of the Deputy Administrator and the manager, 

Mr. Yates. Who hires them ? 

Mr. Ovom. They do. 

Mr. Yates. Who passes on their qualifications ? 

Mr. Ovom. I am not able to answer that question. 

Mr. Srone. We have a Director for Guardianship Service in our 
office. He is directly responsible for the guardianship program 
throughout the whole United States, all of the offices. And he is the 
one that they work directly with. 

Mr. Tuomas. Your office? 

Mr. Stone. Director of Guardianship Service for the whole office 
handling only guardianship accounts, nothing else. 

Mr. Tromas. What is the object in making that a separate entity 
and moving it from the Legal Department into the Administrative 
Dep: urtment ? 

Mr. Stone. There really has not been any such move as that except 
the thought of the people who brought about the change is that they 
wanted the attorneys to be more directly under the direct management 
of the local office. 

Mr. THomas. How many lawyers do you have in your office ? 

Mr. Stone. In my office, in the central office ? 

Mr. Tuomas. Yes. 

Mr. Hietry. While he is looking that up I would like to remark, 
Mr. Thomas, that there is something fundamental involved in this. 
One of the chief criticisms they found with the VA was that all 
operations 

Mr. Tuomas. Who is this now? 

Mr. Hietey. Booz-Allen-Hamilton, plus others who surveyed. You 
understand that all that ended up with what is usually referred to 
as the Gray reorganization plan, which is a composite of Booz-Allen- 
Hamilton plus other ideas. The criticism was that we were in the 
operating business here and we had our tentacles running out to every 
office in the field. There was much loss of motion in going back and 
forth with people from central office having their own ~ people in 

each program, going out and actually running the field offices. By- 
passing managers is what it amounted to in some cases. The whole 
theory of this reorganization was that we severed those lines, that 
this was staff here. They were going to do the planning and make 
this program go. But in the field they were to go ahead as entities 
and get the job done. All this work that the attorneys do under the 
manager is the work that is purely local and we will want to go ahead 
under the manager who is the boss and whom we hold responsible, 
and get the work out of the way, get it done, take care of the veteran. 
T hey will only come to us on those things where there is no precedent 
or where they need additional advice, and so forth. Of course, wher- 
ever the general counsel’s work impinges on anything local, then, of 
course, they are working for him, and go in and do that part of the 
job. But it is necessary in that local level to have people realize that 
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they are working for the manager if you are going to have the type 
of organization that this contemplates. 

If they have tentacles back here and feel they are really working 
for Washington, then pretty soon you will find that people here are 
issuing all the orders, all the letters are coming in here for answer and 
you do not have a local operation . 

' Mr. Tuomas. How much efficiency, how much reduction in cost can 
you show by that? What you have said has been quite convincing. I 
understand what your problem is, all right. 

Mr. Hietry. You will see the number is actually up 21 from 1954 
to 1956. 

Mr. Tomas. You have 1,587 against 1,557. You are up 30 this 
year 
' Mr. Higtey. There is not involved in this any idea of taking away 
from an attorney what he should have. In this thesis the background 
of the organization is to try to get this work done at the lower level 
without so much of it coming here to Washington. 

Mr. Tuomas. Why should the legal staff be increasing all the time 
from an administrative point of view? You are going down in most 
departments and agencies. 


FIELD EXAMINERS 


Mr. Srons. We are increasing awards every month. Every month 
the guardianship program increases. 

Mr. THomas. What is the total number of guardianships? 

Mr. Monk. For 1956, we estimate 354,520. 

Mr. Tuomas. Is that the biggest load—guardianships, 400,000 ? 


Mr. Monk. The next biggest is the field examination load, 137,000. 

Mr. Tuomas. What is that, education ? 

Mr. Monk. All types of field examinations. 

Mr. Sronr. Maybe for pension purposes, loan guaranty. 

Mr. Osrertac. On the legal side? 

Mr. Srong. Yes, sir. 

Mr. Tuomas. Are the lawyers doing this investigative work, or do 
you call them advisers, lawyers, or what? 

Mr. Stone. They are field examiners. They may be attorneys or 
they may not be. 

Mr. Toomas. Do you charge them all here? 

Mr. Sronr. They are all charged under the chief attorney. Prob- 
ably in that 1,587 figure I would say that roughly 650 of those are 
attorneys. 

Mr. THomas. Why don’t you use your contact people—they are in 
avery good position to do this investigating work for you. 

Mr. Srone. They cannot do any investigating work. 

Mr. Tuomas. Why? 

Mr. Stons. They are not eligible. 

Mr. Tuomas. Not qualified ? 

Mr. Stons. Not qualified and they are not eligible to do it and they 
are too busy doing the work that they are supposed to do. 

Mr. Tuomas. What is that? 

Mr. Srone. Giving information to veterans who come to the offices. 

Mr. Tuomas. You know that the veterans are smarter than that. 
They know what their rights are and what the benefits are. Why 
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don’t you take these 1,800 contact people and let them do some of this 
investigative work ? 

Mr. Srone. They are not attorneys, sir. 

Mr. Tuomas. Are your investigators attorneys ? 

Mr. Stone. Most of them are, yes, most of the field examiners: } 
all; there were a lot that were hired 

Mr. Tuomas. How many people do you have doing investigatiye 
work and how many of them do you actually have doing legal work! 

Mr. Mon«. In the field examination section, for fise al 1956, there 
are 383 to do field examination work. 

Mr. Tuomas. Investigators ? 

Mr. Sronr. Field examiners, so-called. They are not really investi. 
gators. They work with the individual guardian, the probate courts, 
guardi: anship courts, the banks, and people of that nature. They are 
really not investigative workers. 

Mr. Tromas. On guardianship and field examination service, you 
only set out 45 people here; that is in the field, how many do you set 
out here ? 

Mr. Monk. Page 5-34, Mr. Thomas. It sets out the breakdown of 
that 1,587 people in the chief attorney’s office. 

Mr. Tomas. 383 in the Field Examination Section ? 

Mr. Monk. Yes, sir. 

Mr. Tuomas. Are these investigators ? 

Mr. Srone. No, sir; they are not investigators. We do not class 
their work as investigative at all. 

Mr. Tromas. Do you have any investigators in the field ? 

Mr. Strong. No, sir; they are in our central office. 

Mr. Tuomas. Where are your green sheets on these lawyers? 

Mr. Monk. Classification 

Mr. Baker. Were you looking for grades? 

Mr. Ketsey. The tables in the printed budget show the adjudica- 
tors and others who are lawyers without breakdown into these class 
that you are talking of, Mr. Chairman. 

Mr. Monx. Mr. Thomas, could we supply that for you? 

Mr. Tuomas. Somebody is bound to be here who knows. 

Mr. Sronr. Do you wish to know the present grade of the attorneys 
in the field offices? 

Mr. Tomas. I want to know how many lawyers you have out of 
this 1,587 in the field ? 

Mr. Opom. Those grades run from GS-9 for beginning field exam- 
iners to the highest grade which is for the chief attorney, GS-14. 

Mr. Tuomas. These GS—9’s here, do you eres that they have 3 
legal degree, a right to practice in the courts? 

Mr. Opom. Yes, sir. There are some old examiners carried ove! 
from previous years who do not have legal status but the great ma- 
jority of the field examiners today are attorneys and in addition to the 
field work which Mr. Stone has mentioned, for economic purposes 
they go into court, make appearances in courts on minor guardian 
ship matters, things of that nature. 


ALLOCATION OF CHIEF ATTORNEY PERSONNEL 


Mr. Tomas. Have you a chart showing the allocation of these 1,551 
personnel in your 75 offices? 
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Mr. Opom. Mr. Monk has that chart. He can give it to you any 
time. ; 

Mr. Monk. Yes, sir: we have that. 

Mr. THomas. May I see it, please? 

Mr. Monk. We do not have it with us. 

Mr. Stone. You want to find out how many attorneys we have in 
our field stations ? >a 

Mr. Tuomas. We would like to see an allocation of these 1.587 
people. ; 

Mr. Monk. By grade and title. ae 

Mr. THomas. Allocation, and something about them. Their grade, 
whether they are lawyers, what their civil-service classification is, 
and so forth. : ; 

Mr. Monk. Mr. Thomas, I can furnish to you for the record, or 
otherwise, a table showing grade, title, location, of each one of these 
1,87 people, if that will be satisfactory. 

(The table requested is as follows:) 


Chief attorney—average employment, fiscal year 1956 


Total grade distribution of attorneys All 


——_ ’ other Tt 
not at- rotal 
torneys 


Location ous 
GS-14 | GS-13 | GS-12 | GS-11 | GS-9 cotal 


\labama: Montgomery 
Alaska: Juneau 
{rizona: Phoenix 
{rkansas: Little Rock 
California: 

Los Angeles - - 

Dan Diego__._-- 

San Francisco 
Colorado: Denver---- 
Connecticut: Hartford : 
Delaware: Wilmington : 
Distriet of Columbia: Washington 
Florida: 

Miami 

Pass-A-Grille__ 
Georgia: Atlanta__ nie etnka <aeeahe 
Hawaii: Honolulu...............--- 
Idaho: Boise _- 
Illinois: Chicago 
Indiana: Indianapolis 
lowa: Des Moines 
Kansas: Wichita See ere eel 
Kentucky: Louisville - 
Louisiana: 

New Orleans 

Shreveport 
Maine: Togus 
Maryland: Baltimore 
Massachusetts: Boston 
Michigan: Detroit 
Minnesota: St. Paul 

ippi: Jackson 

Missouri: 

Kansas City 

St. Louis ; 
Montana: Fort Harrison 
Nebra ska: Lincoln 
Nevada: Reno 3 
New Hampshire: Manchester 
New Jersey: Newark 
New Mexico: Albuquerque 
New York: 

Albany 

Brooklyn 

Buffalo 

New York. 


“yracuse 
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Chief attorney—average employment, fiscal year 1956—Continued 


Total grade distribution of attorneys All 





r ane iia = ae | other 


sae (cai . : Sub- | Rot at- 
| GS-14 | GS-13 | GS-12 | GS-11 | GS-9 | fotal | torneys 


Location 


North Carolina: Winston-Salem.. 
North Dakota: Fargo............... 
Ohio: 
Cincinnati 
Cleveland 
Oklahoma: 
Muskogee - 
Oklahoma City 
Oregon: Portland 
Pennsylvania: 
Philadelphia 
Pittsburgh 
Wilkes-Barre 
Puerto Rico: San Juan 
Rhode Island: Providence 
South Carolina: Columbia 
South Dakota: Sioux Falls_......- 
Tennessee: Nashville 
Texas: 
aa ee eel 
Houston 
Lubbock 
San Antonio 
Waco. 
Utah: Salt Lake City 
Vermont: White River Junction 
Washington: Seattle 
Virginia: Roanoke 
West Virginia: Huntington 
Wisconsin: 
Wyoming: Cc heyene 
Philippines: Manila 


No 
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Mr. Hiceiry. 5-34. Does that give you what you want! 

Mr. Tuomas. That figures out about 20 lawyers or 2 people i 
ach legal section, or 21, to be exact, 21 and a fourth in all your 7) 
installations. 

Mr. Monk. There are none in the 5 area offices; only 70 regional 
offices. 

Mr. Tuomas. That makes it more, then. 

Mr. Ovom. Could I volunteer the information that in a small office 
like Phoenix, Ariz., there would be probably about 4 or 5, whereas in 
a large office like Chicago, there are some, I think 67. So it varies 
from office to office. There is not any average. 

Mr. Tuomas. We assume that. In the absence of any information 
at all on the subject, I was just saying, for hog-round average purposes 
it would figure out about 24 or 25 lawyers or people ch: irged to the 
legal account in each one of your 70 installations. 

Mr. Monx. Of these 1,587 people, roughly 650 of them are lawyers. 

Mr. Vurseti. What salary grade do they start at ? 

Mr. Stone. Grade 9 for the : ‘attorneys and field examiners. 

Mr. Vursett. What is the salary of a grade 9? 

Mr. Prius. Grade 9 starts at $5 067. 

Mr. Stonr. Would you like to have us furnish something, Mr. 
Thomas? I did not get clear that you wanted us to furnish some 
imams 
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DEPARTMENTAL GUARDIANSHIP AND FIELD EXAMINATION SERVICE 


Mr. Tuomas. What I want you to do is tell me how many lawyers 
you have in your office in Washington. 

’ Mr. Srone. Eleven lawyers. There are 21 employees in the whole 
section. 

Mr. THomas. What is the total employment in your offic e—686 for 
all activities? But 21 in the Attorneys’ Division. Where is it set 
out on this chart ? 

Mr. Osrerrac. Is this in one department or in the whole Adminis- 
tration ? 

Mr. Patties. One department. 

Mr. Stone. Department of Veterans Benefits; yes, sir. 

Mr. Monk. See page 5-25. 

Mr. Tomas. Mr. Stone, you have seven positions in your imme- 
ate office; 1s that correct ? 

Mr. Stone. Yes, sir; that is correct. 

Mr. THomas. Whereabouts on your organization chart are these 
21 lawyers located ? 

Mr. Monk. Here on the last block over there on the right under 
Assistant Deputy Administrator for Administration. They are in that 
177. 

Mr. THomas. Who is heading this office? 

Mr. Sronr. ADA for Administration, Mr. Curtiss. 

Mr. Tuomas. Where is Mr. Curtiss? 

Mr. Stone. He is not here. 

Mr. THomas. You have 21 lawyers in there? 

Mr. Stone Eleven lawyers, twenty-one in the whole staff and ten 
of them are stenographic positions. 

Mr. THomas. Eleven lawyers and ten stenographers? Is that in 
addition to the Office of the Chief Counsel ? 

Mr. Stone. Yes, sir. 

Mr. THomas. Where is the Office of the Chief Counsel set out here? 

Mr. Strong. On the Administrator’s staff. 

Mr. THomas. Add 21 to the 74, that makes 100, then, plus the 1,587 
in the field. How do your legal folks function with the Office of the 
Chief Counsel here in the District of Columbia ? 

Mr. Stone Our attorneys and staff are mainly guardianship. 
They are handling guardianship loan guarantee and all other legal 
matters for the field. 

Mr. Tuomas. Are they under the jurisdiction of the Chief Counsel ? 

Mr. Sronr. No. They are under the jurisdiction of my department 
and there is set up a special office within my department for the 
guardianship accounts. 

Mr. Toomas. So you have two legal staffs, one for purely guardian- 
ship matters. 

Mr. Stone. One for litigation purely. 

Mr. THomas. Why the distinction there? 

Mr. Stone. It was thought, I presume, by those who started 20 
onths ago that they could do a better job in handling the guardian- 
ship matters in a separate department. It really has ‘been a subdivi- 
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sion within the General Solicitor’s during the years It just moved 
over from the Solicitor’s or General Counsel’s office —— 

Mr. THomas. What is the grade of the person who is head of your 
Legal Division? 

Mr. Stone. GS-14. 

Mr. Tuomas. I presume that was his grade when he was in the 
Chief Counsel’s Office ? 

Mr. Stone. I think that is right. 

Mr. Opum. I think he was GS-15. 

Mr. Stoner. GS-15, yes, sir. His assistant is GS-14. 


WORKLOAD DATA 


Mr. Tuomas. Detail right quick to us now your activities and tell 
us something about your workload in each one of these activities — Not 
too much detail, just enough. 

Who is going to do that ¢ 

Mr. Monk. | will do that, Mr. Thomas. 

In the Chief Attorney’s office—These are in alphabetical order 
now—Chief Attorney’s Office in 1955, the average number of wards 
on the rolls, 337,194. In 1956 we anticipate 345,420. In our contact 
program, personal interviews for 1955, 6,107,612. For 1956 we esti- 
mate 5,990,364, a slight decrease. 

Compensation and pensions, authorizations, in 1955, 1,308,496. For 
1956, 1,321,481,a shght increase. Vocational Rehabilitation and Edu- 
cation, the total training load, 540,900. 

Mr. Tuomas. You have it spelled out. Go ahead. 

Put that on the record for these people. 


VOCATIONAL REHABILITATION AND EDUCATION ACTIVITY 


Mr. Monk. Total training load, all laws, 1955 

Mr. Tuomas. You had better break that down. 

Mr. Monk. 540,900. 

Mr. Tromas. Break that down between Public Law 16 and Public 
Law 3446. 

Mr. Monk. And in 1956, total 516,000. I will break that down for 
you. 

Mr. Tomas. What was that overall figure again? 

Mr. Monk. For 1955, 540,900 and for 1956, 516,000. The break- 
down of that training load by various laws is as follows: For Publi 
Law 16, 10.900 in 1955 and 5.500 in 1956. 

Mr. Tuomas. Fifty-percent decrease. 

Mr. Monk. Yes, sir, that is World War IT. Public Law 894 which 
is the extension of Public Law 16 for the Korean period. 

Mr. THomas. Same law, though, isn’t it ? 

Mr. Monk. Same law—13.000 for 1955: 15,500 for 1956. ‘That 
total for Public Law 16 is 23.900 for 1955, 21.000 for 1956. 

Mr. Tuomas. A decrease of about 2,000? 

Mr. Monk. Yes, sir; roughly 10 percent. 

Public Law 346, that is the World War IT GI bill, 132,000 for 1959 
and 60.000 for 1956. 
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Mr. Tuomas. Fifty-five-percent decrease / 

Mr. Monk. That is correct, sir. Public Law 550, 355,000. 

Mr. Tuomas. That is a continuation of Public Law 346 ¢ 

Mr. Monk. Yes, sir. That is for the Korean veterans. 

Mr. Thomas. Go ahead. 

Mr. Monk. Public Law 550, 385,000 for 1955 and 435,000 for 1956. 
And at the present time, Mr. Thomas, we believe that 385,000 figure 
is low. 

Mr. Tuomas. For 1955? 

Mr. Monk. We believe the estimate for 1955 is low by approxi- 
mately 40,000. We believe the actual load for 1955—— 

Mr. Tuomas. Project that into 1956 then. 

Mr. Monk. For 1956, we believe at the present time this 435,000 
figure is low some 40,000 to 50,000, 

Mr. Tuomas. Is that 485,000 or 450,000 ? 

Mr. Monk. 435,000, which we believe now is low some 40,000 to 
50,000, . 

Mr. Osrertac. Is that your estimate for next year? 

Mr. Monk. Based on our position today. 

Mr. Tuomas. Dollarwise you will be back in here for a deficienc y? 

Mr. Monk. That is quite probable. 

Mr. Tuomas. Why the sudden increase? How does that compare 
with 1954 and 1953 ? 

Mr. Monk. For 1954 the figure was 217,494. I do not have the 
figure for 1953, but 1t was—— 

Mr. THomas. Itis progressively increasing. 

Mr. Monk. Yes, sir. 

Mr. Tuomas. When do you anticipate you will reach the peak then? 

Mr. Monk. Probably in the next fiscal year, 1957. 

Mr. Tuomas. Then what will it be thereafter, how much of a drop- 
otf / 

Mr. Monk. We really have not projected that in view of the Presi- 
dent's proclamation which ended the dates for accumulation of bene- 
fits and this new law which has been recently enacted and signed by 
the President, which extends the period of accumul: ation — eligibility 
to those men who were in the service prior to January 31,1955. And 
we have not—— 

Mr. Thomas. How long do they have to make a decision after they 
are separated from the service ? 

Mr. Monk. Two years. 

Mr. Tuomas. Give us a little survey of both programs, Public Law 
346, with its extension and Public Law 16 with its extension. What 
are your headaches, if any? What are the good points and the weak 
points of the programs ¢ 

Mr. Monk. We have considerably fewer headaches under 550 than 
we had under 346. The main difference, of course, is that under 
Public Law 346 we paid tuition to the instiutions and a subsistence 
allowance to the veteran. Under Public Law 550 we pay a training 
allowance to the veteran and he takes care of all of his bills. 

_ Mr. Tuomas. Do you have any followup, any cleareut, well-founded 
ideas as to what these chaps do who take this vocational training? 
These are not all wounded boys who take this training. are they? 
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Mr. Monk. Under Public Law 16 they have to have a service-cop. 
nected, compensable disability to be eligible. 

Mr. Tuomas. And he can only get vocational training under tho 
circumstances ? 

Mr. Monk. That is correct. 

Mr. Stone. For service-connected disability. 

Mr. Tuomas. Suppose he is not wounded or has any disability and 
he wants to go toa vocational school ? 

Mr. Monk. He goes then under Public Law 550 under the Koreay 
benefit, and under Public Law 346, under World War II benefits. 

Mr. Tuomas. How do you break down Public Law 346 and its ex. 
tension between students who are doing vocational training and tho 
who are doing what we call college work ? 

Mr. Monk. We have an analysis here as to the type of institutions 
being attended by these various students. For example, under Public 
Law 346, for the fiscal year 1956, we anticipate 22,000 in institutions 
of higher learning, 13,000 in schools below the college level. 

Mr. Tuomas. What do you mean by that, by that classification! 
What are they taking? 

Mr. Monks. They could be taking vocational courses, trade courses, 
They could be taking secondary, high-school courses or those two 
vategories. 

Mr. Tuomas. Do you have a breakdown there by numbers who are 
taking vocational training and those taking literary subjects? 

Mr. Monk. Such breakdowns are not in this table; no, sir. 

Mr. Tuomas. Do you have a general idea of the proportion ? 

Mr. Monk. No, I don’t, Mr. Thomas. We have made some studies 
as to the various types of courses that were pursued by veterans under 
these two laws. I do not have those figures with me. 

Mr. Tuomas. Well, what number of your total taking college work 
in the calendar year 1954 took a degree of bachelor of arts or bachelor 
of science or even higher? 

Mr. Monks. Presumably, all of those students enrolled in the college 
program were enrolled in degree courses. 

Mr. TuHomas. What do you mean, “degree courses” ? 

Mr. Monx. Well, the bachelor or science or bachelor of arts, or 
advanced degrees. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Monk. I believe, sir, we would find that the veterans exceeded 
somewhat the national average for completion of college work. 

Mr. Tuomas. Do you have any tables on that ? 

Mr. Srong. At present we do have a staff now trying to get thos 
figures together by studies, what we call our Research and Evaluation 
Division, within the V. R. and E. program, endeavoring to get it 
together. 
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GRANTS TO STATE COMM ITTEES FOR INSPECTION OF TRAINING INSTITUTIONS 


Mr. Tuomas. What do you pay these State committees? Was that 
<2.5 million ? 

Mr. Monk. Roughly $2.5 million. 

Mr. Tuomas. What do they do for that $2.5 million ? 

Mr. Monk. They inspect the training institution, whether it be a 
school or a training-on-the-job establishment, for the purpose of either 
approving or disapproving it as a place of training for veterans under 
Public Law 846 or Public Law 550. And they furnish to the Vet- 
erans’ Administration a certificate of approval of the course and the 
place of training. ; 

Mr. THomas. How is this committee appointed ? 

Mr. Monx. It is designated by the Governor, under Public Law 
50. That was also true under Public Law 346. 

Mr. Tuomas. Does he have one committee that serves for all the 
shools of that State where veterans go to school? 

Mr. Monk. That varies, Mr. Thomas. In some States one com- 
mittee does all approval for school training, job training, and on- 
the-farm training. In other States, there are separate committees 
for the different types of training. That is entirely up to the State 
organization. 

Mr. Toomas. How do you arrive at the compensation paid these 
State committees ? 

Mr. Monk. That is a negotiated contract. 

Mr. Tuomas. With the Governor of the State? 

Mr. Monk. Usually with the agency designated by the Governor, 
but in most of the cases the contracts are actually signed by the 
(iovernor. 

Mr. Tuomas: What is the basis of your negotiation for compen- 
sation ¢ 

Mr. Monk. It depends on the number of establishments to be in- 
spected, the mileage to be traveled. 

Mr. Tuomas. How many of these committees do you have? 

Mr. Monk. There is 1 in each State, in each of the 48 States. How- 
ever, we do not have contracts with all of the States. Some of the 
States are not asking for reimbursement, a very limited number of 
the States. 

Mr. Tuomas. How many States are drawing this $2.5 million? 

Mr. Monk. I can count them, but I would say, roughly, 45. 

Mr. Tuomas. Insert in the record at this point the States who are 
drawing compensation and the amount you pay the States and the 
number of people employed in this activity and States that don’t 
make charge for this service. 

Mr. Monx. We will be very glad to. 
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(The information requested is as follows:) 


Estimated reimbursements to States under the vocotional rehabilitation and ed 
activity, VA, fiscal year 1955 


Average 
employ- 
Reim- ment on has Reim- 
bursement | State rolls eo bursement 
reimbursed 
by VA 


Alabama $78, 986 19. New Mexico__..- ae , 040 
Alaska !. New York.-._--. _ 33, 531 
Arizona 5, 680 3. North Carolina é 99, 620 
Arkansas 2, 940 9. North Dakota_- iad 3, 452 
California 207, 248 5 Ohio- _- <3 oa 20, 518 
Colorado 10, 000 Oklahoma... : 52, 372 
Connecticut 33, 075 y Oregon__.-- ‘ , 405 
Delaware 2 Pennsylvania__--_---- 52, 077 
District of Columbia Puerto Rico__ 3, 600 
Florida 10, 703 ‘ Rhode Island__-- , 994 
Georgia 25, 045 24. South Carolina__- \7, O77 
Hawaii , 492 : South Dakota_--.- ia , 400 
Idaho 3 : Tennessee - _ .- ‘ 29, 960 
I}linois 58, 480 26. ECON, snc caenn , 399 
Indiana ; , 340 3.2 COD sn unciec<s , 050 
lowa 37, O80 y Vermont aoe 9, 500 
Kansas - 57, 891 Y. Virginia ‘ : 13, 546 
Kentucky 55, 090 5 Washington _- », 658 
Louisiana_ - 139, 320 9.5 West Virginia 5 0, 760 
Maine Wisconsin . 54, 098 
Maryland 7, 854 .5 || Wyoming...-... ; 3s, 220 
Massachusetts 90, 000 5. - 
Michigan 47, 747 Total. ... 2, 788, 000 
Minnesota 137, 736 24. Supplemental allowance -- 5 12, 000 
Mississippi 70, 456 2.5 

Missouri a 80, OOO 5.5 » , 000 
Montana 22, 000 3. Estimated reduction to 

Nebraska 34, 110 . 8 obligations_-_-_-.- -- ie 222, 600 
Nevada__..- A 600 seal . seasons 
New Hi: umpshire.. 13, 338 3.0 i Dccheksntavow ae 2, 577, 400 
New Jersey........- 6,012 1.0 


1 Function performed by VA and local authority without reimbursement. 
2 Function performed by local authority without reimbursement. 

? Function performed by VA. 

4 Includes $506,724 to cover cost of travel. 

5 Required for contract amendments during year. 

6 Estimated contractual authority that will not be obligated. 


Mr. Tuomas. Is this a continuing investigation by these commit: 
tees, or is it an annual inspection or how many inspections do they 
make a year ¢ 

Mr. Monk. They make one inspection to approve the institutio! 
if it has not been previously approved. Then they make frou 
one to three annual visits to the institutions to see that the training 
establishment or the school is furnishing the training for which— 

Mr. THomas. Do the vast majority of these State committees, al 
they glad to do this work without compensation / 

Mr. Monk. I haven't found that to be the experience. 

Mr. Tuomas. Do they all want compensation / 

Mr. Monn. Almost all. Some States have not requested com 
pensation. 

Mr. THoomas. What do you pay my State of Texas? 

Mr. Monk. Last year they had contractual authority for $144,00 
and for this year they have contractual authority for $149,000, 

Mr. Tuomas. What do they do for that $149,000, that is to the De- 
partment of Welfare and Education for the State of Texas. Hov 
many people are involved in that ? 

Mr. Monx. I do not know, sir. 
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Mr. Stone. The contract is made on the basis of the workload, the 
amount of travel within the area, the number of veterans that are 
coming in, signing up, and number of attending schools. 

Mr. Tuomas. That has to do with the number of veterans ? 

Mr. Stone. Number of applicants. 

Mr. Tuomas. With the quality of the institution? That is what 
[ was afraid of, is the compensation based upon the number of vet- 
erans enrolled ¢ 

Mr. Monk. No,sir. It is based upon the number of schools or train- 
ing establishments to be inspected. 

Mr. Tuomas. What are the States now that don’t require com- 
pensation 

Mr. Monk. I will have to furnish that. 

(The information to be furnished is as follows:) 


STATES TERRITORIES 


Delaware Alaska 
District of Columbia 

Idaho 

Maine 


Mr. THomas. Why should this be a mounting item of cost each year 
when these States go out and inspect these schools? T hey have them, 
some of them at least. under their jurisdiction, and not all of them, of 
course, subject to State control. Is there that much of a wide fluctua- 
tion from year to year in these various schools ¢ 

Mr. Monk. The big load is in the training on the job establishments 
and the training on the farm program. Of course, there is a big 


fluctuation in those. 

Mr. Thomas. What are they doing in those two programs that is 
(different than in the others? 

Mr. Monk. In the training on the job, they go to the job-training 
establishment and if there is not a training program for the particular 
occupation for which the veteran desires to train, they help the estab- 
lishment set up the training program. 

Mr. Tuomas. Are these the vocational schools that were set up pri- 
marily to take care of the veterans ¢ 

Mr. Monk. No,sir. Iam talking about job-training establishments. 

Mr. Tuomas. In the factory ¢ 

Mr. Monk. That is right, or the business establishments or on the 
farm. 

Mr. Svone. They write up the work and develop it for them. They 
write up the job-training program. 

Mr. THomas. How often do they visit and inspect ? 

Mr. Monk. From 1 to3 times a year depending on the type of estab- 
lishment. If it is apprenticeship program—— 

Mr. Tuomas. Do you know how many people are involved in Texas 
in the three different program, on the farm, on the job, vocational- 
college level, below-college level, spread it down any way you want it; 
how many do they have? 

Mr. Monx. I don’t have that, but it is in the contract on file in our 
office and we would be glad to furnish that to you. 

Mr. Tomas. These ] people generally are employees of the various 
States ? 
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Mr. Monk. They are all employees of the States. They must be 
employees of the States before we reimburse for them. 

Mr. Tuomas. Is it your contract that you pay their total cost? 

Mr. Monk. We pay the total cost for doing this job for the veterans 
program, where the State 

Mr. Tuomas. If they may make inspections 2 or 3 times a year, they 
are not busy longer than 2 months out of the year shine : are they? 

Mr. Monx. Yes; they have enough to keep them busy. I might say 
that the State people don’t think we pay them enough. 

Mr. Tuomas. What do they do after they make that inspection 2 o 
3 times a year? 

Mr. Monk. That is a continuing process all throughout the year. 
Their workload is spread throughout the year so it is a continuing 
process. 

Mr. Tuomas. How many schools in Texas do we have, where vet- 
erans are in attendance in these programs, and are inspected by these 
State committees ? 

Mr. Monk. I do not have any idea but our detail information upon 
which we made the contract with Texas-—— 

Mr. Tuomas. You pointed out here you had about $2,172,000 for 
the travel of your people and $2.5 million here for State committees 
and what was that other item you were paying them for ? 


REPORTING ALLOWANCE TO EDUCATIONAL INSTITUTIONS 


Mr. Monk. A reporting allowance of a dollar per certificate. 
Mr. Toomas. How much was that? 
Mr. Monk. Four million seven hundred and seventy-nine thou- 


sand. 

Mr. Tuomas. What do they do for that money, is that the same com- 
mittee doing this? 

Mr. Monk. That is paid to the educational institution, not to the 
State. 

Mr. Tuomas. But they report on each student ? 

Mr. Monk. They certify each month on each student. 

Mr. Tuomas. What is that limitation on each student ? 

Mr. Monk. $1 per month. 

Mr. Puiiuirs. This committee reduced that from a dollar and a 
half. 

Mr. Tuomas. How many reports do they make a year ? 

Mr. Monk. If the veteran is in training 12 months, they make 12 
per veteran. They make one for each month the veteran is in train- 
ing. 

Mr. Tuomas. These contracts with State committees—does it make 
any difference in the dollars-and-cents amount of your contract, as to 
number of State schools within the State and the number of non-State 
schools to be inspected ? 

Mr. Monk. Yes, sir, it does, because we make a smaller allowance 
in computing the amount of work required for the State schools 
than we do for the privately operated schools or for the training on 
the job establishments. 

Mr. Tuomas. How has that figure been running for the last 3 years, 
“07 Contractual services”? Five million four hundred thousand 
dollars for 1954, seven million three hundred thousand dollars for 
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1955, and seven million four hundred thousand dollars for 1956. It 
looks as if the State committees are charging you on the basis of the 
number of students. 

Mr. Monk. No, sir, Mr. Thomas, that increase in that 07 item is 
largely due to that reporting allowance. It goes up in direct rela- 
tionship to the enrollment in Public Law 550. 

Mr. Tuomas. That is the dollar per student? 

oe Monk. Yes, sir. The amount of the State contracts was 

9,327,000 for 1954, $2,577,400 for 1955, and $2,577,400 for 1956. 


LOAN GUARANTY DIVISION 


Mr. Tuomas. Let us go on to the loan-guaranty program, right 
quick, that is the next item. 

What about the loan-guaranty program? Who wants to speak 
on that right quick ? 

Mr. Strong. The loan-guaranty program, as everybody ie has 
expanded and gone way “beyond any expectations this past year. It 
appears that money continues to flow from the lenders as it has idem, 
and that it will go in just about the same way that it has during the 
past year. All of our offices are jammed with work. We haven’t “been 
able to staff them properly, haven’t been able to find the trained per- 
sonnel or even had time to train people to do the analysis work, the 
uppraisal work. We operate on a fee basis for appraisals and com- 
pliance inspectors. The FHA, of course, were rather hard up for 
appraisers and inspectors, so they used our fee appraisers a great 
deal through the last part of last year and up until, I think, January 
of this year. They are not using them now so we are gaining a little 
bit in the workload. 


WORKLOAD DATA 


Mr. Tuomas. First, what about your workload? Insert page 553 in 
the record at this point. 
(The page referred to, is as follows :) 


Workload units 


| 
Actual, | Estimated, | Estimated, 


fiscal year fiscal year fiscal year 
1954 1955 1956 


Appraisal assignments (units) .............-------- ws 626, 102 718, 100 650, 000 
ROTA i ns ls eae alg ca edun dé dauienas 377, 638 | 500, 500 455, 000 
Loans closed 332, 684 475, 000 432, 000 
Direct loan applications 23, 124 TR tice sianonnueas 
Direct loans committed j ee aaa | 14, 597 | 23, 000 eviniet 
Direct loans fully disbursed aessokuoeneal 16, 144 20, 000 10, 000 
Defaults processed. _- 55, 050 | 65, 000 70, 000 
Claims processed 4, 645 | 5, 000 | 5, 200 
Claims paid . 4, 051 4, 250 | 4, 420 
Loans acquired 231 275 | 300 
Properties acquired eg BS teste wr Sha 2, 225 | 2, 500 | 2, 800 
Average number loans owned during year_- age aetna ie 47, 304 65, 279 | 79, 163 
Paraplegic grants paid in full a 603 | 625 | 625 











As of the end of fiscal year 1954, operational responsibilities of the loan 
guaranty activity represented an initial contingent liability on the part of the 
Government of over $12.5 billion on loans aggregating almost $24 billion; a 
mortgage loan portfolio with an asset value in excess of $345 million; property 
holdings having a value in excess of $9 million; and other asset receivables in 
excess of $22 million due the Government as a result of payment of claims on 
suaranteed or insured loans. 
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Mr. Monk. The workload, in terms of applications received—that 
one basic workload—for 1954 was 377.638. For 1955, the estimate i) 
this budget is 50),500, and for 1956, 455,000. 

Mr. Tuomas. Falling off for 1956 over 1955. 

Mr. Monk. This budget estimates it to be falling off. 

Mr. Tuomas. Do you mean by that this budget is not accurate o1 
what / 

Mr. Monk. For 1955, Mr. Thomas, the actual workload throug) 
January in terms of applications received was 586,000 compared to a 
estimate for the entire year of 500,500 in the budget. 

Now, the applications are running—— 

Mr. THomas. 500,500 for 1955 4 

Mr. Monk. Yes, sir. 

Mr. Tuomas. What is your estimate for 1956? 

Mr. Monk. 455,000. 

Mr. Tuomas. How do you break down that 455,000 and the 500,500 
What is your breakdown on that? 

Mr. Monk. Merely an estimated decrease. 

Mr. Tuomas. You have 2 or 3 different types of applications there. 
You said you had applications 

Mr. Monk. These are applications for either guaranties or insur- 
ance of loans. 

Mr. Tuomas. On home loans, business loans, farm loans? 

Mr. Monk. All types. 

Mr. Thomas. Have you got a little breakdown on those? How 
does that work: what is the breakdown on 500.500 for the 1955 figure 
between business loans, farm loans, home loans? 

Mr. Monk. I do not have that breakdown, Mr. Thomas, but they 
are, by and large, home loans. For example, in January 1955, of a 
total of 52,600 applications, 51,917 of them were for home loans 

Mr. Tuomas. Would you say it is 95 percent home loans ? 

Mr. Monk. More than that, 98 percent. 


VA DIRECT HOME LOAN PROGRAM 


Mr. Tuomas. What part of these now are direct loans? 

Mr. Monk. No part of that. There were 23,124 direct loan ap- 
plications in fiseal year 1954. 

Mr. Monk. The direct home applications estimated for 1955 are 
30.000. 

Mr. THomas. 30,000 out of half a million ? 

Mr. Monk. In addition to half a million, yes, sir, 30,000 direct loans 
are estimated for fiscal year 1955, 

Mr. Tomas. Over and above the half million ? 

Mr. Monk. Yes, sir. 

Mr. THomas. What does it look like now for 1956? 

Mr. Monk. For 1956 we have not projected the direct loan because 
the law expires at the end of fiscal 1955. 

Mr. THomas. About 5 percent of the applications for homes are for 
direct loans? 

Mr. Monk. Roughly, roughly, sir. 

Mr. Brrpsaxy. You asked this question before and I was quite cer- 
tain it was in the budget message, on page M76 of the President’ 
budget message. There is a paragraph with the lead note, “Veterans 
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housing loans.” It is very short and if you want to read it into 
the record: 

The Veterans’ Administration program of direct housing loans expires on June 
9). 1955. These loans are made only where guaranteed private mortgages are not 
available or 

Mr. Tuomas. The question I asked was, Is there any legislation 
pending beyond June 30 of this year? 

Mr. Brrpsaui (continuing) : 
cannot be secured through the voluntary home-mortgage-credit program. I ree- 
ommend legislation continuing this program until expiration of the veterans’ 
loan-guaranty program for World War II veterans on July 25, 1957. If permis- 
sion is granted to use receipts from repayments, as well as from sales, new 
obligational authority of $100 million should be adequate for the fiscal year 1956. 
There have been introduced in the House three bills which would 
carry out the purpose of extension of the program: H. R. 731, by Mr. 
—— chairman of the Committee on Veterans’ Affairs; H. R. 722, 
by Mrs. Rogers; and H. R. 367, by Mr. Elliott. 

Mr. Tuomas. What is that figure $100 million ? 

Mr. Brrpsautu. That is the figure that was used before Public Law 
611, 83d Congress, August 21, 1954, $25 million per quarter. Under 
Public Law 611 the rate for the fiscal year 1955 is $37,500,000 per 
quarter, 

Mr. Tuomas. On guaranties or direct loans? 

Mr. Brrpsatu. Direct loans. 

Mr. Tuomas. $100 million ? 

Mr. Brrpsatu. Yes, sir. 

Mr. Stone. For the present year it was $150 million. 

Mr. Thomas. What is your direct loans for fiseal year 1955? 

Mr. Monk. Thirty thousand applications. 

Mr. Trroomas. Dollarwise? 

Mr. Monx. For 1955, $150 million. 

Mr. Toomas, What is your guaranty for 1955, the amount of guar- 
anty you have? One hundred and fifty million dollars direct loan 
for 1955. What is your guaranty authorization ? 

Mr. Monk. There is no limit on that. 

Mr. Tomas. Has there ever been a limit set on the veterans’ guar- 
anty program, like it is on FHA guaranty, insurance or other? 

Mr. Monx. As to the individual ? 

Mr. Tuomas. I am talking about dollar amount. 

Mr. Stone. Total dollar amount ? . 

Mr. Tuomas. Yes, sir. What is the total outside liability, say, 
through the calendar year 1954 for direct loans for homes and for your 
gus wanty for homes? 

Mr. Monx. As of the end of fiscal year 1954, the initial contingent 
liability on the part of the Government was over $12.5 billion on loans 
with principal amounts aggregating approximately $24 billion. 

Mr. Tuomas (reading) : 

As of the end of fiscal 1954, operational responsibilities of the loan guaranty 
activity represented an initial contingent liability on the part of the Government 
of over $12,500 million on loans aggregating almost $24 billion. 

What does that mean ? 
Mr. Stone. That is the total amount. 
Mr. Ketsey. Face amount of the loans. 
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Mr. Stone. The Government has a contingent liability for $125 
billion of that $24 billion. 

Mr. Tuomas. All right. What is your figure there on your guar. 
anty? Is that in addition to this $12.5 billion? 

Mr. Strong. That is the guaranty. 

Mr. Tuomas. Certainly there is a difference there between direct 
loans and what you guarantee. 

Mr. Monk. Direct loans is $345 million. 

Mr. Tuomas. Where is that figure ? 

Mr. Monk. Next sentence. 

Mr. Tuomas. In excess of $345 million direct loans. 

The total liability for homes, then, through 1954 is $12.5 billion, 
of which $345 million is for direct loans. 

Mr. Monx. That $345 million is in addition to the $12.5 billion. 

Mr. Srone. $12.5 billion plus $345 million would be the direct and 
contingent liability of the Government. 


ANTICIPATED NUMBER OF APPLICATIONS FOR LOAN GUARANTIES 


Mr. Tuomas. How many starts do you anticipate in 1955 and 1956 
on homes? 

Mr. Mons. We don’t have that figure with us. 

Mr. Sronr. We should have it with us. 

Mr. Tuomas. Well, what do you anticipate in 1956 in the way of 
starts? 

Mr. Kersey. Mr. Chairman 

Mr. Tuomas. Newspapers generally say the industry expects the 
biggest year in its history. Perhaps 1,200,000 starts of which how 
many do you anticipate VA will have? 

Mr. Stonre. We would have a third of them, at least, 330,000. 

Mr. Tuomas. How many starts do you anticipate in 1955? 

Mr. Monx. I don’t have that exactly. 

Mr. Kersry. I wonder if starts are a real essential factor in this 
because of the fact that there is a large amount of existing housing on 
which guaranties come about. The actual number of applications for 
guaranties certainly can be tied in to the number of guaranties that 
the Veterans’ Administration will make. 

Mr. Tuomas. What part of your guaranty business is in new starts 
and what part in old houses? 

Mr. Stone. The biggest majority is in new houses, 80 percent, at 
least. 

Mr. Tuomas. Is that a pretty good horseback guess now ? 

Mr. Stone. Pretty good horseback guess. 

Mr. Tuomas. I thought it was higher than 80 percent. 

Mr. Srone. I think you are right, between 80 and 90, but 8) t 
make it fairly accurate, I guess. 

Mr. Ketsty. What I was going to say, Mr. Chairman, was that this 
estimate of 455,000 applications for 1956 was projected back in 
September when the budget was made up. The prospects seem to 
have changed as was indicated in the Administrator’s statement on 
page 7. For the last 6 months, our applications are running over 
55,000 a month, which would indicate if that volume continued in the 
next fiscal year; somewhere in the neighborhood of 660,000 applica- 
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tions, rather than 455,000. But that is a question of the economy and 
this surge of building and buying. 

Mr. Tuomas. What is your liability now on business loans? How 
many applications do you have in 1955 and 1956? 

Mr. Stone. We haven’t broken that down, only as to all applica- 
tions. We can get the information for you if you desire it. 

Mr. Tomas. What is your liability on your business loans, total 
liability on business loans through 1954? 

Mr. Svoner. Our total liability ; is that $12.5, which includes business 
loans. 

Mr. Tuomas. Gentlemen, you ought to have a better justification 
than that. Can’t you break down between your direct loans, your 
guaranty for houses, the amount of money involved and the number 
of loans and business loans. Haven't you got that information there? 

Mr. Stone. Not here with us. We can get it for you. Housing 
and business loans and farm loans. 


NUMBER OF PROPERTIES REPOSSESSED 


Mr. Tuomas. “Property holdings having a value in excess of $9 
million,” what do you mean by that? 

Mr. Monk. Those are properties we had to take over. The Govern- 
ment owns property in excess of $9 million. 

Mr. THomas. How much more in excess of $9 million? That is 
getting down to being a little important now. In other words, how 
many ‘houses are you holding that you have repossessed? What is 
your loss on your housing that you have repossessed and on your 
business loans ? 

Mr. Stone. About a half of 1 percent. 

Mr. THomas. Where is that set out in your justification ? 

Mr. Stone. You have claims paid here, of 4,420 estimated for fiscal 
year 1956. Loans acquired, properties acquired, fiscal year 1954, 2,225. 
We estimate for 1955, 2,500, and we estimate for 1956, 2,800. 

Mr. Tuomas. Dollars, pieces of property or what ? 

Mr. Stone. Properties acquired. 

Mr. THomas. What is your loss going to be on those? 

Mr. Stone. If it holds as it is, it is one-half of 1 percent. 

Mr. TuHomas. What is the average amount of your business loans 
and your average direct loan or your guaranty for homes ? 

Mr. Sone. Average for guaranty of homes is about $4,300. ‘There 
isa maximum of $7,500 on home loans. 

Mr. Tuomas. That figure sounds a little low to me. 

Mr. Ketsry. That is the maximum. That is high. Your average 
guaranty today is a little over 50 percent on the average. 

Mr. Tuomas. You are talking about your amount. “T am talking 

about the cost of the unit. What part of that is the total cost of the 
unit now, the $7,500 ? 

Mr. Ketsey. The guaranty cannot exceed 60 percent. 

Mr. Tuomas. In homes and business loans? 

Mr. Ketsey. Home loans. Business loans cannot exceed 50 per- 
cent, isn’t that right? 

Mr. Stone. 60 percent on homes. The farm loans are not very 
frequent at all because they are expensive. 
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Mr. Tuomas. How many homes do you have on hand on whieh, 
you foreclosed as of the c lose of business December 31 or any periods 
you have. How many units, how many business properties ¢ 

_Mr. Stonr. On Dee ember 31, 1954, we had 2,004 properties on hand, 

7 percent of which were homes, $ 3 percent were farms and business, 


SUMMARY OF LOANS GUARANTEED 


Mr. Tuomas. Will the committee please come to order? When w 
recessed a few minutes ago, we were talking about the loan-guaranty 
program. Do we have any specific information on the starts, fore. 
closures, business loans, and housing loans ? 

Mr. Monk. I have some information, Mr. Thomas, on the break- 
down of the type of loans as to the principal amount and amount 
guaranteed. These figures are cumulative through December 154. 

First, as to loans approved, of a total of 4,025,213 loans ; 3,739,287 
were home loans; 67,250 were farm loans, and 218,676 were business 
loans. 

As to the principal amount of those loans, the total principal 
amount of the loans is $26,648,531,438. Of that amount, we guaranteed 
or insured $14,265,104,805. 

The home loan figure, the total principal amount, $25,800,605,(95. 
Of that amount, we guaranteed or insured $13,975,321,116. 

“arm loans, principal amount, $260,194,592. We guaranteed, | 
insured, $113,836,284. 

Business loans, principal amount, total $587,751,748, of that amount, 
we guaranteed or insured $175,947,405. 

Mr. Toomas. When did this act go into effect, 1946 ? 

Mr. Opom. June 22, 1944. 

Mr. Tuomas. Let us put a table from 1946 in, including 1956, for 
the guaranties for homes, the direct loans for homes, and your busi- 
ness and your farm loans, the number and the value for each of thos 
yars, and then give us the total. Then have a column showing your 
foreclosures by numbers and dollar amounts, and then your los 
column. 

(The table requested is as follows :) 
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Mr. Tuomas. How many properties do you have on hand noy, 
either homes, business or farms ? 

Mr. Monk. Two thousand and four. 

Mr. Tuomas. How is that broken down between business loans and 
homes? You have 2,004 pieces of property / 

Mr. Monx. That is as of the end of December 1954. 

Mr. Tuomas. How is that broken down between business and homes? 

Mr. Stone. That would be all homes. 

Mr. Tuomas. Is your rate of foreclosure picking up, decreasing, or 
is it constant ? 

Mr. Monx. It is fairly constant. 

Mr. Stone. There was a little period last summer—— 

Mr. Tromas. How many loans and guaranties for homes did you 
make, say, in the calendar year 1954? If you have an estimate for 
1955, it would be all right. 

Mr. Monk. For what year? 

Mr. Tuomas. The fiscal year 1955. 

Mr. Monk. Four hundred and seventy-five thousand. 

Mr. Tuomas. Is that homes and business or just homes ¢ 

Mr. Monk. That is homes and business. That is the total. 

Mr. Tuomas. Four hundred and seventy-five thousand ? 

Mr. Monk. Yes, sir. 

Mr. Tuomas. What part of that is homes? 

Mr. Monr. About 98 percent. 

Mr. Tuomas. Ninety-eight percent is homes? 

Mr. Monk. Yes, sir. 

Mr. THomas. What is your rate of foreclosure now on a current 
basis ? 

Mr. Monk. What do you mean by “the rate of foreclosure”? The 
number of properties that we acquire in relation to the number we 
have 

Mr. Tuomas. That is the only way you can get them back, isn’t it, 
through foreclosure ? 

Mr. Opom. Sometimes they accept a deed in lieu of foreclosure. 

Mr. Tuomas. It is far more satisfactory and quicker, isn’t it ? 

Mr. Ovom. That is right, for everybody. 


DEPARTMENT OF MEDICINE AND SURGERY 
MEDICAL ADMINISTRATION AND MISCELLANEOUS OPERATING EXPENSE 


Amounts available for obligation 


(Bi lances for June 30, 1954, are as certified under sec. 1311, Public Law 663 


1954 actual 1955 estimate | 1956 estimat 


Appropriation or estimate $14, 870,400 | $14, 654, 000 $15, 2 
Recovery of prior year obligations 34 
Reimbursements from non-Federal sources 1,477 
Reimbursements from other accounts 1, 316 


Total available for obligation 14, 873, 227 14, 654, 000 
Unobligated balance, estimated savings —395, 502 
Obligations incurred 14, 477, 725 14, 654, 000 
Comparative transfer from ‘General operating expenses, 
Veterans Administration” 1, 259, 607 422, 216 
Comparative transfer to ‘‘Major alterations, improvements, 
and repairs, Veterans Administration” —510, 570 
Total obligations ere 15, 226, 762 15, 076, 216 15, 204, 00 
Note.—Reimbursements from non-Federal sources above are obtained from sale of personal pr pert} 
(Public Law 152, 81st Cong.). 
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Obligations by activities 


Description 1954 actual 


cal, hospital, and domiciliary administration $7, 560, 644 $7, 2 ; 
ninistration of the construction program 1, 210, 903 l, TOO 
osthetie testing and development. 799, 719 000 
dical research 4,542, 916 : 5, O00 
iical education and training- 1, 112, 580 : OOO 


Total obligations_--.--- : | 15, 226, 762 i 2 5, 204. 000 
Obligations by objects 


1954 actual 


VETERANS ADMINISTRATION 


otal number of permanent positions- 
Full-time equivalent of all other positions 

yerage number of all employees -- 
Number of employees at end of year 


Average salaries and grades: 

General schedule grades: 
Average salary-..--.---- $4, 917 
Average grade. ............. . GS-6.9 GS-6.7 
Ungraded positions: Average salary $11, 282 $11, 305 


Personal services: 
as $10, 461, 857 $10, 651, 181 
Positions other than permanent--- : ; 513, 105 437,479 , 300 
Regular pay in excess of 52-week base. . : 40, 102 40, 856 915 
Payment above basic rates_.-- 7 me 6, 626 5, 400 , 900 


Total personal services_--- : 11, 021, 690 11, 134, 916 , 197, 200 


Travel: 

Employee.........-- : : : 820, 280 834, 388 51, 800 

Beneficiary - : 174 200 300 
‘Transportation of things. __- 28, 598 27, 155 26, 100 
Communication services 68, 707 72, 355 72, 400 
Rents and utility services__- 88, 326 2, 748 92, 600 
Printing and reproduction 7, 163 7, 281 7, 600 
Other contractual services ; 1, 672, 885 1, 449, 566 , 642, 500 
Supplies and materials____. : Q: 1, 058, 185 27, 300 
Equipment ; 525, 361, 593 . 400 
Refunds, awards, and indemnities me 790 2, 000 2, 000 
Taxes and assessments on oa : 15, 451 19, 381 21, 600 


Subtotal. __.-- eis 15, 208, 852 15, 059, 768 5,5 800 
‘duct charges for quarters and subsistence s 10, 040 11, 552 2, 800 


Total obligations ee ; 7 15, 198, 813 15, 048, 216 5, 276, 000 


ALLOCATION TO NATIONAL BUREAU OF STANDARDS, 
DEPARTMENT OF COMMERCE 


Other contractual services oe —_ at $27, $28, 000 $18, 000 


SUMMARY 


otal number of permanent positions ; 2, 131 
Full-time equivalent of all other positions_- ‘ 35 
Average number of all employees. - ; 2, 087 
Number of employees at end of year 2,4 2, 662 


Average saJaries and grades: 

General schedule grades: 
Average salary _- s 34, 969 34, 917 
Average grade lpi omatt oats GS-6.9 GS-6.7 
Ungraded positions: Average salary $11, 282 $11, 305 


Personal services: 
Permanent posititions $10, 461,857 | $10,651, 181 O85 
Positions other than permanent___-- 513, 105 438, 479 399, 300 
Regular pay in excess of 52-week base 40, 102 10, 856 41, 915 
Payment above basic rates sae 6, 626 5, 400 » 900 


Total personal services y 11, 021, 690 11, 134, 916 , 197, 200 
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Obligations by objects—Continued 


1954 actual 


SUMMARY—Continued 
02 Travel: 
Employee-.-. 
Beneficiary - - 
Transportation of things 
Communication services 
Rents and utility service 
Printing and reproduction- 
Other contractual services_ 
Supplies and materials 
Equipment 3 
Refunds, awards, and indemnities-- -- 
Taxes and assessments 


174 

28, 598 
68, 707 
88, 326 
7, 163 

, 700, 834 
959, 411 
525, 478 
790 

15, 451 
15, 236, 802 
10, 040 


15, 226, 762 


03 
04 
05 
06 
07 
O8 
09 
13 
15 


Subtotal — 
Deduct charges for quarters and subsistence. --. 


Total obligations 


Analysis of expenditures 


1954 actual 


Obligated balance brought forward 


Obligations incurred during the year. $14, 477, 725 


14, 477, 725 | 


Adjustment in obligations of prior ye ; —34 
Reimbursements.-_-.--- . - —2, 793 
Obligated balance carried to certified claims account_ 

Obligated balance carried forward 


Total expenditures 


Expenditures are disbributed as follows: 
Out of current authorizations. -- - 
Out of prior authorizations 


Ee td ae one $820, 180 | 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


"2, 161, 267 | 
12, 313, 631 | 


| 12, 313, 631 | 


1955 estimate 


$834, 388 


1956 estim it 


200 | 


27, 155 
72, 355 
92, 748 

7, 281 


1, 477, 566. | 


1, 058, 185 


361, 593 | 
2,000. | 


19, 381 
15, 087, 768 
11, 552 


1955 estimate | 


$2, 161, 267 

14, 654, 000 
16, 815, 267 
—151, 267 
—2, 233, 000 


14, 431, 000 





12, 606, 000 
1, 825, 000 


15, 076, 216 | 


1956 estinia 


15, 059, 


13, 209, ( 


1, 850, 


Mr. Tuomas. Mr. Reporter, will you insert in the record at this 


point the table on 7-1 and 7-2? 
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The material referred to is as follows:) 


Obligations by objects 


AVERAGE EMPLOYMENT 
nlovees (total) 
ical research 
P rosthe tic testing and dev ‘elopment_- 
RAE ss cassce 
{verage a... i 
Frit ve benefits, Publie I 
onsultants.. 


VA en 


aw 763_- 


ORJECT OF EXPENDITURE 


Personal services. -- 
Consultants.-_-...- 
Fringe benefits 
Tr ivel: 
Employee 
Beneficiary _- 
Transportation of things 
Commurications 
Rents and utilities_ 
Printing and reproduction 
Other contractual services_. 
Employees’ insurance. 
- plies and materials 
Equipment 
Refunds, awards, and indemnities_. 
Taxes and assessments 


Total gross ot bligations iti 
pe Q.% S. & L_. 


Net total obligations. - -- 
Less: 


penses... 


Add: 


Transfer to general operating expenses 


Transfer to M. A 


Subtotal... 
Less 
Reimbursements 
Recovery of obligations 
iv nobligated balance, estimated s 


Transfer from general operating ex- 


Fiscal year 
1955, esti- 
mated 


Fiscal year 
1956, estl- 
mated 


Fiscal year 
1954, actual 


1, 993 
(661) 
(19) 
(1, 313) 
$5, 294 


34 


$11, 021, 690 
(469, 205) 


$11, 134, 
(411, 


916 
679) 


$11, 197, 
(373, 


200 


51, 800 
300 
. 100 
2, 400 
, 600 
. 600 
500 
29, 900) 
FS, 185 
, 593 
2, 000 
19, 381 
i, 802 15, 087, 15, 306, 800 
, 040 —11, —12, 800 


15, 226, 762 15, 076, 2 


27, 300 
7, 400 
2, 000 

, 600 


768 


552 


16 15. 


—1, 663, 183 — 422, 216 
403, 576 
510, £70 


, 477, 725 


14, 654, 000 


15, 204, 000 


—2, 793 
—34 
395, 502 


14, 870, 400 


14, 654, 000 15, 


500) 
, 500) 


36, 000) 


294. 000 | 


294, 000 | 


Increase (+ 

or decrease 

(—) 1956 over 
1955 


— (38, 179) 
+ (14, 500 


—82, 588 
+100 
—1, 044 
+45 
—148 
+319 
+182, 934 
+-(6, 100 
—30, 885 
5, 807 


+640, 000 


+640, 000 
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SUMMARY OF MEDICAL APPROPRIATIONS 


Mr. THomas. You have some perfect tables here, particularly in t! 
long folder. They are all good. 

Mr. Pures. | think that 64 is a condensation. 

Mr. Tuomas. Let’s insert the table on 6—4 also. 

(The material referred to is as follows:) 


Summary of appropriations, Department of Medicine and Surgery 


a 


Increase (+ 
or decreas 
(—), 195¢ 


over 1955 


Fiscal year | Fiscal year 
1955, | 1956, 
estimated | estimated | 


Fiscal year 


Appropriation title 1954, actual | 


Medical administration and miscellaneous: | | 
Operating expenses $14, 870, 400 $14, 654, 000 | 294, 000 

Net comparative transfers to (—) or | | 

from (+-) other appropriations_-__.-- +749, 037 +422, 216 


Net total__.- _...-.----| 15,619,437 | 15,076, 216 5, 294, 000 


Inpatient care eidinenise hater 592, 831,300 | 593, 992, 500 000, 000 
Net comparative transfers to (—) or from | | | 
(+) other appropriations. 3 ----| —1, 409, 273 +399, 422 


Net total....... .----| 591,422,063 | 594,391, 922 619, 000, 000 +24, 608, (I78 


Outpatient care _- : mr : 92,677,900 | 82,134,000 | 82,089,000 
Net comparative transfers to (—) or from | | 
(+) other appropriations. ___._.-- |} +8, 383,312 | +1,045, 913 ~ 


Net total__- ae tate 101, 061, 212 83, 179, 913 82, 089, 000 , 090, 91 


Maintenance and operation of supply depots- -- 1, 800, 000 1, 654, 000 1, 578, 000 
Net comparative transfers to (—) or from | | 


(+) other appropriations____-..-__.------| +57, 500 | +46, 700 |__-- at 


Net total__. one 57, & 1, 700, 700 | 1, 578, 000 
Dental, medical and surgical appropriations__-- 2, | 692, 434, 500 717, 961,000 |.._._- 
Net comparative transfers to (—) or from | | 


(+-) other appropriations- -- 790;612 | +-1,014 251 |_......-2._-- 


Net TOG Www ccsecen | 709,960,212 | 694, 348, 751 717, 961,000 | +23, 





Mr. Tuomas. It shows your total amount for all the departments 
for all bureaus or activities, we will say, in the Department of Medi- 
cine and Surgery for the fiscal year 1956 as $717,961,000 agains 
$694,348,751 for 1955, which is an increase of $23,612,249 for fiscal 
1956, 

PERSONAL SERVICES 


The chart on 7-1 is the operating expense chart. This is $15,294,000". 
That is the administration expense here in the District of Columbia 
The total employment in the District is 2,085 against 2,048 for 1». 
an increase of 37. This District of Columbia central office expense | 
purely one of salaries and expenses. You increased your medic 
research staff to 877 from 800. All these people are not here in thi 
District of Columbia are they / 

Mr. ScHOEN. No, sir. 

Mr. THomas. Where are they located ? ‘ 

Dr. Worrorp. These people in medical research are all at fie! 
stations, Mr. Thomas, in the various research laboratories; 25 are !! 
the prosthetic testing and development laboratory in New York Cit) 

Mr. Tuomas. Where are these people located, these 2,085 peopt 
under your heading, “Administrative Operating Expense” ‘ 
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Dr. WotForb. There is a little over 1,000 in the Department of Medi- 
cine and Surgery. 

Mr. THomas. One thousand in medicine? 

Dr. Wotrorp. One thousand seventy-six 

Mr. THomas. Where are the rest of them ? 

Dr. Wotrorp. There are 149 in construction. 

Mr. THomas. Where is the 1,076 in medicine? Where are the other 
thousand ¢ 

Dr. Wotrorp. There are 800 in medical research; 149 in construc- 
tion—— 

Mr. Tuomas. They are not in the District of Columbia, are they, in 
research? How many are inthe District of Columbia ? 

Dr. Wotrorp. None of those. None of the 800 or none of the 23 in 
prosthetic testing and development. 

Mr. THomas. You have 1,076 in medicine; 800 in research. None 
of those 800 are in the District of Columbia, but your 1,076 are? 

Dr. Wotrorp. No, sir. There are only 941 of those 1,076—— 

Mr. Tuomas. Are they in the area offices / 

Dr. Worrorp. The 135 are, yes, sir. 

Mr. Tuomas. How many are under construction ? 

Dr. Wotrorp. 149. 

Mr. Tuomas. Are they here in the District of Columbia? 

Dr. Wotrorp. Yes, sir. The breakdown is on 7-4. 


PROSTHETIC TESTING AND DEVELOPMENT 


Mr. Tuomas. I don’t understand why you put your research people 
under administrative costs. 

Dr. Wourorp. The research is all under medical administration and 
miscellaneous operating expenses, as is the education and others in 
line with the Bureau of the Budget’s——— 

Mr. Tuomas. Your prosthetic device people are here, 23 of them? 

Dr. WorForp. No, sir, they are in New York City. 

Mr. Tooatas. What is the total of the prosthetic device people? 

Dr. WoLForp. 23. 

Mr. Tuomas. I saw the item right at $1 million over and above 
this item, 

Dr. Wotrorp. $980,000. 

Mr. Tuomas. That is research and development. It is a little bit 
under $1 million. 

Dr. Wotrorp. That is $980,000. Those 23 are included in that. 
Most of it is contractual services. 

Mr. Tuomas. Are these people medical people, your prosthetic 
(evice people, here in the District of Columbia 4 

Dr. Worrorp. The 23 that we are talking about are in New York 
City? 

Mr. Tuomas. Yes. 

Dr. Wotrorp. They are not physicians, if that is what you mean. 
They are technicians and mechanics of one type and another. 

Mr. Tromas. How much of your medical research is expense under 
the District of Columbia, or is it all out in your hospitals? You 
increased that amount from $4,711,000 to $5,100,000, an increase of 
$411,248 for the fiscal year 1956. 


58616—55—pt. 2——21 
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Here is the item for testing and development of prosthetic device 
$980,000, an increase of $180,000 over last year. What progress ap 
you making with your prosthetic devices ? 

Dr. Worrorp. As you know, this prosthetic testing and developmey 
service is not only for the Veterans’ Administration but also for thy 
other Government services. We, of course, give much of our resear¢ 
results to civilian medicine and industry. We feel we are making 
good deal of progress in our various prosthetic devices. 

Mr. Tromas. Is this $980,000 your total cost? 

Dr. Wotrorp. Yes, sir. 

Mr. Tuomas. For research ? 

Dr. Worrorp. You mean, for the prosthetic testing and develo 
ment ? 

Mr. Tromas. Yes. 

Dr. Wotrorp. Yes, sir. 

Mr. Tuomas. What are some of the improvements you have mat 
in the last 3 or 4 or 5 years? 

Mr. Puruurrs. Haven’t you anybody here in Washington on pros 
thetic work? 

Dr. Wotrorp. You mean, out in Forest Glen ? 

Mr. Tromas. Does the Army have a unit out there? 

Mr. Puiiurps. Yes, a very competent unit. I thought the Veteran 
had somebody out there. 

Dr. Wceurorp. No, sir. At one time we had a consultant out ther 
who was being paid by the Army. He worked part time with w 
in the central office. He is no longer with the group out there. 

Mr. Tuomas. We have always thought this was a great progran 
Don’t Jet us down. Let us keep thinking it is good. 

Dr. Wotrorp. We have no intention of doing so. There are sue. 
tion sockets for amputation above the knee, on which we are working 
It offers advantages of greater comfort due to the absence of the stee 
hip hinge and harness. 

Mr. THomas. You don’t have to read that. You are familiar wit! 
them. Snell out to us in ordinary language. 

Dr. Wotrorp. Principally. the matters that we are working ot 
mostly now are braces, the various type of knee locks, the friction knee, 
and things of that sort. Particularly, right now, we plan on procur- 
ing the new transistor hearing aids. 

Mr. Tuomas. Hearing aids? 

Dr. Wotrorp. Yes, sir. 

Mr. Putures. Using these little transistors about as bie as a bea! 
instead of the hearing device that you fasten to your clothing. Ar 
they practical ? 

Dr. Wotrorp. Yes, sir. They have worked out very satisfactorily. 
They cost us more money, but they are more efficient. 

Mr. Tromas. How much are you spending under Public Law 31! 
for these hearing aids and prosthetic devices, generally ? 

Dr. Wotrorp. How is that? 

Mr. Troomas. How much are you spending in 1956 and in 1955? 
That would be outpatient care. Do you recall the figure ? 

Dr. Wotrorp. We have it available. $3,300,000. 

Mr. Tuomas. $3,300,000? 

Mr. Biartow. $3.300,000 for all prosthetic appliances in 1956. 
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Mr. THomas. An increase of $207,000 over last year. This is where 
ey buy the devices and give it tothem. This is administrative costs 
\d research; purely research, I imagine. With whom are you work- 


-- WotrorD. Various universities. 

-- Bigetow. It is shown on page 7-27. 

-- Tuomas. Read into the record two or half dozen. 

-- Bicetow. The University of California; New York University. 

-- Tuomas. What are you doing at the University of California ‘ 

-- Bigetow. That is the knee braces, artificial limbs, and things of 
‘t. The Intelligence Machine Research Corp. 

Mr. Tuomas. What is the nature of that? 

Mr. Bicetow. The Intelligence Machine Research Corp. 

Mr. Tuomas. What are they working on? 

Mr. Bicetow. Guidance devices; blind aids. Prosthetic accessories, 
rthopedic shoes, sickroom accessories, and so forth are being worked 
n by the University of California; University of Pennsylvania; and 
ie Franklin Institute. Also these universities are working on braces, 
orsets, belts. 

Mr. Tuomas. Do you think you are getting your money’s worth out 
f this almost $1 million for research and development of these 
evices ? 

Dr. Wotrorp. Yes, sir. 

Mr. Tuomas, I have occasion to see Bob Allen every now and then. 
Bob is a veteran with an arm off. He is highly intelligent. He is very 
iterested in this program. He thinks it is worth its weight in plati- 
um. Some chap was in my office 2 or 3 days ago with his arm off up 
phere. He had a device on it. Does it fit into the muscle ? 

Dr. Woirorp. Yes, sir. It is a cineplasty control system. 

Mr. Tuomas. How many veterans are using your devices under out- 
atient treatment; do you know ? 

Mr. Brertow. 240,000, sir. 

Mr. Tuomas. That is a tremendous number. What are the most 
mmonly used ones? Artificial limbs? Arms? Legs? What? 

Mr. Bigetow. I couldn’t break it down for you but I believe that 
moos aids and artificial limbs constitute the majority of appliances 
sued, 

Mr. Puitiies. That is about 1.5 percent. 


MEDICAL RESEARCH PROGRAM 


Mr. Tuomas. What about your medical research program, $5,122,- 
) You have 877 people. I have often had a question mark about 
lis program, not that we are against research. I would imagine this 
oup in here is about, I would say, the most research minded of any 
‘oup. But what particular adaptation to research does the Veterans’ 
(ministration have? I have gone to a good many hospitals and 
ive found you have a little research unit in each one. You have this 
octor practicing a little medicine and doing a little researching. 
hese research people are just different from anybody I know any- 
ung about. ; r 
Dr. Mippteton. May I answer your question directly ? 

Mr. Tuomas. Doctor, give us some light on it. 
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Dr. Mippteron. The program within the Department of Medicine 
and Surgery in the Veterans’ Administration has been completely re- 
habilitated sine e World War IT largely through two elements. The 
first, of course, is the devoted career man w ithin the Department, and 
then second, through the affiliation with the medical schools which 
has rendered the professional service to the veteran on a much higher 
plane than was ever possible before. 

You asked about the distribution of these funds and the fact that 
800 men currently 

Mr. Tuomas. 877 for next year. 

Dr. Mippieron. 877 for next year will be devoting their time to 
research. I think from the standpoint of the administrator, that he 
would like to know what the cost of exact professional care is to the 
Veterans’ Administration, and divided by the patient per diem ex. 
pense. 

Obviously, these men who are paid for research are not of the staff 
machinery “directly. Those funds are devoted entirely to technical 
help and other adjuncts i in the research program. Just how does this 
research program fit into the better care of patients? The affiliation 
with medical schools meant 

Mr. Tuomas. You mean, these 877 people here are not on the pay- 

roll of the Veterans’ Administration / 

Dr. Mippteton. They are on the payroll, obviously, but they are 
not charged directly to patient care, to setting it down so that the 
administrator of the organization can 

Mr. Tuomas. Then this whole $15 million is administrative costs’ 

Dr. MippteTon. I am speaking directly to this one sum of $5 million 
for next year. Those 877 individuals are doing research work that 


is directly related to the improved care of patients. 


RESULTS OF VA MEDICAL RESEARCH 


Mr. Tuomas. Doctor, let us get down to cases. Just what can you 
put your finger on that is worth this money? Every medical] unit in 
this Government has gotten into the field of research. I venture to 
say that there is not 1 in 20 that has come up with anything that is 
worth while. Here is your big center for public health. That is 
nothing but a research center. The Army and Navy, they all an 
their research centers. Then there are dozens upon dozens of pu 
recearch centers in private institutions, colleges, medical schools. I 
the VA adapted to a research program? I can’t imagine that it is. 

Mr. Yarzs. I had occasion last summer to be with two doctors who 
are consultants at VA hospitals. They told me that the VA research 
program was better in their opinion than those conducted by the 
National Institutes of Health. As a matter of fact, following Worl 
World War II the research programs that were instituted for tuberct u- 
losis not only were better than those of the National Institutes of 
Health but preceded it, and that the National Institutes of Health 
actually took them over later on. Is their information correct? 

Dr. Mippteron. Mr. Yates has answered my point directly. 

Mr. Tuomas. Pure research is just about over with as far as tuber- 
culosis is concerned ? 

Dr. Mippteron. Tuberculosis is not a whipped disease yet. 





1121 


Mr. Tuomas. It is not whipped, but I am talking about in the field 
of pure research. 

Dr. Mippteron. And who was responsible for that, Mr. Thomas? 

Mr. Tuomas. I wouldn’t have any idea. 

Dr. Mippteron. Mr. Yates has made the case completely. 

Mr. Tuomas. Do you mean the Veterans’ Administration ? 

Dr. Mippteron. Yes. That story is a clear-cut one. I am glad Mr. 
Yates gave me the opportunity, because you have a perfec ‘tly con- 

trolled population, a fixed population within the veterans group. 
TI ey are under control. In the hospitals their continuity of care Is 

avery regular one. Under Dr. Barnwell and his staff of the Veterans’ 

Administration there was a program that studied, isoniazid, strepto- 
mycin, and paraaminosalicylic acid. These were brought into the 
picture as “miracle” drugs. There was no other agency in the countr y 
that could spot these particular groups of patients. The Veterans’ 
Administration answered it. If you were only paying for that, you 
would have made a fine investment. 

Mr. Tuomas. Let us take something more recent and something 

hat perhaps needs more development. A large percentage of your 
adie program is directed toward NP cases. What can you show 
from your research program about NP work? The NP doctors all 
over the country, and I also talked with one of the top ones out at 
Bethesda, tell me that the profession knows as little from a pure 
research point of view as to the causes and the whyfors as they did 
20 or 300 years ago. We are not talking about treatment; we are 
talking about research. 

Dr. Mippteron. You could only ask me one more difficult ques- 
tion, and that is the control of the common cold. 

Mr. Yates. Would cancer be easier, Doctor ? 

Dr. MippLeron. Yes, sir. 

Mr. THomas. What part of your 877 people are devoted to research 
in NP cases ¢ 

Dr. Mippteron. The estimated sum is $503,000, for fiscal year 1956 
and $427,000 for the current year. 

Mr. Tuomas. You deal with isotopes. The Atomic Energy Com- 
nission has $20 million or $25 million, and that is a speci: alized field 
forthem. What part are you spending for isotopes ? 

Mr. ScHoen. It is on page 7-19. 

Mr. Tuomas. You set out here about 5 fields of research, as far as 
I remember, tuberculosis, radioisotopes, neuropsychiatric research, 
dental, general medical. As to general medical, you have the research 
brains of the country in these medical colleges. What are you doing 
inthe field that these people are not doing? 

Dr. Mippteron. The fields will obviously 

Mr. THomas. Your big field that applies directly to your work is 
leuropsychiatric researe h. You only spend 

Dr. Mippteron. $427,000 

Mr. Tuomas. $413,000 in 1954 and $427,000 in 1955. 

Dr. Mippteron. That is about 10 percent across the board. 

Mr. Tuomas. About 20 percent of your total appropriation in your 
biggest field of activity. Can you put your finger on anything defi- 
nite? We are all research-minded. This country goes from one ex- 
treme to another. Back in 1936 and 1937 there was little spending 
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for research. This Government is spending $131 million on pure 
research, and if you want to add prototypes to it, and that is researe} 
it runs to about $2,300 million. But this is pure research. 

Dr. Mippieton. In the area of neuropsychiatry, the first area jy 
which—— 

Mr. Yates. May I find out what you mean by “research”? [s } 
applied or basic ? 

Dr. Mipvteton. In the hope it is to be applied, some may be bagi 
and fundamental. 

Mr. Yates. You do both? 

Dr. Mipp.eron. Yes. 

Mr. Osrerrac. There is no distinction. 

Dr. Mippteton. No, I think that would be very difficult. 

Mr. Tuomas. The assumption is that it is research and it is not 
applied. If they are out there applying medicine under the guise of 
research, you have two different things. What have your units come 
up with? You have a little research unit in this hospital, a little one 
in that hospital. When you get all through, what does it amount to, 
from a research point of view ? 

Dr. Mippteron. We have already touched upon TB. There is the 
question of the use of isoniazid in the treatment of multiple sclerosis, 
an incurable disease. That was first instituted in the Bronx Hospital, 
a. veterans’ hospital, with some hope of progress. With a diseay 
with a natural history so variable, one can’t 

Mr. Tuomas. You aren’t talking about treatment? 

Dr. Mippteton. Yes. 

Mr. Tuomas. I am talking about research, not treatment. 

Dr. Mippteron. This is research. It goes across the area wher 
you are going into the unknown and trying to widen your horizon, 
The question of surgical treatment of schizophrenia is now being ap- 
plied in seven of our hospitals. That is almost in a research area, 
although one cannot say that he is doing investigation on the human 
subject. With the background of the experiments on animals, you 
can transfer that to humans and offer some hope. 

Mr. Tuomas. I can’t understand why if you are in the research 
program there is so little activity in the Veterans’ Administration. 
You have here $503,000 out of a total of $5 million for 1956. 

Dr. Wotrorp. In 1952 we spent $26,000 in research for neuropsy- 
chiatry. In 1953, $100,883. In 1954, $263.095; in 1955, $427,000. 
The thing that is hindering us in neuropsychiatric research is the 
scarcity of research workers in psychiatry. They are hard to find 
As we locate these people, we advance our research. 

Mr. Yares. What does research in neuropsychiatry consist of! 
How do you spend this money ? 

Dr. Wotrorp. Here are some of the activities we are engaged in as 
far as the projects are concerned. Dr. Middleton has just talked to 
you about schizophrenia. 

Mr. Yates. You mean, the lobotomy ? 

Dr. Wotrorp. Yes, sir. They are working with thorazine and 
reserpine. They are both relatively new drugs. ; 

Mr. Tuomas. Are they working on just what causes this terrible 
disease ? 

Dr. Wo.rorp. We are a long way from finding out many thing 
about. mental diseases. We are working with these diseases now. 
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Mr. Yates. When you say that you work with them, do you use 
them on animals ? 

Dr. Wotrorp. We are treating patients. 

Mr. Yates. Did you develop these drugs? 

Dr. Wotrorp. Neither reserpine nor thorazine was developed by 
the Veterans’ Administration. 

Mr. Tuomas. You are talking about plain treatment. 

Dr. Wotrorp. We call it clinical research. It is not basic research. 
It is work with patients, with people with diseases. 

Mr. Tuomas. How many of these 877 people are practicing 
physicians ? 

Dr. Mippteton. None of them. The staff is engaged in its regu- 
lar bedside duties and supervises this research work of technicians. 

Mr. THomas. Where are your biggest units located ? 

Dr. WotFrorp. We have a large unit at the Bronx. 

Mr. Tuomas. How many people? 

Dr. Wotrorp. We don’t have a breakdown. 

Mr. THoomas. What are they working on at the Bronx? 

Dr. Wotrorp. We have a very talented physician there who is 
working on cancer. He has come up with rather startling 
conclusions 

Mr. Tuomas. You just said none of these people were doctors. 

Dr. Wotrorp. He is working there as a physician and at the same 
time engaged 

Mr. Tuomas. He is not practicing medicine; he is a research man? 

Mr. Yates. He isn’t paid out of this appropriation ? 

Dr. Wotrorp. No, sir. 

Mr. Yates. When you say you come out with various discoveries in 
cancer 

Dr. Wotrorp. This one gentleman I am talking about has the theory 
that certain types of cancer and leukemia are caused by a virus, 
and also, that the virus may be transmitted from parent to offspring. 
He is internationally recognized in that field. He is asked to appear 
before many of the very learned societies on this new approach to 
a type of infection that might be the factor in certain types of cancer. 

Mr. Toomas. What type of laboratory do you have in this hospital? 
What is the equipment in it? 

Dr. Wotrorp. I couldn’t detail the equipment, specifically. 

Mr. Tuomas. How much money are you spending on research 
equipment this year, and how much did you spend last year? 

Mr. Bieetow. $373,800 estimated for 1956 and $288,106 for 1955. 

Mr. THomas. Where is that set out? 

Mr. Bieetow. Pages 7 to 15. 

Mr. Tuomas. That is in addition to the salary cost ? 

Mr. Bieetow. Yes. 

Mr. Tuomas. So you are well adapted to a research program. Are 
you carrying on this research ? 

Dr. Mippteton. May I answer your question from two angles? I 
have just completed a survey for the Department of Veterans’ Affairs 
of Canada in their research program in their institutions. It is the 
general judgment from coast to coast in Canada that not only is the 
medical service improved but the quality of the staff. You cannot 
attract a staff if you are going to have them do mere routine. Affilia- 
ion with institutions in this country, as I indicated a moment ago, 
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means you are going to have a very definite cross-fertilization between 
the medical se -hool and the Veterans’ Administration. If we were to 
withdraw that particular support, if we were to withdraw the educa- 
tional program, to withdraw research opportunities, you would haye 
the level of the professional work in our veterans’ hospitals in the 
United States fall to an unbelievably low grade. 

Mr. Tuomas. You think that the research program is the main. 
spring to it 

Dr. Mippteron. It is, plus the educational opportunity. 

Mr. Vursevu. Off the record. 

(Discussion off the record.) 


OBLIGATIONS BY ACTIVITY 


Mr. Tuomas. Will you insert page 7-19, Mr. Reporter, showing the 
table there ¢ 


(The material referred to is as follows :) 


Comparison of obligations by activity 


Radioisotope research -- 
Tuberculosis research 
Neuropsychiatric research 
Dental research 

General medical research 


Subtotal 
Less: Q. 8S. and L 
Net total obligations 


Fiscal year 
1954 actual 
obligations 


$1, 472, 570 
258, 522 


413, 060 


22. 825 | 
2, 385, 979 | 


2, 916 


| Fiseal year 


|1955 estimated 
| obligations 


$1, 620, 510 
241, 470 
427, 000 

50, 000 

2, 372, 572 


4, 711, 552 
—11, 552 


4, 700, 000 


Fiscal year 
1956 estimated 
obligations 
—————| 
$1, 656, 100 | 
262, 200 
503, 000 
76, 100 
, 625, 400 





Increase (+ 
or decrease 


| (—) 1956 over 


1955 


RADIOISOTOPE RESEARCH 


Mr. Tuomas. What are you doing in the way of research in radio- 
isotopes? You have increased that appropriation by $35,590 this 
year, making a total of $1,656,000. I visited with one of your units 
in Seattle. The chap was doing some research with isotopes. I think 
it was purely treatment. W hat have you come up with in the way of 
research improvement as to radioisotopes ? 

Dr. Wotrorp. We are doing a good deal in the clinical treatment 
with the various radioisotopes. 

Mr. Tuomas. Why don’t you charge this program here to hospital 
care? That is what it is. You use the word “treatment” again, and 
yet you set it out here asa research program. Is there anything akin 
to research in this whole program? What part is research, 10 per- 
cent ? 

Dr. Wotrorp. I would say certainly almost 40 percent was research. 
We have considered, Mr. Thomas, transferring this over into the i- 
patient-care appropriation. 

Mr. Tuomas. In the first place, you are not set up as a research 
organization. That is a separate and distinct business. You are not 
set up, and it is a misnomer to call this program a research program, 
because it looks to me like, being a layman, that 75 or 80 percent is pure 
treatment. 
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Dr. Worrorp. A very large percentage is, it is true. 

Mr. Tuomas. It may be the mainspring of your medical program. 
It attracts medical personnel that you couldn’t get otherwise. But 
still, it is far from being a research program, as we understand it, 
isn’t it? 

Dr. Wo.rorp. Yes, sir; it is not basic research. 


INPATIENT CARE 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663, exce pt allocation to Department 
of the Army) 


1954 actual | 1955 estimate | 1956 estimate 


Appropriation or estimate. - - - . -- ‘ “a ..| $593, 992, 500 $619, 000, 000 
Re im bu rsements from non-Feders al sources___- ; 2, 905, 000 2, 904, 400 
Reimbursements from other accounts- ----__- : 4, 229, 500 4, 325, 200 


Obligations incurred __--- an ; . 127, 000 26, 229, 600 
Comparative transfer from— 
“General operating expenses, Veterans‘ Administration’”’ , 147, 000 
“Maintenance and operation of hospitals, Veterans’ Ad- 
so ation”’ s P ; ; $551, 746, 940 
‘ontract hospitaliz: ation, ‘Veterans’ Administration” 18, 838, 002 
OM sintenance and operation ot domiciliary facilities, 
Veterans’ Administration”’ : 24, 211, 611 
Comparative transfer to— 
“General operating expenses, Veterans’ Administration’. —672, 986 
“Outpatient care, Veterans’ Administration”’_- ; : —73b, 251 —747, 578 


Total obligations___- ee = : 593, 387, 316 601, 526, 422 626, 229, 600 


Note.—Reimbursements from non-Federal sources above are for medical services furrished under emer- 
gency conditions to patients who are not entitled to hospitalization ber«fits (Fublic Liew 428, approved 
June 24, 1954) and proceeds from hospitalization insurar ce contracts to the extent such contracis provide 
(Public Law 2, approved Mar. 20, 1933). 


Obligations by activities 


Description 1954 actual | 1955 estimate | 1956 estimate 





Direct Obligations 


1, Maintenance and operation of hospitals: 
(2) Neuropsychiatric hospitals Sidi .-, $168, 190,515 | $172,684,494 $180, 513, 000 
5) Tuberculosis hospitals___- raiet : 48, 124,711 47, 431, 804 , 774, 000 
(c) General medical hospitals - - ------- miachia ae gar ori 330, 100, 013 334, 404, 061 350, 801, 800 

2. Contract hospitalization: 
(a) Civil hospitals 


- a si acon 7, 265, 693 5, 508, 814 ), 403, 800 
Municipal and State hospitals_- a 4, 142, 800 3, 448, 446 3, 372, 800 
(c) Federal hospitals 7, 420, 018 , 613, 607 ), 550, 000 
Maintenance and operation of domicili: ary facilities: 
a) Operation of Veterans’ Administration homes 20, 294, 003 21, 055, 696 20, 920, 000 
D) BGR Re a ewswenne : 3, 875, 925 , 150, 000 5, 569, 000 


Total direct obligations 589, 419, 678 597, 296, 922 321, 904, 400 


Obligations Payable Out of Reimbursements From Other 
Accounts 


1, Maintenance and operation of hospitals: (c) General medi- 
cal hospitals___- ‘ 3, 952, 293 
. Contract hospitalization: (¢c) Federal hospiti us. : 3, 491 
Maintenanee and operation of domiciliary fac ilities: (a) 
“Op eration of Veterans’ Administration homes_---_-------- 11, 854 


Total obligations payable out of reimbursements from 
Cee I en oc aek sak cedakans kwon 3, 967. 638 4, 22 


593, 387, 316 601, 526, 42: 126, 229, 600 
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Obligattons by objects 


Object classification 1954 actual 


VETERANS ADMINISTRATION 
Summary of Personal Services 


Total number of permanent positions Peeada mabe at 115, 383 
Full-time equivalent of all other positions ¥ ; 3, 617 
Average number of all employees ‘ ; a 117, 663 
Number of employees at end of year ; eam ne sata 128, 186 


Average salaries and grades: 
General schedule grades: | 
Average salary alata Ss ; $3, 478 
Average grade : GS-3.5 
Ungraded positions—Average salary : ewe scenes $3, 893 


Personal service obligations: 
Permanent positions. ---- Se i ee _..-| $414, 496, 444 


| 1955 estimate 


116, 287 
4,000 | 

119, 610 

130, 473 


$3, 471 
GS-3.5 


$3, 895 


Positions other than permanent......--. fea . | 20,663,651 | 


tegular pay in excess of 52-week base 1, 626, 390 
Payment above basic rates sexeee ‘ cece 8, 397, 881 


Total personal service obligations Riese ...| 445, 184,372 


Direct Obligations 


Personal services --._-- ‘ , 7 ‘ 442, 528, 372 | 


Travel: 


Employee : in Sied 233, 218 | 
Beneficiary ‘ Ciccone ccteunepece} 2, 533, 738 


Transportation of things: 


Shipment of bodies. - 3 So 167, 069 | 


Other a ne 3 & 679, 528 
Communication services. .....-. - ; ns Sa waa hes 2, 269, 648 
Rents and utility services ; ; ; oe 9, 922, 649 
Printing and reproduction : ; eee aa 725, 909 
Other contractual services: 

Medical and dental fees wee Sceweced : 643, 306 


Other : ’ eae nus 25, 876, 105 | 


08 Supplies and materials: | 
PROVEONO, ..6-sc05566 : J | 48, 148, 579 
Other seetdneeaae ost soko ok peele | 53, 869, 848 


09 Equipment. _- ‘ atl 7, 804, 480 | 


11 Grants, subsidies, and contributions ares 3, 875, 925 
13. Refunds, awards, and indemnities.. hates Jui ksenel 14, 783 
15 Taxes and assessments__. soko ; . 1, 597, 749 


Subtotal — ; ic * _..| 600, 890, 906 
Deduct charges for quarters and subsistence ‘ 11, 537, 610 


Total direct obligations. -- die ....-| 589,353, 206 


Obligations Payable Out of Reimbursements From Other Accounts 


01 Personal services rae : 2, 656, 000 
08 Supplies and materials: 


Provisions 974, 638 | 


ars | 312, 000 

09 Equipment_._...- ehtitia | 25, 000 
Total obligations payable out of reimbursements from 

other accounts. rs 3, 967, 638 


Total obligations. See 593, 320, 934 


ALLOCATION TO RUREAU OF MINES, DEPARTMENT OF THE | 
INTERIOR 


Total number of permanent positions 
Average number of all employees 
Number of employees at end of year. 


Average salaries and grades: 
General schedule grades: | 
Average salary ia : Sage $6, 241 
Average grade____ Dee a : ae GS-5.0 


Personal services: 


Permanent positions. : ek caeNe $6, 241 


Payment above basic rates__-_- aie | 42 
Regular pay in excess of 52-week base nti ate 24 
Total personal services... - - ; — 6, 307 
Transportation of things---_-- 1 


400 


s, 261 


679 | 
133 | 
369 
696 | 
446 


079 
852 | 


077 
648 | 
286 
000 
», 233 
916 
5, 040 
, 218 


3. 829 


5, 000 


500 
000 
000 


$3, 709 
GS-5.0 


$7, 418 
53 
29 


7, 500 


195t 
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Obligations by objects—Continued 


1954 actual 


| 


Object classification | 1955 estimate | 1956 estimate 


ALLOCATION TO BUREAU OF MINES, DEPARTMENT OF THE 
INTERIOR—Continued 
04 Communication services. ............-.-- : 


$600 | $600 


(8 Supplies and materials... -- sian 


Total obligations 


Taxes and assessinmewts...........+-66s-. 


ALLOCATION TO THE DEPARTMENT OF THE ARMY 


Total number of permanent positions- - -- -- - 


\verage number of all employees “ 
Number of employees at end of year_ -- 


Average salaries and grades: 
Ungraded positions: Average salary 


rsonal services: Permanent positions. ..-__--- 


SUMMARY 


Summary of Personal Services 


| number of permanent positions 
ull-time equivalent of all other positions 
{yerage number of all employees. - 
Number of employees at end of year 


Average Salaries and grades: 
General schedule grades: 
Average salary. 
Average grade_._- ee 
Ungraded positions: Av erage salary 


Personal service obligations: 
Permanent positions. --....-- 
Positions other than permanent. 
Regular pay in excess of 52-week base 
Payment above basic rates 


Total personal service obligations 
Direct Obligations 


1 Personal services 

2 Travel 
Employee 
Beneficiary 

3 Transportation of things: 
Shipment of bodies 
Other 

4 Communication services 

5 Rents and utility services 

) Printing and reproduction 

" Other contractual services: 
Medical and dental fees 
Other 

8 Supplies and materials: 
Provisions 
Other 

ne 


5 Supplies and materials: 
Provisions 
Other 


Total obligations payable out of reimbursements from 


other accounts 


| 
$414, 561,150 | $420, 392, 077 


saaah 





589, 419, 678 


593, 387, 316 


115, 404 

3, 617 
117, 684 
128, 207 


20, 663, 651 
1, 626, 420 
8, 397, 923 


445, 249, 14 | 


| 
442, 593, 144 


233, 218 | 
2, 533, 738 


167, 069 
679, 529 

2, 270, 227 

9, 922, 649 | 
725, 909 


643, 306 | 
25, 876, 105 | 


48, 148, 579 | 
53, 870, 876 
7, 804, 480 | 
3, 875, 925 | 

14, 783 | 
1, 597, 751 | 


600, 957, 288 
11, 537, 610 


2, 656, 000 


974, 638 | 
312, 000 
25, 000 | 


| 
| 
| 
| 


3, 967, 638 


} 





10, 000 


18, 100 


$3, 250 


$65, 000 


116, 309 

4, 000 
119, 632 
130, 945 


$3, 471 
GS-3.5 
$3, 895 | 


| 


22, 759, 750 | 
1, 656, 568 | 
8, 632, 070 | 


453, 440, 465 


450, 615, 465 


268, 400 
2, 578, 261 | 


180, 679 

677, 133 

2, 373, 969 

10, 402, 696 
763, 446 | 


534, 079 | 
24, 594. 852 


49, 045, 077 

55, 010, 648 

5, 926, 286 

4, 150, 000 
16, 233 | 

1, 700, 916 


608, 838, 140 | 
11, 541, 218 | 
597, 296, 922 


2, 825, 000 | 
| 
1, 024, 500 | 
350, 000 | 
30, 000 


4, 229, 500 | 


601, 526, 422 | 


10, 000 


18, 100 


20 
20 
20 


$3, 250 


"$66, 000 


120, 823 

4, 237 
124, 210 
131, 187 


$3, 484 
GS-3.5 
$3, 899 


$442, 337, 932 
23, 704, 283 

1, 720, 753 

8, 989, 332 


476, 7 52, 300 


473, 867, 300 


246, 000 
2, 650, 100 


176, 300 
677, 600 

2, 402, 900 
10, 344, 200 
720, 200 


559, 500 
23, 788, 200 


48, 982, 000 
56, 638, 800 
6, 016, 900 
5, 569, 000 
15, 000 

1, 338, 900 


633, 992, 900 


12, 085, 500 


621, 904, 400 


2, 885, 000 
1, 050, 200 


358, 000 
32, 000 


4, 325, 200 


626, 229, 600 
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Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663, except allocation to Departm 
of the Army) 





| 1954 actual | 1955 estimate | 1956 estimate 





Obligated balance brought forward... ecieetdbaciaaaaan eal ain sah ainiaiginlell ag cals wae Ee $28, 999 yy 
Obligations incurred during the year -| $601,127,000 | 626,220 4m 


601, 127,000 | 
Adjustment in obligations of prior years. ..............-.....-|---..-....-.- een es ” 
Reimbursements-_-- rnin —7, 134, 500 | , 
Obligated balance carried forward. is —28, 992,500 | —31,7% 


Total expenditures Scccs| Bi 000, 000. | 613, 997. 


Expenditures are distributed as follows: | 
Out of current authorizations. _.___- aeteee ..| 565,000,000 | 588,753 
Out of prior authorizations_.._ _- i 24, 644 


Mr. Tuomas. Let us take a heal at your Nis item. Will you insert 
at this point in the record, Mr. Reporter—this deals with inpatient 
care—pages 8-1 and 8-2. 

(The material referred to is as follows :) 


Obligation summary by object 


Incre iS@ (+ 
or decrease 
(—) 1956 over 


Fiseal year Fiscal year 
1955, esti- 1956, esti- 
mated mated 


Fiscal year 


Obligations by object 1954, actual 


AVERAGE EMPLOYMENT 


VA employees ; 5, 716 6 122, 183 
Average salary. : SET ; $3, 7 $3, $3, 828 
Fringe benefits, Public Law 763--- : a‘ 7 ($51) 
Consultants-_-- is ——s i 78 981 


ORLIGATIONS 


Personal services es .| $445, 249, 144 | $453, , 46: $476, 752, 300 | +-$23, 311, &35 

Consultants_- es (8, 927, 025) 9, 022, | 000, 000) — (22, 281) 

Fringe benefits, Public Law 763 areas oe 5, 260, 400) + (6, 260, 40) 

Travel: 

Employee . 233, 218 268, 246, 000 — 22, 40 
Beneficiary - Néia mueene an kee 2, 533, 738 , 578, 26 650, 100 +71, 89 
Transportation of things: 
Shipment-‘of bodies..................... 167, 069 180, 676 176, 300 —4,3 
‘ Other : Sones weak 679, 529 677, 13: 677, 600 467 

Cor munications... - lia ices ates 2, 270, 227 , 373, 969 2, 402, 900 

Rents and utilities_ digtbciwalue ‘ 9, 922, 649 , 402, 696 , 344, 200 

Printing and re production... iene amas 725, 909 763, 446 720, 200 

Other contractual services: 

Medical and dental fees....-..-------- 643, 306 534, 079 559, 500 +25, 42 
All other = inactraiabihit 25, 876, 105 24, 594, 852 23, 788, 200 Rit, ( 
Contract, hospitalization._.......-- (18, 838, 002) 7, 570, 867) }, 326, 600) — (1, 244, 27 
Other (7, 038, 103) 5, 859, 385) }, 032, 100) + (172, 71 
E mployees’ insurance, Public Law 
598 qinnthcie oad Te as 164, 600) 429, 500) 

Supplies and materials: | : 
Provisions. __-- ‘ il i ee ge 49, 123, 217 50, 069, 577 50, 032, 200 —3i,3 
Other pcctaas arta Dhlale warts macalh 54, 182, 876 55, 360, 648 56, 996, 800 | +1, 636, 15 

Eauipment- - ; 7, 829, 480 5, 956, 286 5, 048, 900 +92, 

Crants._.... c Sa are oe 3, 875, 925 | 150, 000 5, 569, 000 l 

I efu ids, awards and indemnities 14, 783 16, 233 15, 000 

Tuaes and assessments. -.-..--- aaa 1, 597, 751 » 700, 916 338, 900 

Total gross obligations aad 604, 924, 926 , 067, 640 138, 318, 100 
Less Q. 8S. and L sachin —11, 537, 610 , 541, 218 2, 088, 500 
TUE Cebnl CRMMONEIONS. «onc ccccacaccckascds 593, 387, 316 01, 526, 422 }26, 229, 600 
Add: 
Transfer to outpatient care- 736, 251 747, 57 
Transfer to general operating expense i 1, 767, 036 ie 
Less: Transfer from general operating expense..| —1, 094,050 , 147, 000 


Subtotal 7 594, 796, 553 901, 127, 000 i 5, 229, 600 
Less reimbursements-.-- - ee —6, 807, 843 7, 134, 5 anf 229, 600 
Less recovery of obligations _____- . —8, 245 
Add: U nobligs ated balance, estims ated si avings +4, 850, 835 





Appropriation or estimate | 692,831, 300 593, 992, 500 619, 000, 000 
seieeiteennitnteacnemcemeainmmeian inmate inal eae ee 


despi 
facil 


It 
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list 1 
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M 
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that 
that 


only 
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Mi 
Mi 
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OBLIGATIONS BY MAJOR PROGRAM 


Tuomas. It shows for inpatient care for the fiscal year 1956, 
¢619 million, which is an increase of $25,007,500 over 1950, namely, 
$593, 99% 2500. 

As to your average employment, you have 122,183 employees for 
1956, which is an increase of 4,539 over 1955, that figure being 117,644. 

Mr. Puttites. Where did you get that last figure ¢ 

Dr. Wourorpb. Page 8-1. 

Mr. Tuomas. This is a good table on page 8-3. It shows the break- 
down here of your hospitals, $ $583,414,000, which is an increase of 
$24,664,141. Then your domic fins ies, $20,920,000 which is a decrease 
of $135,696, yet your justifications say this is one of the most going 
parts of your program. 

Mr. Hietry. It is a stable member load. 

Mr. Tuomas, Contract hospitalization shows a minus of $1,244,267, 
the total being, for the fiscal year 1956, $16,326,600. Let us take a look 
at these component parts here: 


The demand for hospitalization of eligible beneficiaries remains constantly 
high 


lam reading this from the justifications— 


despite the activation of new facilities and accelerated utilization of the existing 
facilities * * * , 


WAITING LIST FOR HOSPITALIZATION 


It shows the latest month here—this is for 1953—and then coming 
on down to December 1954, 13,791 NP’s. Is that your actual waiting 
list now ¢ 

Dr. Wotrorp. Yes, sir, as of that date. 

Mr. Tuomas. NP’s, 13,791; TB’s, 204; G. M. and S., 5,817; a total of 
19,812. But your footnote you add very quickly. Your footnote says 
that service-connected applicants constitute less than 1 percent and 
that these applicants are hospitalized generally in a matter of hours. 

Mr. Puitures. I think it should show that practically all the waiting 
list for service-connected veterans would be in the NP category. 

Mr. Tuomas. You don’t count it a waiting list when you say it is a 
matter of hours. A matter of hours is less than one day. 

Dr. Wororp. They are all nonservice connected. There might be 
lor 2 that were service connected. Maybe 1 or 2 on the waiting list 
might be service connected. These are all nonservice connected. The 
only way the service connected would be reported on the waiting 
list would be 1 that had applied within the last 24 hours. 

Mr. THomas. I am reading your note here. It says 1 percent, and 
that they are taken care of in a matter of hours for all practical pur- 
poses. You don’t have any service-connected waiting list. 

Mr. Putiures. Nothing is less than 1 percent. 

Mr. Yares. A half percent. 


‘ 
S 


AVERAGE DAILY PATIENT LOAD 


Mr. Tuomas. “The workloads shown within the estimates are 
planned annually”—I am reading your language—which “provides 
for the increase,” and soon. The workload figure i is 109,909 for aver- 
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age daily patients. In round figures, it is 110,000. You have be 
in the amount of 127,540. Your average number of beds is 121,47 
I don’t quite get the distinction between average bed and your tota| 
bed. You have a total number of 127,540 beds, and you have 
average of 121,487 and a bed occupancy of 110,000. Are those figuns 
correct ? 

Dr. Wotrorp. This 127,540 is the constructed beds as of June 3), 
1956. The 121,487 is the average to be in operation during fiscal year 
1956. 

ANTICIPATED NUMBER OF NEW BEDS IN FISCAL 1956 


Mr. THomas. How many new beds are going to be put into open- 
tion in the fiscal year 1956? 

Dr. Woxrorp. <A little over 3,000. 

Mr. THomas. A little over 3,000? 

Dr. Wotrorp. Yes, sir; new beds. 

Mr. Tuomas. Over and above what you are going to have in fiscal 
year 1955? 

Dr. Wotrorp. Yes, sir. 

Mr. Tuomas. When will those new beds come into occupancy? 

Dr. Wotrorp. I couldn’t give you the exact dates. They will cone 
in service at various times, beginning about July 1. 

Mr. Tuomas. You have 3,000 new beds over and above what you 
have now? 

Dr. Wotrorp. Yes, sir. A certain number will be in Sepulveda, and 
other hospitals, including Houston, Tex. oceu 

Mr. Tuomas. You will bring in 4,539 employees. If you don’t get M 
off high center, you will never get them built. ‘The construction crowd goin 
has wasted 2 years 18 months. They are going to let the bids, I under- J hos) 
stand, the 10th. and 

Dr. Wotrorp. These are some of the locations that will come i 
during 1956: Ann Arbor, Sepulveda, West Haven, Pittsburgh, New 
York, Salisbury, and Cincinnati. 

Mr. Tuomas. Three thousand beds? 

Dr. Wourorp. Yes, sir. 

Mr. Tuomas. You need 4,500 people to staff these new beds? 

Dr. Wo.trorp. We have a certain number of beds that are in oper: 
tion but are not filled. We are counting on a greater occupancy rate 
for 1956 than we had in 1955. 

Mr. Tuomas. You are going to have to raise that figure of 110,(il, 
aren’t you? 

Dr. Wotrorp. No, sir. That is the average daily patient—— 


OCCUPANCY RATE IN NP HOSPITALS 


Mr. Tuomas. I was looking over your charts, and I see you ha 
5 hospitals with an occupancy of 90 percent and the remainder 0 
them were below that. 

Mr. Puiurs. This is NP’s. 

Mr. Tuomas. I thought it was general. hosp 

Dr. Wotrorp. We have a lot of NP hospitals that are running {5% yo, 
percent occupancy. and 

Mr. Puituirs. Your NP’s bring up the average. 451: 

Mr. THomas. These are really good tables. 


1 
f 
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Dr. Wotrorp. We have it broken down by hospitals. 

Mr. THomas. What page is it on? Do you set them out by name? 

Dr. Wotrorp. It is page 8-35. 

Mr. Tuomas. There are 5 of them there that had an occupancy of 90. 

Mr. Putmuures. That is for NP’s? 

Dr. Woxrorp. Yes. 

Mr. THomas. Where is the G. M. and S.? 

Dr. Wotrorp. They are on page 8-54. 

Mr. Tuomas. These tables are wonderful. There is a lot of detail 
work in them. I take my hat off to my friends down here for doing 
this. Did I count them right? I am speaking of those with 90 
und above. I have them checked here. ow many hospitals do we 
have now ¢ 

Dr. Wotrorp. One hundred and seventy-three, sir. 

Mr. Tuomas. How many domiciliary homes, 17 ? 

Dr. Wourorp. Yes, sir. Three of them are separate domiciliaries 
with infirmary facilities only. 

Mr. Osrertac. Are you referring to general-medical ? 

Dr. Wotrorp. No, sir, 173 hospitals altogether. 

Mr. THomas. How much are you going to increase your bed occu- 
pancy in 1956 over 1955? 

Dr. Wotrorp. You mean, by hospital type or by each one of them 
listed at the top of the page? 

Mr. Tuomas. You tell us right quick. 

Dr. Wotrorp. The general-medical will come up from 84.9 to 89.5 
occupancy rate. 

Mr. Tuomas. You are going to activate 1,318 NP beds, and you are 
going to use 748 of the 1,818 increased number of beds in G. M. and 8. 
hospits ls for treatment of NP cases. So you are over by 1,818 G. M. 
and S. beds, and you are going to convert 748 of them; is that what it 
adds up to? 

Dr. Wotrorp. No, sir. NP units were built into the new G. M. and 
S. hospitals. 

Mr. Tuomas. Thus providing 2,066 additional beds for NP treat- 
ment in 1956 over 1955. Of the total increase in operating beds 
planned for the fiscal year, 66 percent of them are going to be for NP’s. 

The fringe benefit law I notice here will cost you $7,500,000 this 
year; is that right? 

Dr. Wotrorp. Yes, sir. 

Mr. Tuomas. That is for your medical program alone? 

Dr. Wotrorp. Yes, sir. 

Mr. Tomas. What does it cost throughout the agency? 

Dr. Wotrorp. I couldn’t give you that ‘figure. 

Mr. Tomas. That is about 75 or 80 percent of it? 

Dr. Wotrorp. It is more than that, actually. 

Mr. Tuomas. $10 million? 

Dr. Wotrorp. I think the VA controller has the figure. 

Mr. Tuomas. Here is an interesting little table at the bottom of 
page 8-15. It is employment by type “of hospital. It shows for NP 
hospitals in 1956 you have 38,540, plus 125 consultants. In your TB 
you have 9,763 employees and 42 consultants. In G. M. and S., 69,935, 
and 812 consultants. In the 3 hospitals you have an increase of 
13, 





1132 


OBLIGATIONS AND COST PER DAY BY TYPES OF HOSPITAL 


I looked through all these good charts. I was looking for one 
showing the bed cost per installation and I couldn’t find it. Is it 
in here? I am not saying it is not here because everything from soup 
to nuts is in here. 

Mr. Hictry. The construction ? 

Mr. THomas. Occupancy costs per installation. 

Mr. Puuuires. Cost per patient per day. 

Mr. Scuoren. We haven’t broken the budget down for each station, 
Is that the question ? 

Mr. Tuomas. Yes. 

Mr. Scuoen. No, sir. We haven’t broken out a program yet for 
every hospital. 

Dr. Wotrorp. Not for 1956 we haven’t. We are working on that 
now. 

Mr. Tuomas. What is it for 1955? Did you bring that chart you 
had last year? You had one last year, I remember, showing your bed 
cost per day per installation. 

Mr. Puiturs. Page 8-15 has the average but not by hospitals, which 
is very important. 

Mr. Tuomas. Have you got it in the consolidated table, what your 
bed costs per day for your three different types of hospitals would be! 

Mr. Scuoen. Yes, sir. It is right above that chart on page 8-15, 
sir. 
Mr. Tuomas. Let us insert all of page 8-15. 

(The material referred to is as follows:) 
VETERANS’ ADMINISTRATION HOSPITALS, $583,414,000 
The amount requested provides for expenses necessary for the maintenance 


and operation of Veterans’ Administration hospital facilities and for the care 
and treatment of eligible beneficiaries admitted therein as authorized by law. 
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_ Mr. THomas. The neuropsychiatric hospitals were $9.29 per day 

in 1954. 
Mr. Puiurs. I think Commander Bigelow may have what yo, 

want. Have you brought that up to date? . 

Mr_ Bigevow. Yes, sir. 

Mr. Tuomas. For 1956 it is $9.36. For tuberculosis in 1954 it was 
$16.16. For 1956 you have dropped it down to $15.973. G.M. ands. 
was $19.84. For 1956 it is $19.746. What are your two extreme 
figures for your hospitals? What is your highest and your lowest! 
Take first your G. M. and S. 

Mr Prius. Last year it ran from $10.66 to $38.23. 

Mr. THomas. Do you have the figure there? What is your lowest 
and what is the highest ? 

Mr. Bieetow. In the G. M. and S. hospital in 1953 it was $38.23, 

Mr. Tuomas. Where was the high located ? 

Mr. Yates. What year did you mention ? 

Mr. Bicerow. 1953. That was the report that was submitted to 
the committee last year by your special representative. 

Mr. THomas. What was the figure ? 

Mr. Puiuips. Last year Miles City was $38.23. 

Mr. Scuoen. Fort Thomas was the low. 

Mr. Tuomas. What was the high? Repeat it again. 

Mr. Bigelow. $38.23. 

Mr. Tuomas. Where was it located ? 

Mr. Bigetow. Miles City, Mont. 

Mr. Tuomas. How many beds are there at Miles City. 

Mr. Puiutpes. A 100-bed hospital; 50 percent occupied. 

Mr. Tuomas. What is your low cost ? 


Mr. Puiwurrs. That was Fort Thomas, Ky. That was $10.66. 


Mr. Tuomas. How many beds? 
Mr. Puiures. 395 beds, with an average daily load of 363. 


VETERANS’ RESEARCH HOSPITAL, CHICAGO, ILL. 


Mr. Tuomas. What about that beautiful hospital out at the Uni- 
versity of Chicago? What is your bed cost for that for 1955? 

Mr. Puitures. That wasn’t opened then, was it ? 

Mr. Tuomas. What was the bed cost? 

Mr. Bieetow. Around $21 now. 

Dr. Wotrorp. Per diem costs have come down considerably since 
actuation of the hospitals. 

Mr. Tuomas. How much is it now? 

Mr. BieeLow. $20 to $21. 

Mr. THomas. How many beds? 

Mr. Bigetow. 353 beds. 

Mr. Txoomas. I was there in November, and it was around $55 to 
$60, and they have got it down to $21? 

Dr. Wo.trorp. They have a lot of patients in there now. 

Mr. Scnoren. There were about 120 patients in November and they 
are up to 3 times that now. 

Dr. Wotrorp. We will have it running to full capacity in a few 
months. 
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Mr. Tuomas. Have you yotten it down? Are you sure about that? 

Mr. Scuoen. I don’t have the monthly tabulation on the cost with 

ne. 
: Mr. Tuomas. You have 3 floors below the ground and about 20 
stories above the ground, and out of the 24 stories only 7 of them are 
for beds, and the beds on the 7 floors are built in half the space on each 
floor, and the rest is taken up with laboratories and parlors. I doubt 
if there is as plush a hospital in America as that hospital. It is that 
type of installation that gets the veterans in bad. ‘They are embar- 
rassed. They don’t want to use it. When I was out there they were 
having a hard time getting the veterans to come out there. 

Dr. Wotrorp. It is similar to the Clinical Center at Bethesda, Md. 

Mr. Tuomas. You mean the Navy Hospital? That looks like a little 
framehouse compared to a big brick mansion beside this other one. 
Look at your records. I can’t imagine you have gotten that cost down 
to $21. The installation is not going to support any such figure as 
that. You have too much lost motion in there. 

Mr. Keusry. The overhead has been established, and as you get more 
patients in you bring down the cost per patient. 

Mr. THomas. The total expense out there is never going to let you 
get that expense down to any $20 or $21 a bed. I think it is a physical 
impossibility. You have a building of 24 floors, and beds only on 7 of 
them, and half of that space on those 7 floors is not devoted 

Mr. Yates. Maybe they place beds in the parlors. 

Mr. Putiures. Let’s ask a question, if we may, on the basis of your 
previous questioning. If that is a hospital devoted largely to research, 
how much of your research cost are you charging off to some other 
fund and not your patient load ? 

Dr. Woxrorp. Very little. We have not gotten into research there 
to any extent. We haven’t initiated any large research project there 
as yet. 

Mr. Scnorn. You have to have the patients in there to do the re- 
search. We were out there in October. It was practically empty. 

Mr. Tuomas. Are you satisfied that your figure of $21 is correct? 

Mr. Scuoen. No, sir. 

Mr. Tuomas. Can you take that table that you had in the record 
last year and bring it up to date? 

Mr. Prius. I think Commander Bigelow has it brought up to 
date. What date is it? 

Mr. Bigetrow. February 28 of this year. 

Mr. THomas. Have you more than one copy? 

Mr. Bieetow. Yes, sir. We took the data that was presented at 
the hearing last year and compared it with the per diem costs for the 
first 7 months of 1955. 

Mr. Yates. That is a research hospital. What kind of research is 
performed at the hospital ? 

Dr. Mippteton. It was built originally for cancer research. 

Mr. BieeLow. It was to be a tumor hospital. 

Mr. Tuomas. We had that in this committee. I remember it. No- 
body paid any particular attention to it. How much overrun did 
you have on it? I have a figure in my mind of $5 million on con- 
struction alone. What is your overrun on that hospital ? 

Dr. Woxrorp. I couldn’t give you that. 

Mr. Tuomas. Have the construction people got that figure? 
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Mr. Puttires. How much we originally expected and how much 
it actually cost. 

Mr. Yates. When was the hospital authorized ? 

Mr. Tuomas. That was part of the construction program. Has 
there been any variation to amount to anything, Commander, in this 
list ? 

Mr. Puriuirs. Yes; a great variation. 

Mr. Tuomas. Will you point it out right quick? 

Mr. Bicetow. Through better management, savings and economies, 
hospital per diem costs shifted from the high and low quartiles into 
the middle quartiles. 

Mr. Tuomas. They tell me you brought one of your best managers 
down for that Chicago hospital because he had a very low-cost opera- 
tion, that you moved him from New York out there to that headache. 

Dr. Wotrorp. You mean Dr. Fellows? He did a fine job for us. 
We are bringing him into the central office. 

Mr. Puitures. I don’t want to sound a sour note here, but one of 
the ways that you got that lower differential is to take off your first 
two very low costs; was it not? 

Mr. Biaetow. No, sir. 

Mr. Purcitrs. You took off Mountain Home and Fort Thomas! 

Mr. Bicetow. No. There are still 83 left out of the original 84. 

Mr. Putturs. They had $10.66 and $11.52. So you begin with 
Wadsworth, which was $14.44 last year, and you show now $14.98. 

Dr. Wotrorp. We had 84. 

Mr. THomas. Did you ever get the total cost on that hospital in 
Chicago? 

Mr. Garver. The estimated cost of construction—it is not finan- 
cially completed yet. There are items still unsettled. It is $13,100,- 
000 for construction. 

Mr. Tuomas. What was the original authorization ? 

Mr. Garver. I don’t have the original authorization. 

Mr. Tomas. Wasn’t there a considerable overrun there? 

Mr. Garver. Those were included in the third deficiency, fiscal 
year 1946. Almost all of them have doubled in cost since the time 
of the third deficiency. Many of these were estimated quite a few 
years before they got into—— 

Mr. Tuomas. What do you figure the total construction cost and 
the equinment to be for the building? 

Mr. Garver. The construction alone would be $13,168,000. That 
is our best estimate of what construction alone will cost. The initial 
portable equipment will be slightly under $1,800,000. 

Mr. Tuomas. Is that complete? 

Mr. Garver. That is complete. 

Mr. Tuomas. All your laboratories? 

Mr. Garver. That is the way it looks now. 

Mr. Tuomas. The figures we have here as to the total construction 
costs are $14,733,000, initial portable equipment $1,900,000, a total 
of $16,500,000 for the hospital. 


NP HOSPITALS 


Mr. Reporter, insert pages 8-19 and 20 in the record. How many 
NP hospitals do we have now ? 
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(The pages referred to are as follows :) 


Obligation Summary Object 


dn ‘ — , inspection 

' 

me . Increase (+) 
ee Fiscal year Fiscal year 

Obligations by object pa | 1955 esti- | 1956 esci- ey lecrease, 
ee mated mated 1955 ; 





AV ERACE EMPLOYMENT 


VA employees - - - -- 

Average salary 

Fringe benefits, Public Law 763. 
COMTI ans ogoccnceare oe 


ORLIC ATIONS 


Oi Personal cervioes.........<...65<.-.........| SS » 256 | $135, 364, 28 | $143, 695, |} +$8, 331, 672 
Consultants _- : 5 , 369, 539) (1, 497, 80% , 483, ¢ — (14, 503) 
Fringe bene fits, Public Law 763 i , 722, ¢ | + (1, 722, 500) 

Pravel: | 
Pimp 7ee. .....00.<..- peaeae deat 58, 15% 18, 616 53, — 5, 616 
Beneficiary _ 271, ¢ 297, 031 | 289, § —7, 531 

rransportation of things: | 
Shipment of bodies : 9, 216 29, 922 20, ! —9, 422 
Other_. ; 7 ‘ 56, 953 | 57, 5: 58, +479 
Communications. _- aeaa - | 544, 398 561, 6 +17, 202 
Riemitk ON CEN. dnc wicmcecicdiacatwapens 2, 5 32, 8 2, 765, ¢ 2 , 500 | +9, 200 
Motion-picture film eaehes 5 
Utility services (2, 119. O16) 2, 282, 3 2, 302, ) +-(19, 689) 
All other_.__. aiaece (96, 272) (91, (81, — (10, 489) 
Printing and reproduction... ihe aleesa 131, 731 37, 6 30, —7, 640 





OBLIGATIONS BY OBJECT 


Other contractual services: 
Medical and dental fees -- ‘ 231, 883 219, 655 235, 000 +15, 345 
Other-_- , 435, 487 | 1, 385, 311 1, 510, 600 +125, 289 
Employees’ insurance, Public Law 598 i si (363, 600) (451, 000) + (87, 400) 
Supplies and materials: | 
Provisions a ; 9, 172, 186 19, 781, 970 19, 248, 200 — 533, 770 
pil | ee eee eee : 3, 917, 322 13, 806, £97 14, 100, 300 +-293, 303 
Ee ee - 2, 290, 994) (2. 314, 799) (2, 454, 700) + (139, 901) 
Other. pees cates - , §26, 328) (11, 492,198)) (11, 645, 600) + (153, 402) 
09 Equipment- .- -.- , 902, 984 , 295, 761 1, 326, 700 | +30, 939 
13 Refunds, awé ards, and inde mnitie oo oe 4, 760 4. 500 — 260 
15 Taxes and assessments. --- -- ; 530, 157 | 535, 273 415, 900 118, 373 


Total gross obligations_..------- , , 837, 962 176, 394, 283 184, 534, 100 +8, 139, 817 
RI COT Ae BOs cedenG wns bamecnuckacaeees 3, 647, 447 —3, 709, 789 —4, 021, 100 —311, 311 


et tatel GmENG: 5.656005 cece nccsccesss 168, 190, 515 172, 684, 494 180, 513, 000 +7, 828, 506 


Dr. Woirorp. We will have 40 NP hospitals in 1956. 

Mr. THomas. How many beds? 

Dr. Woxtrorp. 55,832. 

Mr. Tuomas. 55,832. That is your total out of your 124,000% 
55.832 NP beds: tuberculosis beds, 9,188. That is no increase over last 
year. You have a 1,318 increase for NP, and you're going to convert 
754 of your 1,800 G. M. and 8. That gives you around 2,100 as an 
increase. What about your G. M. and S? You have 464? 

Dr. Woxrorp. 467. 

Mr. Tuomas. You are showing an increase of 1,818. Of that 1,818 
you are going to convert 780 of them into NP beds. 

Mr. Bicetow. Which will give us a total of 8,700 beds in G. M. and 
5. hospitals for NP patients. 

Mr. Tuomas. How much money will it cost you to convert those 
over and above what it would cost you to have built them or iginally ? 

Dr. Woxrorp. NP units are built into those hospitals. You are 
talking about converting the NP beds? 

Mr. Tuomas. Yes. 
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Dr. Worrorp. Those are built into these new hospitals. 

Mr. Tromas. Are yousure? Didn’t I read over here where you are 
going to convert them ? 

Dr. Worrorp. They are not being converted, Mr. Thomas. They 
were designed for NP patients. 

Mr. Tuomas. 1,318 additional beds in NP hospitals, and using 745 
of the 1,800 increased number of beds in G. M. and S. treatments. It is 
not a conversion job at all? Are you sure about that ? 

Dr. Wo.trorp. Yes, sir. 

Dr. Mippieron. It means they had more comprehensive general 
care. 

Dr. Wo.rorp. You spoke about Albany a while ago—— 

Mr. Tuomas. I note what you say here about your new hospitals: 

The architectural design of this type substantially increases the staffing re- 
quirements and, consequently, salary expense which is the major element of th 
per diem cost. To proceed with the intensive treatment program in these new 
hospitals will require expenditures at a minimum per diem rate of $15.12. 
What does a patient get for his money out of this new construction 
that he didn’t get before? Doctor, did you come up with the answer 
that he got better medical treatment? Isthat the answer ? 

Dr. Mippieron. I think that is the answer. 

Mr. Yates. Was there an answer to Mr. Thomas’ question ? 

Mr. Bieetow. That is 

Mr. Yates. I mean, the last question. 

Dr. Wotrorp. That is on page 8-22. 


VETERAN RESEARCH HOSPITAL 


Mr. Bicetow. At the VA Research Hospital in Chicago the per diem 
$25.80 for the first 6 months, and about $21 is planned for 1956. 
Mr. Puiiuirs. $21 is hope and the $25 is fact. 

Mr. Yates. How many patients do you have there? 

Mr. Scnorn. They only have 325 patients. If we operate at 460, 
the increase in costs would be for the nursing care and dietetic costs. 

Dr. Wotrorp. We have a need for this facility. 

Mr. Yates. I am interested to know who recommended it. 

Dr. Wotrorp. You mean, the research hospital ? 

Mr. Yares. The actual construction. How did it go through? 

Mr. Pritires. He said it went back to General Hines. 

Dr. Wotrorp. And General Bradley. 

Mr. Yares. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. How is that cost coming down ? 

Mr. Bicetow. The patient load. 

Mr. Yates. Do you apply the whole staff cost to these few beds! 

Mr. Bicretow. Yes, sir. 

Mr. Yates. All you have done is take the people who affiliated with 
the part of the hospital 

Mr. Bieerow. No. 

Mr. Scnoen. The per diem includes all the costs. 

Mr. Yates. The whioks faculty ? 

Mr. Bicetow. Yes. 

Mr. Tuomas. You take a building of that size, with the equipment 
that there is in it—your average cost per day throughout the country 
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is between $19 and $20—and if you staff and operate that hospital 
with any $25 per day per bed, I don’t know what kind of bookkeeping 
vou are using, but it is just commonsense to know you will not do it. 
" Mr. Putiures. I think Mr. Yates may have the answer. Do you get 
free service from the university, from doctors at the university that 
is not charged to it? 

Mr. Bicetow. No. 

Mr. Yates. Do you pay for it? 

Dr. Wotrorp. We have consultants and attendings. 

Mr. Yates. What are the total costs ? 

Mr. Scuoren. We use the same factors in computing the per diem 
costs in any hospital. The bed part of that hospital is very efficiently 
designed. The food service is in the center of the hospital. 

Mr. Tuomas. They have a kitchen for each floor. 

Mr. Scnorn. But in other hospitals we have similar things. 

Mr. Yares. This letter states the hospital was open for the receipt 
of patients in December 1953. What were your annual costs for that 
hospital as of December 1954? 

Mr. Scnoen. The December figure? This is the January figure we 
have there now. I gave you the January figure. The January figure 
is $25.80. 

Mr. Yates. He says it was $60 2 months before that. 

Mr. THomas. I am just taking your manager’s word for it. 

The new manager had been there 2 weeks and had not been over 
the hospital. We went over the hospital. He said, “I have been here 
2 weeks and I haven't set my foot on this floor or that floor.” We did 
it together. He had been there 2 weeks, and the poor man was about 
crazy trying to get the personnel lined up. I understand he is one 
of your finest managers. 

Dr. Wotrorp. He is. 

Mr. Yares. What is his name? 

Dr. Woxtrorp. Dr. Fellows. He was manager of the VA hospital 
in Albany, N. Y. Weare bringing him in to the central office on the 
dd of April. 

Mr. THomas. What are you going to do with him here? 

Dr. Wotrorp. He will be our Assistant Chief Medical Director for 
Planning. 

Mr. Hietry. To do for lots of hospitals what he has done right 
out there. 

Mr. THomas. You didn’t get him to do any planning on that. He 
can’t move all that concrete and mortar. 

Mr. Hietry. He did well with what he had. 

Mr. Tuomas. I want to see a budget breakdown on that $25 per 
diem cost. 

Mr. Scuoen. We have an extra copy of the cost report. 

Mr. THomas. Leave a copy and let us work it over. 

Mr. Scuoren. Yes, sir. 

Mr. Tuomas. Where did he get all the patients?) He must have 
been hustling them from the VA hospital across the street. 

Dr. Wotrorp. Frankly, Mr. Thomas, we had difficulty in the dis- 
tribution of patients in that area. 

Mr. Tuomas. Did he tear down the sign at the front door when he 
started? That said, “Research Center,” on it. One of the people 
leaving said, “They are not going to research on me.” 
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Dr. Wotrorp. A lot of it was educational. He did have a job of 
education there. 

Mr. Tuomas. The first thing I said to him was, “You better pull 
down your sign if you want to get some patients.” 

Mr. Hietry. That is cut in the stone? 

Mr. Tuomas. It isa painted sign. It is a wooden sign this size. 

Dr. Wotrorp. It is on the cornerstone, too. 

Mr. Tomas. Some of the consultants at the university didn’t want 
them to move it. 

Gentlemen, we can spend weeks and weeks here. Is this figure 
correct here of $8.90 per day per diem? This is your NP. I have; 
figure here computed at $8.90; is that right ? 

“Dr. Woxrorp. Yes, sir. It is the old- type NP hospital. 

Mr. Tromas. What is your domiciliary cost? Put your finger right 
on the page quic - vee me on your contract hospitals. 

Mr. Biertow. $3.34 is the domiciliary per diem cost. 
Dr. Wotrorp. C tr act hospitalization estimates starts on 8- 

















CONTRACT HOSPITALIZATION 





Mr. Tuomas. Will you put page 8-58 and 59 in the record at this 
point ? 
(The material referred to is as follows :) 


Obligation summary by object 










Object of expenditure: 
O7 Other contractual services: 
Fiscal year 1954, actual obligations_______________- 


$18, 838, 002 


Fiscal year 1955, estimated obligations__.__-_____-____- 17. 570, 867 
Fiscal year 1956, estimated obligations_______________ 16, 326, 600 


Decrease, TOC Ove? Wo... on ck wc okn hece cc 244, 267 





Provision is made for inpatient care in non-VA hospitals of an averave load 
of 4.575 eligible veterans of whom 1,435 will be hospitalized in other Federal 
hospitals: and 3,140 in civil, municipal, and State hospitals, of whom 1,516 will 
be in the Territories. The utilization of contract beds reflects the sharp decline 
which has been accomplished over the past several years. (Average contract 
hosnitalization loads: Fiscal ~ Bg actual, 6,494: fiseal vear 1954 actual 
5,4°3; fiseal year 1955 estimated, : fiscal vear 1956 estimated, 4,575.) 

Hospitalization of VA beneficis aries in other Federal hospitals is provided for 
either service-connected or non-service-connected condition to insure coverags 
in areas where there is a critical shortage of facilities. Estimated patient load 
is determined by the number of beds made available in these hospitals. Per diem 
rates in other Federal hospitals are established and/or approved by the Bureau 
of the Budget. 

Hosritalization of VA beneficiaries in non-Federal hospitals in the continental 
United States is restricted to male veterans requiring hospitalization for service 
connected conditions, female veterans in need of hospitalization for treatment 0 
either service or non-service-connected conditions, and those veterans requiring 
hospitalization to prevent interruption of training authorized under provisions of 
Public Law 16, 78th Congress. In the Territories and possessions of the 
United States, VA heneficiaries in need of hospitalization for either service or 
non-service-connected conditions may he hospitalized in non-Federal hospitals 
in accordance with existing laws and regulations. 

Non-Federal hospitals may be utilized for the care and treatment of the afore 
mentioned persons when suitable facilities are not feasibly available in VA 
hospitals, e. ¢., 

(a) When beds in VA hospitals are insufficient to meet the demand for 
hospitalization of certain types of patients, i. e., primarily those srffering 
from mental disorders or tuberculosis, or where Federal hospital facilities are 
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extremely limited or nonexistent. This situation prevails in heavily popu- 
lated areas as Well as in the Territories and possessions. 

(b) To provide hospitalization in medically emergent cases when immedi- 
ate transfer toa VA hospital would be hazardous. 

(ec) To provide hospitalization for female beneficiaries for whom appro- 
priate facilities are not available in Federal hospitals. 

The cost of hospitalization in non-Federal hospitals is established on the basis 
of per diem rates agreed upon under contracts between the Veterans’ Administra- 
tion and the various hospitals concerned. Additional charges for professional 
services such as surgeons’ fees, special-duty nursing care, anesthesia, and consul- 
{ations are made and are included in this estimate. Similarly, this estimate in- 
corporates unauthorized medical services within the indicated patient loads and 
fund requirements. This estimate is predicated upon the following considera- 
tion : 

(a) Though a downward trend is shown in fiscal year 1955 for NP contract 
beds, there will be increased requirements in fiscal year 1956. Further 
reductions cannot be anticipated during fiscal year 1956 inasmuch as VA 
hospitals will have absorbed NP patients from non-VA hospitals by transfer 
to the extent possible. The recognized acute shortage of suitable NP 
facilities within the VA hospital system as well as non-VA hospitals will 
continue to exist. In arriving at the projected load of 2,050 NP patients 
in non-Federal hospitals, consideration was given to the availability of 
additional beds by new construction and the location of VA NP hospitals in 
relation to the heaviest points of concentration of contract loads. 

(b) Requirements for TB contract beds will continue to decline. Sub- 
stantial numbers of veterans will continue to be discharged from contract 
TB beds or will be transferred to VA hospitals or will continue treatment 
onan outpatient basis. Also, new admissions to Veterans Administration TB 
beds will be accelerated due to availability of such beds as indicated by a 
progressive decline in the number of TB cases on waiting lists of VA 
hospitals. 

(c) There will be an overall decline in contract hospitalization of general 
medical and surgical cases. It is significant that the figure of 30 percent 
of the non-Federal general medical and surgical patient load hospitalized 
within the continental United States during fiscal year 1953 was reduced to 
18 percent in fiscal year 1954. Admission of general medical and surgical 
patients to non-Federal hospitals is now restricted in general to emergency 
cases, or to female patients for whom facilities are not available in VA 
hospitals. The bulk of general medical and surgical patients in non-Federal 
hospitals are, as indicated above, in the territories and possessions, and only 
a slight reduction at best can be anticipated due to the continued lack of 
VA or other Federal hospital facilities. 


Mr. Tomas. $16,326,600 on an average of 4,575 beds. It says: 


Provision is made for in-patient care in non-VA hospitals of an average load 
of 4.575 eligible veterans of whom 1,435 will be hospitalized in other Federal 
hospitals. 

You have one-third of that in Federal hospitals and two-thirds in city 
| and State hospitals; is that correct ? 

Dr. Wotrorp. Yes, sir. 

Mr. THomas. That one-third would be Army, Navy, and so forth? 
Dr. Wo.rorp. Yes, sir. 

» Mr. Toomas. What are you paying for the Army and Navy hos- 
| pitals? Are they G. M. and 8., NP, or TB? 

Dr. Wotrorp. Those are mostly G. M. and S., except those at Fort 
Worth. $17 is the reciprocal rate. 

Mr. Putiurps. Have we gone up again ? 

Dr. Wotrorp. It goes up 

Mr. Tuomas. I notice— 

Hospitalization for VA beneficiaries in other Federal hospitals is provided for 
either service connected or nonservice connected to insure coverage in areas 
Where there is a critical shortage of facilities. 


Where does an area of this kind exist ? 
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Patient load is determined by the number of beds made available in these hos. 
pitals. Per diem rates in other hospitals are established and/or approved by 
the Bureau of the Budget. 

I have four question marks after that. What do you mean by that! 

Dr. Wotrorp. That is a reciprocal rate, $17. 

Mr. Tuomas. Set by the Bureau of the Budget ? 

Dr. Wotrorp. Yes, sir. 

Mr. Tuomas. The figure is what ? 

Dr. Woxrorp. $17. 

Mr. Tuomas. Whereabouts are those areas where you have a critical 
shortage of beds? I notice in the Hoover report they suggested you 
not build any more G. M. and S. bed hospitals. 

Mr. Breetow. San Diego, Key West, Beaumont General in Texas, 
Philadelphia, San Juan, Puerto Rico, Alaska, Hawaii. 

Mr. Tuomas. Those are G. M. and S. beds? 

Dr. Wotrorp. Yes, sir. 

Mr. Tuomas. Are you meeting your needs here by contract with 
other Government hospitals, and State and county institutions? 

Dr. Wotrorp. Yes, sir. Weare down to around 4,000 patients now 
We will have to move up now because we have gotten out about all we 
can get out of the contract hospitals. 


RATIO OF SERVICE-CONNECTED HOSPITALIZATION 


Mr. THomas. What part of your patient load now in G. M. and 8S. 
NP, and tubercular hospitals are service connected and what part are 
nonservice connected ? 

Mr. Scnoen. That is shown in a table, 8-17. 

Mr. Tuomas, Can you tell us right quick ? 

Mr. Scuoen. For all VA hospitals the service connected is 40, 
989 

Mr. Tuomas. Give us the percentage. 

Mr. Putuirs. It is roughly 38 percent service and 62 percent non- 
serv ic e. 

Mr. Tuomas. Isthata good figure? 

Mr. Hicrry. It is close. 

Mr. Tuomas. What does the Hoover Commission Report say about 
that? Is that the figure they used? They use a figure of about 82 or 
83 percent nonservice and about 17 percent service. What is your 
average figure for all types of hospitals, service connected as against 
nonservice? What is the percentage ? 

Mr. Bicetow. 38-62 for all hospitals. 

Mr. THomas. 38 percent service connected and 62 nonservice ? 

Mr. Breetow. That is right. 

Dr. Wotrorp. We are talking about the service connected and non- 
service connected in the hospital on a specific day, remembering that 
there is a very high percentage of service-connected cases in NP and 
TRB, and not quite the percentage in general-medical. They are taking 
the full load over an annual period, that is, the admissions over an 
annual period. That is where they get their figures, which would 
agree with ours in that sense. 

“Mr. Yares. Are you saying that the Hoover Commission Report 1s 
accurate on its figures? 

Dr. Worrorp. That is ri ght. 
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Mr. Putures. Ifa million patients passed through the VA hospitals 
in a year, 130,000 of them will be service connected and 870,000 not 
service connected, because they will 

Mr. Yates. They agree with the figures. 

Mr. Putturps. There will be minor injuries or ailments, while any 
one day 

Mr. Tuomas. I think this report agrees with their statement. I will 
read this language : 

In 1954 the nonservice connected cases occupied on an average day 65,000 beds 
out of the 109,000 occupied beds in the Veterans’ Administration’s hospitals, 

That agrees with your statement ? 

Dr. Wo.rorp. Yes. 

Mr. Puuutes. In 1954, it was 65, it is estimated to be 66, and next 
year69. Thatisinteresting. These hospitals will be bringing them in 
and as we bring them in we will get a higher percentage of non-service 
connected. It isn’t large, but there is a slight increase, 65, 66, and 69. 

Mr. Tuomas. Those are interesting figures. That figure is showing 
an increase in service connected cases 4 

Mr. Scorn. It hasn’t changed materially. 

Mr. Tuomas. I thought it was a little on the increase. I thought it 
was 70-30. 

Dr. WotForp. It has gone down, percentagewise. 

Mr. THomas. Do you need all these contract hospital beds ? 

Dr. WotForp. Yes, sir. 

Mr. THomas. How do you do business with the Bureau of the 
Budget ? 

Dr. Wotrorp. You mean, about contract beds? 

Mr. Tuomas. Here is a hospital in Philadelphia. You contract at 
the beginning of the year for 100 beds? 

Dr. Woirorp. We deal with the Department of Defense on those 
Federal hospitals. 

Mr. Toomas. How do you deal with them? Do you make a con- 
tract at the beginning of the year for a certain number of beds? 

Dr. Wotrorp. We get an allocation of beds. There isn’t a contract. 
We pay for the actual patients hospitalized. 

Mr. THomas. Suppose they allocate you 100 beds for this month and 
you only use 50? 

Dr. Woirorp. We pay for 50 patients. 

Mr. Tuomas. You can’t beat that, can you ? 

Dr. Wotrorp. We shift allocations to meet needs. 

Mr, Putiures. You have a problem in some of these hospitals, in 
which a contract hospital will not take a chronic patient. What do 
you do in that case ? 

Mr. Tuomas. Yes. What do you do with them ? 

Dr. Wortrorp. The general-medical ? 

Mr. Prius. You put somebody else in the contract hospital ? 

Mr. Osrerrac. Are these excess hospital facilities of the military ? 

Mr. Tomas. They are bound to be excess or else they couldn’t get 
them. : 

Mr. OsrertaG. What is the picture? Is it a fact that the military 
has excess hospital facilities ? 

Dr. Wotrorp. I do not know, sir; however, we need the beds. 
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MAINTENANCE AND OPERATION OF DOMICILIARY FACILITIES 


STATE HOMES 


Mr. Tuomas. Let us look at the domiciliaries right quick. Will you 
place 8-76 in the record at this point ? 
(The material referred to is as follows :) 


Obligation summary by object 


Object of expenditure: 
11 Grants, subsidies, and contributions: 
Fiscal year 1954, actual $3, 875, 925 
Fiscal year 1955, estimated 4, 150, 000 
Fiscal year 1956, estimated 5, 569, 000 


Increase, 1956 over 1955 1, 149, 000 


In accordance with 24 United States Code 134, as amended, domiciliary care 
is furnished to eligible beneficiaries in State soldiers’ homes. Under this act, 
the Federal Government must reimburse States or Territories for domiciliary 
care provided members meeting the same criteria for admission as those required 
by the Veterans’ Administration. Funds required for fiscal years 1954 and 1955 
were predicated upon Public Law 8238, 81st Congress, which stipulated that pay- 
ment would be effected at a rate not to exceed $500 annually per capita, or one- 
half the cost of maintenance, whichever was less. However, funds requested for 
fiscal year 1956 are based upon actual annual costs computed under the provisions 
of Public Law 613, 88d Congress. This recently enacted legislation revises the 
previous rate of $500 annually to $700 annually per capita, or one-half the cost 
of maintenance, whichever is less. 

From fiscal year 1947, the average member load has shown a sustained upward 
swing, being influenced by (1) replacement programs at State homes undertaken 
to improve and enlarge existing bed capacities; (2) advancing age of World 
War I beneficiaries who have developed disabling infirmities; and (8) the acute 
shortage of beds in VA domiciliaries. 

Basic conditions influencing the upward trend in bed utilization will continue 
to prevail. The average patient load in State homes has been estimated at 8,700 
members for fiscal year 1956. This projection is based upon current bed-occu- 
pancy ratios and anticipated increases in the member load. 

Mr. Tuomas. It is $5,569,000 as against $4,150,000—an increase of 
$1,419,000. This is State homes. While we are on State homes, we 
might put that in. How many patients do you have on State homes! 

Mr. ScHoen. That is on page 77. 

Mr. Tuomas. That is on the increase? In 1947 you had 5,524 
members and it has increased to 8,700 estimated for 1956. 

We will insert pages 8-66, 8-67, and 8-68 in the record for your 
domiciliary care, $20,920,000. That is a continuation. It all goes in. 
There are 3,942 employees—the same number for 1955. Your justifi- 
‘ation indicates that that is an increase of the workload. Is this a 
steady occupancy ? 

Dr. Woxtrorp. Yes, sir. That is on the same basis as for 1955. 

(The material referred to is as follows:) 
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Obligation summary by object 


Increase 

Fiscal year | Fiscal year! (+) or de- 
1955, esti- 1956, esti- crease ( 

mated mated 1956 over 
1955 


Fiseal year 


Obligations by object 1954, actual 





Frit ie benefits, Public Law 763 
Cor sultants ’ sien wave 


OBLIGATIONS 


(| Personal services - zs ‘ . ;. .. $12, 867, 582 |$13, 322, 270 |$13, 322, 300 +30 
Consultants_- oe 3, O75) 16, 675 16, 700 1 (25) 
Fringe benefits, Public Law 763----- ; (102, 600)} + (102, 600) 
rravel: 

Employees... -...- cnet mnapinns 3. 373 3, 400 3, 400 eee 
Beneficiary sucheioiatia ¥, 510 20, 097 20, 100 +3 
ransportation of things: 
Shipment of bodies... i ates 2, 044 2. 497 2, 500 : 
Other- —— =a ¥, 663 10, 612 10, 600 —12 
Communications. .......-..-- abated ironies , 392 16, 373 46, 400 +27 
Rents and utilities _ -_- F aes 527 566, 046 499, 900 | —66, 146 
Motion-picture film ares : 8, 382) (107, 000) 107, 000) 
el, : (382, 873) (449, 829) (385, 700)} —(64, 129) 
All other Rn ad - ‘ ? ; , 272) 9, 217) (7, 200) — (2, 017) 
Printing and reproduce tion. ans sense 74 183 200 +17 
Other contractual services | 
Meiical and dental fees , 522 11,775 | 11, 000 | 
Other- F 327, 016 336, 302 334, 200 
(Employees’ insurance, Public Law 598) _- . (39, 000) (46, 100) 
Supplies and materials: 
Provisions- -.--- 5 aa cebiganes aural a! eae 4, 885, 596 4, 876, 100 
All other See : , 872, 571 2, 044, 193 1, 996, 100 
Gide. foo iliac 358, 134) (468, 338) (468, 300) | 
a icccces. 514, 437)| (1, 575,855)} (1, 527,800)) —(48, 
Equipment- - --- ee mee 22, 698 115, 096 115, 100 
13 Refunds, awards, and indemnities 284 300 300 
15 Taxes and assessments. -------- i 5, 544 48, 000 48, 000 i 
Total gross obligations. - --- .-----| 20, 654, 468 | 21, 412,740 | 21,286,200 | —126,5 
Less quarters, subsistence and lodging-----_-- 348, 611 —357, 044 —366, 200 | —9¥, 156 
Net total obligations. ............._--- 20, 305, 857 | 21,055, 696 | 20,920,000 | —135, 696 


The estimate provides for averages of 17,751 operating beds and 17,000 mem- 
ber load during fiscal year 1956. The $0.096 increase in the fiscal year 1955 
cost per member day over the fiscal year 1954 rate results solely from changes 
to cost reporting procedures and does not improve or expand the standard of 
domiciliary care. This increment represents costs formerly charged to the 
hospital programs which have been determined as proper charges to the domi- 
ciliary program in keeping with the desire to report costs in a manner consistent 
with performance budgeting and cost accounting concepts. 

The demand for domiciliary care is largely seasonal as review of application 
rates and waiting lists will reveal; therefore, the sharp increase during winter 
months for this type care is caused by the abnormal waiting lists that develop 
at domiciliaries geographically located in less severe climates. Monthly appli- 
cation receipts and waiting list numbers of eligible beneficiaries are as follows: 

| tats 
Eligible ee | Eligible 
| applicants | ipplicants 
| i. A pplics ations |not scheduled 
| 


received for admission 
at end of 


\ | Applications | not scheduled N 
fonth received | for admission Month 
at end of 
month month 


March 1954. 
April 1954 
M iy 1954_- 
; : June 1954 

nher 1953 2, 49: 32 July 1954 

nbder 1953 gs 2, 54: 82 August 1954 

y 1954 2, 5: { September 1954- 

lary 1954__- 2, 37! ,083 | October 1954 
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Mr. Tuomas. It shows the estimate provides an average of 17,75] 
operating beds, and 17,000 member load during the fiscal year. What 
is this, a 96-percent occupancy / 

Dr. Worrorp. Yes, sir. 

Mr. THomas. It says— 

Demand for domiciliary care is largely seasonal as a review of applicant rates 
and waiting lists will reveal. 

I don’t see too much of a variation here. You start out in July 1953 
and set out to October 1954, a period of about 14 or 15 months. There 
is not too much 

Dr. Wotrorp. The waiting list. 

Mr. Tuomas. It isshown on your waiting list. 


This small increment in cost formerly charged to the hospital programs has 
been determined as proper charges to the domiciliary in a desire to report costs. 


I have a question here. Is this reflected in a decrease in your hospital 
cost ¢ 

Mr. ScHoen. Yes, sir; it was adjusted out. They are all in one 
appropriation. 

Mr. Tuomas. Is this right here? You have 1 employee to every 4.4 
domiciliary beds. 

Mr. Puiuries. What are you reading it from, Mr. Chairman? 

Mr. Tuomas. Just my own figures; you give this language— 
Existence of a sizable waiting list, even at the lower points reached in the summer 
months is indicative of the increasing requirement for additional domiciliary 


facilities. During fiscal year 1954 the population of World War II veterans 
in VA domiciliaries increased from 9 to 12 percent. 


The biggest part of your patient load in your domiciliaries now are 


World War I veterans and a good many Spanish veterans; aren’t they 
Dr. Wotrorp. It is going up. 
Mr. Tuomas. You jump from 9 to 12 percent in 1 year? 
Dr. Wotrorp. Yes, sir. 


LOCATION OF DOMICILIARIES 


Mr. Tuomas. Where are these 17 domiciliary hospitals located! 
Let us put this table in the record, page 8-75. 





: Day ton, Ohio 


P Mountain ‘Home 
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(The material referred to is as follows :) 


Distribution of member load and beds by domiciliary 
| | 
| Average domiciliary member | Operating beds 

load | 

Fiscal Fiscal 
year year 

Increase Increase | 1955, 1956, 

Fiscal fiscal Fiscal Fiscal fiscal Fiscal percent | percent 
year | year1956| year year year 1956 year utilized | utilized 
1955 over fiscal; 1956 | 1955 ‘over fiscal 1956 

| year 1955 | | year 1955 





17, 000 | 

1, 350 | 
717 
818 

I x | Seeeaiee 294 

3 yw hite, Oreg 8 Eadewi dl 830 

: Clint m, lowa. ‘ ee 518 


Gi Radi biaaeeete = eankaaete 
xt Sprit gs, S. Dak_| 5s | 
; , Ul. 
® Kec ghtan, Va. | 
3 s Angeles, Cali 7 iach abikte ate 2, 888 | 

Mat tinsburg, W. a 7 ee 487 | 
| 
| 
1 





side 1, 690 | 
Temple, Tex_..-- 352 | 
| Thomasville, Ga_. Se rane 536 
Wadsworth, Kans..-| ¢ 96: SeKeonet 965 
Whipple, Ariz._..--.| | re, 142 | 

M ee 57 aan 1, 557 | 1, 66 


B Tern 





OTHER OBJECTS 


| Mr. Tomas. Let us take a look at your other objects. What do 
they figure out to? I thought I made a note on that. What are your 

' obligations for your other objects? 

_ Myr. Ketsey. It is 8-73. 

Mr. Tuomas. I have your medical fees underlined here, 312,400 
against 314,547 in 1955. That is a unit cost of what, 0.127 cent a day? 
| Your medical facilities are provided on a fee basis there in your dom- 
iciliaries, is that right ? 

Mr. Scooren. This is on 8-67 ? 

Mr. THomas. 8-73. 

Mr. ScHorn. On 8-67 there is money for medical and dental fees. 

Mr. Tuomas. You had it set out in your table here under “Other 
contractual services,” medical and dental fees, $312,400. 

Mr. Scuorn. I have a breakdown of that in detail. 

Mr. Tuomas. What are your medical fees, $10,522 for 1954, and 
S1L.775. It is $1,100 for 1956. Are your medical services by contract 
fees? 

Mr. Scooren. No, sir. 

a Tuomas. This is in addition to your regular medical staff 
inere ¢ 

Mr. Scnorn. That is right. On page 8-70 you will see there is a 
breakdown between the various medical services such as dental and 
professional care. That shows the amount we have distributed-— 
bi Mr. Tuomas. I have a figure of $3.273 per member day. What i 
» that cost ? 


Mr. ScHoren. That is the per diem cost, including all services. 
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Mr. Puruuies. That was 1954. 

Mr. Tuomas. There isa slight increase, $3,369. 

Mr. Puitures. Next year it is $3,340. 

Mr. Tuomas. Where is your total figure on your other objects 
here ? 

Mr. Bicetow. 8-67. 

Mr. THomas. You set that out on 8-73, but I don’t see it. 

Mr. ScHoen. It is $7,600,000. 

Mr. Tuomas. Where is that figure ? 

Mr. ScHoren. On page 8-67. I subtracted the cost of personal ser- 
vices, which is on page 8-66—— 

Mr. THomas. Why didn’t you total that all up here in this beautiful 
table on 8-73? 

Dr. Wotrorp. It is. 

Mr. Tuomas. Whereabouts? 

Mr. Scuoren. That was intended as a table to show the cost of these 
objects 

Mr. Tuomas. Can you put your finger on it? It is 8-67? 

Mr. Scnoen. Yes, sir. $7,600,000. I subtracted personal services, 
which is $13,322,000 from the total of $20,920,000, which is on the 
bottom of page 8-57. The difference is roughly $7,598,000. 

Mr. Tuomas. You don’t mean to say that those other objects are 
running 3314 of the salary cost, do you? 

Mr. ScHoren. Yes, sir. That includes food which is $4,800,000. 

Mr. Tuomas. Whereabouts is that? 

Mr. BigeLow. 8-67. 

Mr. Tuomas. I wish you had been kind enough to have added this. 
You subtracted 13 what? You subtracted 13.3 from 20.9, is that right! 
It is roughly 7.6. Your provision cost is $4.87 million against $4.818 
million. What does that figure per day? You have supplies and 
materials. That is your big item. What is this “All other,” $1.99 
million ? 

Mr. Scnoen. I have a table on that. 

Mr. Tuomas. Your fuel is $468,000. 

Mr. Scnoen. I have a table in detail. 

Mr. Tuomas. On supplies and materials you take at least $6 million 
of your $7 million, don’t you? 

Mr. Scuoren. Supplies and materials, yes, sir, of which $5 million 
roughly is provisions. 

Mr. Tuomas. What do your supplies and materials cost all together! 

Mr. Puirures. The last two are broken down. It is 686. 

Mr. Tuomas. Is that the total now for supplies and materials, 
$686 million? You only have $900,000 left for your other objects. 
Where do they go? 

Mr. ScHoENn. Contractual services, $334,000. 

Mr. Tuomas. Shipment of bodies, $2,500. What about your com- 
munications services at $46,400. Rents and utilities, $499.900: motion 
pictures, $107,000; utility services, $385,700; printing and reproduc- 
tion, $200. You said your other objects cost 7.6. I think I have 
already added 81% or 9. 

Mr. ScHoren. Some of these figures 

Mr. Brerrow. The 499 is the total. 


Mr. Tuomas. You mean, the whole provisions item here 1s 
$4.876.000 ? 
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Mr. Bieetow. Yes, sir. 

\r. Tuomas. What do you include under all others, $1,996,100 ¢ 

Mr. Hictey. The two right below that. 

Mr. ScHoENn. Medical and dental supplies, prosthetic supplies, books 
for libraries, recreation, religious supplies. 

Mr. Tuomas. What page is that ? 

Mr. Scuoen. I am reading here from the special table. 

Mr. Puitures. That is the breakdown of the $1.527 million. 

Mr. Scuoen. I have a table that I can insert in the record. If you 
wish me to read them off for 1956——— 

Mr. Putures. It is a rather large figure to put in, when you have 
broken everything else down to $200. 

Mr. Tuomas. Have you a narrative on it ? 

Mr. Scuoen. No; I don't have a narrative. 

Mr. Tuomas. Do you have a narrative on other contractual services? 

Mr. Scuoen. No, sir; we don't. We have a list of what is included. 

Mr. Tuomas. Medical fees and dental fees, contract burial. What 
do you mean by “all others”? 

Mr. Scnoen. Here it is. It is under 07, that item that you have, 
which is 334. We have for repairs to furniture and equipment, 
$34,000; laundry and towel service, where we provide contract laun- 
dry, $33,000; employees’ insurance is $64,000. That is one of those 
fringe benefits. 

Mr. Tuomas. I thought you included that in the round figure of 
$7,500,000 ? 

Mr. Scuoen. I am reading to add up to this total of $3,400,000. 

Mr. Tuomas. Is that secret or confidential or something? It is not 
in this book. 

Mr. Scorn. No, sir. We set the budget up and analyzed from the 
activity schedule rather than from the object. After listening yester- 
day the details were developed. We can insert them in the record if 
it is so desired. 

Mr. Tuomas. Thank you, gentlemen. We will see you tomorrow. 


WeEDNEsDAY, Marcu 2, 1955. 
CONSULTANTS 


Mr. Tuomas. The committee will please come to order. 

Yesterday we were discussing medical care generally. I note you 
use a figure of $9 million for 1956 against $9,022,281 for 1955 for 
consultants in your hospitals. 

How many consultants do you have generally? Do the y bear any 
relation to your research program or just what relationship do they 
bear to your entire medical program ? 

Dr. Worrorp. 982 in fiscal 1955, it was estimated, with practically 
the same number in 1956. They are used principally in our inp: itient 
treatment program. They are not engaged in research work. ‘They 
come in and perform some of the very intricate « operations and consult 
with our full-time men and residents. They are very valuable to us 
“— — al program. 

. Tomas. Do they do any lecturing? 


58616—55—pt. 223 
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Dr. Wotrorp. Yes; in making what we call their grand ward rounds. 
They visit wards with our physicians, discuss the cases, and give 
professional advice and instruction. 

Mr. Tuomas. Are they local doctors in the area where your hospi. 
tals are ? 

Dr. Wotrorp. Yes, sir. 

Mr. Tuomas. Do you have them in different fields ? 

Dr. Wotrorp. Yes, sir; we have them in the various specialties, 

Mr. Vursetu. Do you have a standardization of fees? 

Dr. Wotrorp. We pay consultants $50 a visit and the other physi- 
cians, who are men not of professional rank, we are attendings and 
treatment of individual patients. 

Dr. Middleton may want to add something to that. 

Mr. Tuomas. X hospital, depending upon its size, will have from 
5 to 15 consultants ? 

Dr. Wotrorp. It will depend on the caseload. 

Mr. Tuomas. How often do they come to the hospital ? 

Dr. Wotrorp. Consultants will usually come about once a week or 
sometimes not as often. The attending physicians will come more 
often. 

OUTPATIENT CARE 


Amounts available for appropriation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


| 1954 actual | 1955 estimate | 1956 estimat 


Appropriation or estimate $92, 677,900 | $82, 134, | $82, 089, 000 
Recovery of prior year obligations 3, 208 
Reimbursements from non-Federal sources | 3, 094 | 
Reimbursements from other accounts on 20, 218 


7, (OM 
193, OW 


Total available for obligation 92, 804, 420 | 32, 443, 82. IRD. (KK 
Unobligated balance, estimated savings ..--| —1, 884, 988 


Obligations incurred 90, 919, 432 
Comparative transfer from— | 
“General operating expenses, Veterans’ Administration’’__| 7, 647, 061 
‘Inpatient care, Veterans’ Administration’’ a8 ong 736, 251 747, § 


Total obligations _ _ - ; —eshbvepemtunccmance] SD, ORR 744 83, 488, 913 


Note.—Reimbursements from non-Federal sources are for medical services furnished under emerg« 
conditions to individuals not entitled to medical care (Public Law 428, approved June 24, 1954 


Obligations by activities 


Description | 1954 actual | 1955 estimate | 1956 estimat 


1. Operation of clinics $59, 394, 386 $56, 293, 722 
2. Outpatient care in hospitals 736, 251 747, 578 | 
3. Office services... -_-- ‘ 7, 647, 061 | 7, 492, 335 
4. Fee basis care: 
(a) Medical_- : ind = | 8, 542, 409 | 7, 755, 278 
(6) Dental. - ; paw 22, 982,637 | 11, 200, 000 


Total obligations--- -- ais ; : | 99,302,744 | 83, 488, 913 | 





. Or 
ore 


9. 000 


7, 000 
3, 00 


9 000 


4 000 
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Obligations by objects 


Object classification 


Total number of permanent itions 

Full-time equivalent of all other positions... --.-.-~--.-- 
Average number of all employees 

Number of employees at end of year 


Average salaries and grades: 

General schedule grades: 
PN , ee atuteignd Sceobaneuae 
Average gradé@--....---- 

Grades established by head 
A VOROEE SI eiecdcsnnscnnnddenencoances Te teaapae 
Average grade 

Ungraded positions: Average salary 


Personal services: 
Permanent positions 
Positions other than permanent 
Regular pay in excess of 52-week base 


POPTASTE BOGUS DEMS TOWNE anc ov occ ce cceccsecccccccs : 


Total personal services 

Travel: 

Employee ; 

DORN ohn Sh cirimt tance seamen dlaembedackeutmaca 
Transportation of things: 

Shipment of bodies 

Other_- 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services: 


IEOCEEIND Tee CRIN INoing ie onic cin awncccanccascoas 


Other 
Supplies and materials 
Equipment. -._-_.--- , 
Refunds, awards, and indemnities 
Taxes and assessments 


1954 actual 


10, 619 


822 | 


10, 632 
11, 232 


$3, 906 


GS-+4.4 


$1, 476 | 
a3 
$9, 104 


$44, 306, 511 | 


5, 814, 582 
186, 391 


109, 482 | 


50, 416, 966 


180, 766 


4, 637, 261 | 


5, 186 | 


51, 319 
901, 843 
164, 331 


88, 365 | 


1, 297, 223 
9, 805, 526 
183, 441 

2, 021 

57, 094 


99, 302, 744 


Analysis of expenditures 


31, 525, 046 | 


99, 316, 388 | 
13, 644 | 


1955 estimate 


9, 544 | 
741 | 

9, 954 

11, 073 


$3, 811 


GS-+4.2 


$1, 476 | 
&1 
$9, 407 
$41, 903, 150 
5, 293, 204 | 
175, 819 
174, 000 


47, 546, 173 
178, 000 
4, 543, 305 


5, 097 
46, 690 | 
846, 311 
140, 121 
94, 320 


19, 530, 278 





1, 154, 532 
9, 178, 240 
182, 098 | 

2, 025 
54, 337 | 


83, 501, 527 | 
12) 614 





83, 488, 913 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


Obligated balance brought forward. __ ._.---- a 
Obligations incurred during the year 


Adjustment in obligations of prior years 
Reimbursements__.....-__--- ‘ . 
Obligated balance carried to certified claims account 
Obligated balance carried forward 


CURE GI csi Sosa cb eada ce ; 


Expenditures are distributed as follows: 
Out of current authorizations 
Out of prior authorizations______- 


Mr. Tu 
through 9-5 in the record. 
(The summary follows :) 


1954 actual 


$90, 919, 432 
teens 

90, 919, 432 

—3, 208 

— 123, 312 


___| —11, 980, 903 


78, 812, 009 





78, 812, 009 


| 
1955 estimate 


$11, 980, 903 
82, 443, 000 | 


94, 423, 903 
—847, 903 
— 309, 000 


—11, 614, 000 


81, 653, 000 


71, 453, 000 
10, 200, 000 | 


1956 estimate 


9, 328 
733 
9, 731 


GS-+4.2 


$1, 476 
3.1 
$9, 480 


$41, 025, 945 
5, 224, 000 
172, 820 

111, 500 


46, 534, 265 


170, 000 
4, 335, 000 


4, 400 
44, 100 
846, 235 
140, 100 
90, 000 


19, 859, 000 
1, 055, 000 
9, 001, 750 

170, 000 

2, OOO 

50, 600 

82, 302, 450 
13, 450 


82, 289, 000 


1956 estimate 


$11, 614, 000 
82, 289, QUO 


98, 903, 000 
—830, 000 

— 200, 000 
—176, 000 
—11, 351, 000 


81, 346, 000 


71, 474, 000 
9, 872, 000 


omas. “Outpatient care” is next. We will insert pages 9-1 





OvuTPaTIENT Care, $82,089,000 


Obligation summary by object 
l 
| Fiscal year | Fiscal: year | (4) tee 
| Wicnal waar | Fiscal year | Fiscal year | (+-) or de. 
rae e562} l(088sl ream (_ 
Yost actual | octimated | estimated | 1956 over 
1955 


AVERAGE EMPLOYMENT 


VA employees = toes 3 10, 392 
Average salary Z $4, 716 
Fringe benefits, Public Law 763 : . 

Consultants , : 163 


OBJECT OF EXPENDITURE 


Personal services $50, 416, 966 $47, 546, 173 |$46, 534, 265 | —$1,011.908 
Medical consultants (1, 315, 856)| (1, 137, 461)! (1,041, 000)| — (96. 4 
Dental consultants (95, 955) (59, 883) (59, 000) | RX 
Fringe benefits, Public Law 763 (41, 500); +(41, 50 
Travel: 

Employee 180, 766 178, 000 , 000 

Beneficiary 4, 637, 261 . 543, 305 4, 335, 000 
Transportation of things: 

Shipment of bodies 5, 186 5, 097 4, 400 

All other 51,319 46, 690 . 100 
Communications 901, 843 846, 311 46, 235 
Rents and utilities 164, 331 140, 121 , 100 
Printing and reproduction 88, 365 94, 320 90, 000 
Other contractual services: 

Medical and dental fees 31, 525,046 | 19, 530, 278 9, 859, 000 

Medical fees (8, 542, 409)! (8, 330, 278) , 999, 000) 

Dental fees (22, 982, 637) (11, 200, 000) , 500, 000) 

Other 1, 297, 223 1, 154, 532 , 055, 000 

Employees insurance, Public Law 598 (120, 300) 3, 000) 
Supplies and materials ; 9, 805, 9,178,240 | 9, 001, 750 
Medical and dental supplies (6, 041, 402), (5, 634, 727)| (5, 276, 250) 
Prosthetic supplies (3, 275, 967)| (3, 092, 706)! (3, 300, 000) 
All other (488, 157) (450, 807) (425, 500) 
Equipment 7 183, 441 182, 098 170, 000 
Refunds, awards and indemnities 2, 021 2, 025 | 2, 000 | 
Taxes and assessments. -- 57, 094 54, 337 50, 600 


Total gross obligations. - ..| 99, 316, 388 | 83, 501, 527 | 82, 302, 450 
Less Q. S. and L___---- isan, —13, 644 —12,614 | 13,450 


Net total obligations. _- aon ee 99, 302, 744 | 83, 488,913 | 82,289,000 | —1, 199,913 
Less: 
Transfer from inpatient care appropriation... |—736, 251 —747, 578 
Transfer from general operating expense ap- | 
propriation__- teed : 7 ..---...|—7, 647, 061 298, 33: +998 335 


Subtotal. ___- Pen tate 90,919,482 82,443,000 | 82, 289, 000 — 154, 00 
Less reimbursements... __-- kth —123,312) —309, 000 —200,000 | +109,000 
Less recovery of obligations : 

Add unobligated balance, estimated savings____ 


Appropriation or estimate_.__...-_-_--- ..-e-| 92,677,900 | 82, 134,000 | 82, 089, 000 


Provision is made for the medical and dental care of veterans with service- 
connected disabilities on an outpatient basis. 

Through this program medical care is provided with greater economy to the 
Government and convenience to the veterans than the costly alternative of hos 
pitalization. It is conducted throuch the facilities of 71 clinics associated with 
VA regional offices and VA hospitals. 

Outpatient care is administered by each clinie primarily by two methods which 
are intended to provide care which is reasonably convenient for the veteran: 
(1) Outpatient care rendered in the clinie facilities of the Veterans’ Adminis- 
tration and (2) hometown care, in which the local medical profession in com- 
munities cooperates with the Veterans’ Administration to enable eligible vet 
erans in areas not convenient to the VA clinics to secure essential care in th 
hometowns. It is the policy of the Veterans’ Administration to require veterans 
to utilize the medical and dental services available in outpatient clinics. Treat- 
ment by fee basis physicians is authorized only when indicated by the veterans 
physical condition or when travel to the clinic would impose an unreasonable 
hardship on the veteran, or when the professional staffs of the clinic are nol 
adequate to provide the necessary care. 
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Outpatient services available for eligible veterans at the VA clinies or through 
VA sponsored hometown care consist of the following: (1) Medical treatment, 
including, Where necessary, mental hygiene and physical medicine rehabilitation 
therapy; (2) dental examination and treatment; (3) furnishing, fitting, and 
repairing of orthopedic appliances and sensory aids, and supplying of drugs 
and medicine to outpatients; (4) medical examination of claimants for com- 
pensation, pension, and to determine medical need for VA hospitalization or 
physical ability of disabled veterans to undergo training for vocational rehabili- 
tation; (5) social service, with particular emphasis on adjustment of neuropsy- 
chiatric and tubercular patients to the end that more costly initial or repeated 
hospitalization is avoided; (6) nursing service of a public-health nature, dur- 
ing convalescence from protracted service-connected illness. 

The following factors have been given consideration in this budget: 

(a) Integration of outpatient clinics with VA hospitals 

Prior to fiseal year 1955, 6 regional office outpatient clinics were integrated 
with VA hospitals. The integration of 12 additional regional office outpatient 
clinies with VA hospitals will be completed in fiscal year 1955, for a total of 18 
consolidated clinics. Although experience with a number of these integrations 
has demonstrated that substantial economies cannot be effected without re- 
ducing the quantity of service, there is a substantial gain in terms of quality of 
medical care. No additional integrations of regional office outpatient clinics 
with VA hospitals are planned for fiscal year 1956. 

(b) Outpatient costs to be transferred from inpatient-care appropriation 

The estimate provides for a comparative transfer of $747,578 and 125 man- 
vears from the inpatient-care appropriation for outpatient care performed at 
»4 VA hospitals which do not have formally designated outpatient clinics, but 
to which veterans with service-connected disabilities requiring care are referred 
hy designated outpatient clinics. In fiscal years 1954 and 1955 this activity was 
hudgeted in the inpatient-care appropriation but it is considered a proper charge 
to the outpatient-care appropriation. 

(c) Care of veterans with mental diseases 

The estimate provides for an increase of 63 man-years over the fiscal-year 
1955 levels for mental-hygiene clinics. This activity is an essential element of 
the total Veterans’ Administration program of care for eligible veterans af- 
flicted with mental disease. The mental-hygiene clinics are for only service- 
connected cases whose condition can be treated on an outpatient basis. These 
clinics contribute substantially to the patient’s ability to cope with his illness 
and to live a more useful life in his community. This, in turn, reduces the pos- 
sible need for the more costly hospital care. 


(]) Reduction in dental workload 

Effective December 81, 1954, the provisions of Public Law 428, 83d Congress, 
ill result in a major decline in the number of veterans eligible for dental 
treatment. In anticipation of this decline the budget estimate for fiscal year 
16 for VA outpatient dental clinics shows a reduction of 121 in the average 
employment from the fiscal year 1955 levels. It is estimated that the $11,500,000 
included for fee basis dental work in fiscal year 1956 will result in a pending 


hacklog in exeess of $2,250,000 as of June 30, 1956. 


(€) Increased numbers of compensation and pension examinations 

The anticipated increase in compensation and pension examination work- 
load within the funds available in fiscal year 1955 and requested in fiseal year 
1956 will result in a backlog of approximately 150,000 cases at the end of the 
latter fiscal year. 
(f) Replacement of passenger vehicles 

The purchase of 10 passenger vehicles at a total cost of $12,850 is considered 
essential to the outpatient care program in replacement of urgently needed 
‘vehicles Which are no longer economical to operate, 


Mr. Thomas. This summary shows that for fiscal year 1956 you 
have a budget estimate of $82,089,000 against $82,134,000 for 1955, 
a decrease of $45,000 for 1956. 

I notice you have 71 clinics. Are they attached to or associated 
With your regional offices and regional VA hospitals? 





Dr. Wotrorp. Yes, sir 

Mr. THomas (reading) : 

Outpatient care is administered by each clinic primarily by two methods 
which are intended to provide care which is reasonably convenient for the 
veteran— 

This is only for service-connected veterans, medical care and dental 
care. 

(1) Outpatient care rendered in the clinic facilities of the Veterans’ Admin. 
istration and (2) hometown care, in which the local medical profession jy 
communities cooperates with the Veterans’ Administration to enable eligible 
veterans in areas not convenient to the VA clinics to secure essential care jy 
their hometowns. It is the policy of the Veterans’ Administration to require 
veterans to utilize the medical and dental services available in outpatient clinics 
Treatment by fee basis physicians is authorized only when indicated by th 
veteran’s physical condition or when travel to the clinic causes an unreasonable 
hardship on him. 

Do you stay with that rule reasonably well? 

Dr. Worrorp. Yes, sir, we do whenever we are staffed adequately 
to carry out that policy. We may, for instance 

Mr. Tuomas. This paragraph is worthy of restatement: 

Outpatient services available for eligible veterans at the VA clinics or through 
VA sponsored hometown care consist of the following: (1) Medical treatment, 
including where necessary, mental hygiene and physical medicine rehabilita- 
tion therapy; (2) dental examination and treatment; (8) furnishing, fitting 
and repairing of orthopedic appliances and sensory aids, and penises of 
drugs and medicine to outpatients; (4) medical examination of claimants for 
compensation, pension, and to determine medical need for VA hospitalization 
or physical ability of disabled veterans to undergo training for vocational 
rehabilitation; (5) social service, with particular emphasis on adjustment of 
neuropsychiatric and tubercular patients to the end that more costly initial 
or repeated hospitalization is avoided; (6) nursing service of a public-health 
nature, during convalescence from protracted service-connected illness. 


That is one of your main functions? 
Dr. Wotrorp. Yes, sir. 


HOMETOWN MEDICAL AND DENTAL SERVICE 


Mr. Tromas. I saw a figure here. 7 part of this appropri 
tion is spent for hometown services? don’t believe I found that. 

Mr. Bicerow. It is shown at the ae of page 9-1. 

Mr. Tuomas. That figure doesn’t mean a thing so far as the break- 
down is concerned. 

Mr. Vursexu. I notice a considerable drop from 1955 under 1904 
and then carrying out in 1956 there is a light raise. 

What causes that big drop from 1954 to 1955 and then an increase 
for 1956? 

Dr. Wotrorp. That was a fluctuation in amounts for the dental 
fee basis, examination, and treatment. 

Mr. Osrerrac. Is it’a single, one-shot proposition ? 

Dr. Wotrorp. That is part of it; ; yes, sir. 

Mr. THomas. Can you give me that figure now? Your table 
doesn’t show it. What part of that amount is spent in the ae 
town-service category ? 

Mr. Bieetow. All of the $19,859,000, sir, divided into—— 

Mr. Tuomas. Where is that figure ? 

Mr. Biurtow. At the bottom of page 9-1. 
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Mr. Tuomas. All right. That is the gross amount. What part of 
it is spent in the hometown service ? 

Mr. Breetow. All of the entire $19 million. 

Mr. Tuomas. Oh, no. 

Mr. Biaetow. Yes, sir. 

Mr. Scuoren. These are authorized for treatment at the request of 

| physician. 

Mr. Tuomas. Do you have any fee payment at all then in the clinic 
itself? That is, ¢ harged to the clinic itself. 

Mr. Scuoen. No, sir; the services are performed by staff physicians 
and are paid under personal services which is at the top of 9-1. 

Mr. Tuomas. That clears it, then. All of this is the hometown serv- 
ice and not a penny of it is chargeable to the clinic service itself. 

Mr. Scuoen. That is right. 

Mr. Tuomas. That personal services comes under personal services 
charged, there is no fee rendered, no fee service rendered in the clinic 
itself. 

CONSULTANTS 

Mr. Scuoen. That is right. We have consultants in the clinics also. 

Mr. Tuomas. You anticipate me. That is $1,041,456, which is a 
decrease of $96,461. What is the breakdown on that ? 

Dr. Woxrorp. These consultants in the regional offices are used 
primarily to cover specialties we don’t have covered by staff men, for 
instance in orthopedics, eye, ear, nose, and throat and others, 

Mr. Tuomas. How do you break down that con: sultant’s fee, the 
basis, per diem or visit ? 

Dr. Wotrorp. They are paid the same as the other consultants. 

Mr. Troxas. How much is it? 

Dr. Wotrorp. You mean for the men in the office? 

Mr. Tuomas. The consultants. 

Dr. Wonrorp. $50 a day. 

Mr. Tuomas. Is it $50 per day or $50 a visit ? 

Dr. Wotrorp. A visit. 

Mr. Tomas. A visit can last 5 minutes or 5 hours. 

Dr. Worrorp. In the regional offices we get anywhere from 2 to 4 
hows from these men. 

Mr. Tomas. How many patients do they see? 

Dr. Wotrorp. I couldn’t give you the breakdown on that particu- 
larly, 

Mr. Tuomas. Out of your total obligation of $82 million, round 
figures, for fiscal year 1956 for your outpatient clinic I have $21 mil- 
lion out of your $82 million that goes for fee services medical bill 
alone. That does not include your other personal-service item. 

Dr. Wotrorp. That is right, sir. 

In other words, these medical consultants are paid a fee but they 
are not on what we call our fee-basis treatment outside the clinics. 
These are men that are covering specialties which we don’t have avail- 
able to our regional office or they are covering shortages in our staffs. 

Mr. Ostertac. Are they consultants? 

Dr. Wourorp. We call them consultants. We also have part-time 
Pliysicians in a number of clinics. 

Mr. Tomas. What is your workload now and what does it look like 

ior the future ? 
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Dr. Wotrorp. On page 9-1, sir, it is broken down into staff an) 
fee. 

Mr. Tromas. You have a table here and there is a lot of figures oy 
it. When I got through looking it over—frankly, I am going t 
admit I did not know any more about it than when I started. 


SUMMARY OF INDIVIDUALS RECEIVING OUTPATIENT MEDICAL SERVICES 


Is this figure down here at the bottom of 9-10 the accurate figure 
that in 1954 you had 118,371 visits, for 1955 119,000, and for 195 
it is 119,000? 

Dr. Worrorp. Yes, sir. 

Mr. Tromas. It looks like to me those figures are either estimated 
oT 

Dr. Wotrorp. This is outpatient beneficiaries being treated in tly 
hospitals. 

Mr. Tuomas. Where is that figure for-—— 

Dr. Wotrorp. This is beneficiaries who are authorized to go | 
VA hospitals to be examined on an outpatient basis. 

Mr. Triomas. That you see but send to the hospitals? 

Dr. Wotrorp. They go to the hospitals. 

Mr. Tuomas. They go there first ? 

Dr. Worrorp. Just like to the regional office. 

Mr. Tuomas. Do you send them ‘to the hospital ? 

Dr. Worrorp. If that happens to be closer; yes, sir; they will go 
to the hospital. 

Mr. Tuomas. This 119,000 figure, does that originate in the out- 
patient clinic? 

Dr. Wotrorp. It isa referral from the regional office to the hospital. 

Mr. THomas. You mean the hospital re ‘fers them to you? 

Dr. Worrorp. No, sir. The regional office refers them to the hos. 
pital. If it isan outpatient he is referred there because it happens to 
be a near location or it may be the type—— 

Mr. Tuomas. This figure of 119,000? Is that correct? 

Dr. Worrorp. Yes. 

Mr. Tuomas. I don’t see much change in the 3 fiscal years. You 
must have pulled those figures out of a hat. 

Dr. Worrorp. Page 9-9 gives us the estimated outpatient work 
load broken down into clinic staff and fee basis. The 1956 estimated 
workload is 2,083,000 visits for all purposes both staff and fee. That 
is at the head of ——— 

Mr. Tuomas. Is that your consultants ? 

Dr. Wo.rorp, No, sir, that is the estimated number of beneficiar! 
that actually visit the clinic. 

Mr. THomas. You are bound to have a table here showing you! 
workload where it is not conglomerated with your fees in yout 
hometown. | 

Dr. Worrorp. Take the column there of fiscal year 1956, you wil 
find 2,083,000 visits, and then we break it down. 

Mr. Tuomas. That is fees in your hometown ? 

Dr. Worrorp. Yes, sir; everything. Right under it is those treat 
by staff, 1,445,000. 

Mr. Tuomas. Now if you are reading this for my benefit you a 
going a little fast. That figure of 2.083 million, is the number of 
patients involved in it? That is what I am trying to find out. 
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Dr. Worrorp. That is the actual individuals that visited. 

Mr. THomas. That is the number that actually visited. Is this all 
in the hometown category ¢ 

Dr. Wotrorp. No, sir; this is the whole outpatient activity. 

Mr. Toomas. Staff and fee? 

Dr. WotForp. Yes. 

Mr. Tuomas. Total workload 2,083,000. 

Dr. Worrorp. Yes, sir. 

Mr. Tuomas. Against those figures there for 1955 and 1954. What 
part of that is back in the hometown ? 

Dr. Wo.LForb. 638,000 visits, shown on the third line. 

Mr. Tuomas. That fee refers purely to the hometown ? 

Mr. Wotrorp. That is right. 

Mr. Tuomas. Staff is 1,445,000? 

Dr. Wotrorp. That is right. 

Mr. Tuomas. How do you get the round figure of 638,000 in the 
hometown category for the 2 years? 

Dr. Wotrorp. That is an estimated figure. You will notice the 
1955 and 1956 both, that would be just about what the total will be 
as we see it. 

Mr. Toomas. What part of this total workload estimated at 2,083,- 
(00—that is visits ? 

Dr. Wotrorp. That is right. 

Mr. Tuomas. What part of that is new business and what part is old 
business, new patients and old patients? 

What I am trying to find out is something about the nature of the 
workloads. This “X” could be a World War II veteran, does he come 
in regularly every week? Do you ever get one of them cured? 

Dr. Wotrorp. Well, we hope we are getting some of them cured. 
New business is estimated at 446,100 visits and repeat visits at 
1,636,900, 

Mr. THomas. You are bound to have a history of the activities of 
this outpatient service here. 

Do you have anything that breaks it down as to World War I and 
Il? 

Dr. Wotrorp. Of the 446,100 new visits, it is estimated that World 
War II is 304,700; World War I, 66,900; Korean conflict, 71,800; and 
all others 2,700. 

Mr. Vurseuu. Is this service connected ? 

Dr. Wotrorp. All service connected; yes, sir. 

Mr. THomas. I notice you have a large travel item of about $751,000 
inthe Medical Administration program which is a reduction of $82,000 
against 1955 for employee travel and you have only set up $300, which 
is a $100 increase for beneficiary travel. Why all this travel of your 
own employees? Where are they going to? Their work is of a local 
nature. 

Dr. Worrorp. A certain percentage of that has to do with social 
workers traveling to supervise the trial visit cases. 

Mr. Tromas. What part of it is spent by your caseworkers? 

Dr. Wotrorp. We don’t have that available. 

Mr. Tuomas. Is that the big item? 

Dr. Wotrorp. Yes, sir; that is the large item. 

Mr. Tomas. How many of these employees do you have doing that 
type of social work ? 
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Dr. Wotrorp. That is on page 9-6, but not broken down. 

Mr. Tuomas. I do not remember seeing the figure. Can you put 
your finger on it? 

Dr. Woxrorp. The actual figure is 538. 


PROSTHETIC DEVICES 


Mr. 'T'Homas. I notice for prosthetic devices, $3,300,000, under “QOut- 
patient care,” and these devices are given to the veterans there, | 
presume. 

Dr. Wotrorp. Yes, sir. 

Mr. Tomas. Under your inpatient care you have a figure of $98). 
000 for prosthetic devices. You have another figure set up for admin. 
istrative expense of roughly $5 million. So this 1 item alone, even 
though it is in 3 or 4 different places, figures up in excess of $5 millio: 
for prosthetic devices and pr ances, 

Dr. Wotrorp. That is right. 

Mr. Tromas. What is the difference in the type given in the out. 
patient clinics and those in the hospitals? 

Dr. Wotrorp. There isn’t a ahdaranes in type. There is a differ. 
ence in the patient that is given the prosthetic appliance. A man may 
be admitted toa VA hospital and have a leg amputated. We furnish 
an artificial leg prior to discharge. ‘That would come under the hos. 
pital prosthetic appliance cost. 

If he is a man being treated on an outpatient basis—— 

Mr. Tuomas. Do they stock these? 

Dr. Woxtrorp. We get most of those through the regular orthopedic 
limb manufacturers. 

Mr. Trromas. Are they stocked in your warehouses ¢ 

Dr. Wo.trorp. No, sir; they have to be individually supplied. 

Mr. Tromas. What does a leg cost ? 

Dr. Worrorp. It varies, but two to three hundred dollars, I am told. 
It all depends on the type. 

Mr. THomas. Is there very much competition among manufacturers 
and sellers of these ? 

Dr. Woxtrorp. Very active; yes, sir. 

Mr. THomas. What do you mean by very active 4 

Dr. Worrorp. Of course there are all types. We order entirely o1 
a doctor’s prescription—what the doctor himself feels that individual 
should have. 

Mr. Tuomas. Were there not some complaints several years ago that 
there was more or less of a monopoly in this field and that the Gov- 
ernment was paying far too much for these appliances and devices! 

Dr. Wotrorp. That isn’t our experience, sir. From my conversatiol 
with Dr. Thorndyke and his group they feel they can do better with 
outside industry than they can with Government manufacture. 

Mr. Tuomas. What do you mean by that? 

Dr. Worrorp. They can get it cheaper. 

Mr. Tuomas. I didn’t give you the impression that I thought the 
Government ought to go into the business of manufacturing thes 
devices, I hope. If you want the price to go up 50 percent, ‘that is 
the best way to do it. 

Mr. Evins. A few years ago they had a demonstration here 0 
Capitol Hill of these devices, and the most modern devices were 
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termed “Cadillac” as compared with the older type known as the 

“model T Ford.” I think a man who has lost a leg fighting for our 
country should have a “Cadillac” device. 

Mr. Tuomas. Is there any competition within these industries or 
suppliers? How many do you have and how do you procure these 
things? Is it on bid or is it pure hased out of a cat: alog ¢ 

Dr. Worrorp. It is on competitive bid but based on the specifica- 
tions the physician prescribes for that particular individual, the func- 
tions they expect from that leg, and then they are bought through 
competitive bidding. | 

Mr. Tuomas. How long does it take to get delivery ? 

Dr. Wotrorp. Not too long. 

Mr. Scnoen. The most of the business we are doing now is repeat 
' business and they usually have two appliances. When a determina- 
' tion is made to replace or repair, delivery may take 2 or 3 months. 

Mr. Tuomas. Is it bought direct from the manufacturer, or is it 
through a jobber ? 

Mr. Scooren. Some places through competitive bidding, and they 
manufacture locally. 

am, Tuomas. How many manufacturers of these devises do you 

save that you buy from ? 

Dr. Wotrorp. There is active competition and bidding among some 

250 suppliers with whom VA contracts. 

Mr. Tuomas. In all types of these prosthetic devices, including 
hearing aids, 

Dr. Wotrorp. There is a larger selection in hearing aids. We are 
going into this transitor type now which is the more modern and 
more etfective. 

Mr. Osrertag. Are you doing any research in this field ? 

Dr. Wotrorp. Yes, sir. 

Mr. OsrertaG. Is that being carried on by the VA? 

Dr. Wortrorp. Yes, sir; we have been testing the clinical adequacy 
of this instrument. 

Mr. Toomas. You have $5,122,800 for research, which is an increase 
of $411,248 over 1955, that is charged to the general medical pro- 
cram. What research are you doing under your outpatient program ? 

Dr. Wotrorp. None at all. It is all covered under that one item. 
Mr. THomas. What kind of backlog do you have in your outpatient 
ehinie ¢ 

Dr. WotForp. That is dental only, none in the medical. 

Mr. THomas. I notice in your dental section you have a caseload 
turnover, 307,900 in 1954, 143,000 in 1955, and drops down to 117,000 
In 1956, 

Dr. Wotrorp. That is the result of new legislation and new 
regulations covering the onetime treatment. 
| Mr. THomas. What about your medical load? Are you current with 
that 4 


Dr. Woxtrorp. Yes, sir. 


PURCHASE OF EQUIPMENT 


Mr. Tuomas. How much are you spending on maintenance and op- 
eration of your repair centers in your three warehouses? I have a 
figure in mind of about $835,000. Is that correct / 
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Mr. Scnoen. The maintenance and reclamation service in the sup. 
ply depots, operates under the supply fund and I do not have the 
cost of operating that service. 

Mr. Tuomas. See if that figure of $835,000 is about correct. 

Mr. Scuoren. For fiscal year 1954, the operating costs were $512,000. 

Mr. Tomas. What I am getting up to now is, How much are yoy 
spending for equipment in your outpatient clinic as well as your i 
patient service? I think your figure is a little bit in excess of sj 
million under the heading of inpatient care. What is the figure for 
your outpatient care? 

Mr. Bieetow. $170,000 for 1956. 

Mr. THomas. Which one, outpatient? 

Mr. Bicetow. Yes, sir. 

Mr. Tuomas. I have a figure for equipment, $447,000 in medical 
administration, an increase ‘of $85,000 over last year. You have in 
excess of $6 million in inpatient care. That is $614 million, and ther 
you are spending half a million on your three w arehouses where you 
repair this equipment, paint your beds, and then you have a surgical 
department where they rework some of your surgical instruments. 

Then in your w arehouse it looks like to me you have a supply of at 
least 2 years in advance. So what I am getting at now is why this 
$7 million for equipment for 1956? 

Dr. Wotrorp. Equipment is on page 9-2. 

Mr. ScHoren. Starting with the 

Mr. THomas. It is on 7-1 under medical administration and mis- 
cellaneous expense, this equipment item here. That doesn’t take care 
of your inpatient care item. The inpatient care item is about $6 mil- 
lion, as well as I remember. 

I am trying to find out what it is for outpatient. 

Mr. Scuoen. Outpatient there is $170,000. 

Mr. Tuomas. Yes. 

Mr. Hietry. Outpatient. 

Mr. ToHomas. What is your total figure for equipment that you are 
going to buy this year m all of your classifications? You have an 
item under general medical administration of 447,000, you have one prog 
for a little better than 6 million in inpatient care and now you have one PBye d 
for ‘$170,000 in outpatient care and then probably chargeable to that [By ¢} 
item you have space in three of your warehouses where } you patch up 
this equipment at a cost of around $500,000. Then in your warehouse: 
you have enough furniture and equipment, it looks like to me, to last 
92 years. Some of it has been there 18 months. 

Mr. Scorn. The equipment in the supply warehouses must be pur- 
chased from appropriations. Tt is the capital of the supply revolving 
fund and when it is issued to a hospital we must pay for it from an 
appropriation. 

Mr. Tuomas. I understand. I am not talking about the mechanics. 
Tam talking about the dollars and cents. 

Mr. Scnorn. You referred to what was in the warehouse for years. 
T am not questioning the 2-year supply, but I am stating before— 

Mr. Tuomas. I know you are going to put this money in a revolving 
fund under warehouses, but why put it in there if the warehouses are 
full to the tune of about $7 million, or in excess of $7 million for this 
year / 
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Mr. Scuoen. Some of the equipment that is in the supply fund will 
be used for equipping new hospitals, for example, Dallas about 

$300,000; and for Sepulveda, about $350,000. 

Mr. Tuomas. What is your inventory in the warehouse now on 
equipment ¢ ? You gave us a good lecture day before yesterday that 
the hospitals are always 12 to 15 months late and if you didn’t buy 
this equipment 3 years in advance you wouldn't have it when they 
opened. Having it is the main thing. 

Now vou have it. What are vou gomg to spe nd S7 million for? 

Pei Woxrorp. For the inpatient care appropriation $6,048,900 is the 

nyment we must make to the supply fund during the fiscal year after 
the equipment is issued to the hospitals. 

Mr. Tuomas. You are just going to replenish your supply funds 
by $7 million. Why do you need to put it in there if you have all this 
material in the warehouse ? 

Mr. Scrnoen. We have in the supply depots, office and operating 
equipment, available for issue or held pending shipment, in the amount 
of $2.8 million. 

Mr. Thomas. Does that cover all your equipment in your three 
warehouses 4 

Mr. Scrorn, That is right. That is equipment available for issue 
or held pending shipment. 

Mr. Thomas. You are putting some limitations on what is in there 
by saving whi at is pending. 

Mr. Scroen. No, sir. In addition as of December 31, 1954, there 
are equipment commitments made for the equipping of new hospit: als 
i the approximate amount of $850,000. 

Mr. Vurseti. Do I understand that you keep inventory there? Is 
that inventory run down by supplying a hospital and then you call 
upon us for the amount of the depletion so that you can ke ep your 
inventory in the warehouse at about a stable figure. 

Mr. Scnoen. You are right, sir. The supply fund is similar to a 
storekeeper. We buy from this inventory and as we buy it the mven- 
tory is replenished. It gives them the flexibility to plan the supply 
program as We are now on n the accrual basis of ace ounting, which means 
we don’t charge the appropriation until the item is issued. Included 
in the supply fund are the inventories that are on each station. 


MAINTENANCE AND OPERATION OF Suppty Depots 


Amounts available for obligation 


Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663 


1954 actual | 1955 estimate] 1956 estimate 


tion orestimate____- - ; $1, 800, 000 $1, 654, 000 | 
{ prior yes ar obligations , 
nents from other accounts -.---- 10), 238 75, 000 90, 600 


$1, 578, 00€ 


a ‘ 
tal iailable for obligation. sancene 1, 900, 32 1, 729, 000 1, 668, 600 
ted balance, estimated savings____- : | — 205, 479 
zations incurred - 1, 694, 841 
e transfer from _ 
ins Administration - 


Total obligations 
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Obligations by activities 


Operation of supply depots: 
ies hiasisinek i dieses betel bial denicc phim satanic ties ony elie $1, 752, 34) 
1955 1, 775, 70 
a 668, 600 


Obligations by objects 


Object classification 1954 actual 


Total number of permanent positions 411 
Average number of all employees- --.----.--..----------------- 399 
Number of employees at end of year_.---.....--.------------ 384 | 


Average salaries and grades: 
General schedule grades: 
Average salary ---- Geaiaatms pais oan ie $3, 626 $3, 640 
Average grade. .-- se chotees ch GS-4.5 GS-+4.4 
Ungraded positions: Average salary- cai eee $3, 781 $3, 764 


Personal services: 
Permanent positions —— Ss $1, 487, 383 $1, 441, 630 
Regular pay in excess of 52-week base-_---- ---- 5, 721 5, 545 
Payment above basic rates---- oud 13, 401 10, 500 

Total personal services ; aa 1, 506, 505 1, 457, 675 

Travel : picidd od cavities annieen ete 2,173 4, 400 

Transportation of things Lites tet 489 517 

Communication services a ; ; none 14, 395 14, 312 

is SN Ge I iain iin vn oe hemieeevenetesecaccces 86, 612 93, 797 

Other contractual services. --. ge ahiien wer eneéeoEe es 52, 057 57, 869 

Supplies and materials_-_--- 65, 946 88, 230 

Equipment ‘ 16, 400 52, 200 

Refunds, awards, and inden u 340 100 

Taxes and assessments 7,424 6, 600 





Obligations incurred 1, 752, 341 1, 775, 700 1, 668, f 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 


Obligated balance brought forward__.-__- i i ee a 2 $40, G06 
Obligations incurred during the year | $1, 694, 841 | 1, 729, 000 | 

1, 694, 841 | 1, 769, 006 
Adjustment in obligations of prior years —82 —6, 606 
Reimbursements.-..-..-..--- ae stein pe uniaeiidhca Ret adasesocag Aca —100, 238 —75, 000 
Obligated balance carried to certified claims account 
Obligated balance carried forward 


Total expenditures , 554, 515 
Expenditures are distributed as follows: 
Out of current authorizations 554, 518 1, 585, 000 
CEIG OF OU GNE BUNT oii cic cnactecsomonsseqimcconsuss | 34, 000 | 








Mr. Tuomas. Let us look at the supply fund. 
(The summary follows :) 
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MAINTENANCE AND OPERATION OF Supply Depots, $1,578,000 


Camepion summary by object 


ss . . "i Se ~~) 
Fiseal vear Fiscal vear Fiscal vear Inc a z “ 
1954 1955 1956 sll: 


, crease 
actual estimated estimated 1956 over 1955 


AVERAGE EMPLOYMENT 


mplovees awdtcusmabewsane ; 5 392 
e salary ‘ $3, 7: $3,719 

e benefits, Public Law 763 

sultants..-- 


OBJECT OF EXPENDITURES 


rsonal services $1, 506, 505 $1,457,675 $1, 432, 800 —24, 875 
nge benefits, Public Law 763 : 13, 800) + (13. 800) 
el, employee : 2.173 , 400 2. 500 1, 900 

ransportation of things 489 517 600 +83 

mmunications.. 4 , 395 , 312 , 700 —1,612 
sand utilities }, 612 3,7 78, 400 —15, 397 
Utility services......_- 7 3, 416) 5, ) 38, 400) (—7, 120) 
Allot*er : ¥ 3, 196 , 277 (40, 000 (—8, 277 

her contractual services: 

All other : 52, 057 57, 869 55, 000 —2, 869 

Employees’ insurane e, Public Law 598 ‘ 3, 900) , 500 (+600) 
Ipplies and materials 5, 946 , 230 72, 200 —16, 030 

Fuel 17, 769 , 500) , 500) 

All other , 177) 39, 730) (53, 700) (—16, 030) 
‘quipment : , 400 52, 200 7, 900 — 44, 300 
tefunds, awards, and indemnities 340 100 100 
l'axes and assessr” ents , 424 », 600 , 400 —200 

tal gross obligations , 752, 341 5, 700 , , 600 107, 100 

Less: Transfer from general operating ex- 
penses ou 57, 500 - », 700 +-46, 700 
a 1, 694, 841 , 729, 000 5 600 —Hi0, 400 
: Rei bursements__. - ee? — 100, 238 5, 000 , 600 — 15, 600 
‘ss: Recovery of obligations —82 
\dd: Unobligated balance, estimated 
savings__- ius 205, 479 |. 
ropriation or estimate_. 1, 800, 000 1, 654, 000 


Provision is made for maintenance and operation of 3 supply depots located at 
Hines, Ill.; Somerville, N. J.; and Wilmington, Calif. It is one of the principal 
means of insuring economy and ready availability of supplies and equipment. 
Excluding items issued direct to beneficiaries, fuels and perishables, approxi- 
mately one-half of VA field station requirements can be centrally procured and 
distributed through the depot system more economically and efficiently than 
by any other means. The depots receive, inspect, warehouse, mark, pack, and 
ship supplies and equipment to meet replenishment and replacement require- 
nents of VA field stations. 

The supply depot program consists functionally of the following components: 
(a4) Depot administration, (0) depot storage, (c) depot stock control, and 
(d) depot utility (engineering). 


Mr. Tuomas. $1,578 3,000 for fiscal year 1956, which is a decrease of 
$76,000 over last year. That is purely maintenance and operation. 
That is not an inventory. You might give us the inventory in your 
5 hospitals, but before you do that I will read the narrative. 


lhe 3 supply depots are located at Hines, Ill.; Somerville, N. J.; and Wilming- 
ton, Calif. It is one of the principal means of insuring economy and ready 
availability of supplies and equipment. Excluding items issued direct to bene- 
liciaries, fuels and perishables, approximately one-half of VA field station re- 
quirements can be centrally procured and distributed through the depot system 
ore economically and efficiently than by any other means. The depots receive, 
iuspect, warehouse, mark, pack and ship supplies and equipment to meet the 
replenishment and replacement requirements of VA field stations. 

The supply depot program consists functionally of the following components : 
‘¢) Depot administration, (b) depot storage, (¢c) depot stock control, and 
(d) depot utility (engineering). 


Is this figure of $1,578,000 covering it all? 





Mr. Scuoen. Yes, sir. 
INVENTORY OF SUPPLY DEPOTS 


Mr. THomas. What is in your inventory now ? 

Mr. Baxer. As of June 30, 1954, the total inventory amounted to 
$34,.383.234.43. 

Mr. Tuomas. What is it last year? Is it holding its own? 

Mr. Baker. As of July 1, 1953, it was $41,859,923, a decrease of 
$7,476,689 in the 1954 fiscal year. 

Mr. Tuomas. $34 million for 1956? 

Mr. Baker. As of June 30, 1954. 


AVERAGE EMPLOYMENT BY ACTIVITY 


Mr. Tuomas. Insert page 10-4 at this point. 
(The table is as follows :) 


Comparative average employment—summary by activity 


Fiseal year Fiscal year Fiscal year | Increass 
1954 1955 1956 or ce 
Activity actual estimated estimated crease (— 
average em- averageem- average em- 1956 over 
ployment ployment ployment 


| 
Depot administrative operations - 19 49 46 | 
Depot storage operations 181 | 169 | 169 |_. 
Depot stock control operations x0 | 81 go | 
Depot utility operations 95 | 93 89 


392 384 


STATUS OF SUPPLY FUND 


Mr. THomas. Wasn’t there a revolving fund set up for this operation 
several years ago / 

Mr. Baker. Yes, sir. 

Mr. THomas. What is the status? 

Mr. Baxer. I gave the inventory figures. As of last June 30 they 
had cash on hand, $12,452,000. 

Mr. THomas. What was the amount of the revolving fund ? 

Mr. Baker. Slightly over $50 million at the inception of the fund— 
$54 million was the authorized capital. 

Mr. THomas. What was actually appropriated, around $50 million! 

Mr. Baxer. There was nothing appropriated. The legislation au- 
thorized us to capitalize the inventories on hand and on order which 
amounted to about $54 million at the time. 

Mr. Tuomas. What is the status of the fund today? Do you have 
any cash in there ? 

Mr. Baxr. These are figures at June 30, 1954. Cash on hand 
$12,452,000. 

Mr. Tomas. Against an inventory of $34 million. 

Mr. Baxer. That is right, sir. Accounts receivable, any payment 
due for goods delivered to stations and bills not yet paid, $6,793,000, 
advance payments on undelivered orders, $45,000, undelivered orders 
capitalized July 1, 1953, $424,000, inventories $34,383,000, total curren* 
assets in excess of $54 million. 
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There was a return to the Treasury during the 1954 fiscal year of 
<8 million, which represented excess cash to the needs of the revolving 
fund. 

Mr. Toomas. You don’t need $12 million in your revolving fund 
now. How much can you return ? 

_ Baker. It is probable that it could be three or four million, we 

e studying this possibility. 

Mr, Tuomas. You have a $34 million inventory. What is your 
rate of withdrawal out of your inventory / 

Mr. Kevsry. Mr. O'Neil testified the turnover was about once in 
7orS months. 

Mr. THomas. You can easily return to the Treasury half, if not 
two-thirds, of that $12 million. 

Why not do that ¢ 

Mr. Scnoen. The cash is divided among 70 regional oflices and 5 
other offices. 

All inventories are under the fund. We don’t obligate any money 
until deliveries are made to the using appropriation. Each station 
has to have a cash amount from which they can pay the vendor when 
the item is delivered and then they in turn have to wait until they 
are pud from the appropriations. So if you cut down the amount 
of cash that we have, then it hampers the purchasing program. 

Mr. THomas. You mean you are cutting down your inventories / 
Mr. Scnorn. We had a large amount of inventory and we cut i 
back, That. gave us a cash surplus and we turned back the $8 callin. 

Mr. Toomas. You have $12 million now. 

Mr. ScHorn The December statement shows that is now down to 
89.8 million. One of the basic problems we are having is to regulate 
the funds available at each of our stations so that our cash is balanced 
and we can carry on our business. 

Mr. THomas. You are speaking primarily of the medicine, aren't 
vou! 

Mr. Scnoen. No, sir. This total is for the whole fund. But some 
of the basic problems that we are having is that there isn’t enough 
cash in the station, some of the managers at a recent manager's con- 
ference discussed that problem of having enough cash there to carry 
out their supply program, and be able to pay their vendors in time. 

If we cut the cash down we have to hold up paying vendors and 
sometimes lose cash discounts. 

Mr. THomas. So there is nothing to be gained by returning it to 
the Treasury ; is that right? 

Mr. Scorn. I don’t think so. 


GRANTS TO THE REPUBLIC OF THE PHILIPPINES 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under see. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 


Approy riation or estimate __ $1, 731, 000 $1, 564, 000 $2, 629, 000 
nobligated balance brought forward ____- oe 9, 200, 000 6, 203, 801 703, 801 

Reappropriation of prior year balance_____.-__- a 769, 000 | 

_ . Total available for obligation — . 11, 700, 000 7, 767, | 3, 332, 801 

Unot gated balance carried forward....____- —6, 203, 801 —703, 801 | 

Unobligated balance, estimated gavings........ | —1, 001, 411 


Obligations incurred 4, 494, 788 7, 064, 000 3, 332, 801 
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CaTpehions bd activities 


Description 954 actu: 1955 estimate | 1956 estimate 
POPE LLNS EE | | 
1. Construction of equipping of hospitals - - - --_- ; as $2, 996, 199 $5, 500 000 
2. Medical care and treatment of veterans - cass ob emketd 1, 498, 589 | , 564, 000 | 


Obligations incurred___-_- z —— : B 4, 494, 788 | 7, 064, 000 
| 


Obligations by objects 
11 Grants, subsidies, and contributions: 
$4, 494, 788 
7, 064, 00 
3, oo 2. R0)) 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 





| 1954 actual | 1955 estimate}! 1956 estimat 


Obligations incurred during the year (total expenditures) - - -- $4, 494,788 | $7, O64, 000 | $3, 332 


Expenditures are distributed as follows: | 
Out of current authorizations. -- a : , 564, 000 | 
Out of prior authorizations cehemues 5 , 500, 000 “i 


Mr. Tuomas. Let’s take a look at “Grants to the Philippines.” Give 
us a quick rundown on that. 

(The summary follows:) 
Grants to the Republic of the Philippines, Veterans’ Administration, $2,629,000 


The funds requested under this title are for payment of grants-in-aid to the 
Republic of the Philippines as reimbursement for medical care and treatment fur- 
nished eligible veterans in the Philippines, in accordance with section 4 of Publi 
Law 865, SOth Congress, as amended. The 5-year program of reimbursement 
under the basic law would have expired on December 31, 1954, but for the passax 
of Public Law 421, 88d Congress, which extended the program for an additional 
5 years with gradually decreasing limitations on the amount authorized each 
year. 

Public Law 865, SOth Congress, also authorized grants to the Republic of the 
Philippines not to exceed $22,500,000 for construction and equipping of hospitals 
for those veterans with service-connected disabilities. Of the $9,400,000 appro- 
priated for the construction and equipping of a general medical and tuberculosis 
hospital in the Manila area, $3,196,199 had been expended through fiscal year 1954 
The proposed hospital was advertised for bids in November 1951. The lowest 
construction bid received exceeded funds available by $5 million and a supple- 
mental appropriation was requested. At the suggestion of the Appropriations 
Committee all bids were rejected and plans were reteset to reduce costs. Bids 
for construction were again advertised in February 1953 and opened in Jun 
Construction contracts were signed in August of 1953 which will accomplish the 
completion of the hospital with available funds. It is anticipated that patients 
will be admitted about Ocober 1, 1955. 

The average number of veterans hospitalized in contract hospitals during fiscal 
year 1954 was 707. Indications are the number will be only slightly higher du 
ing the current and budget fiscal years or approximately 750. Funds required 
for fiscal year 1956 will be used both for hospitalization in the new hospital and 
for some continued contract hospitalization. Jased on an average patient load 
of 750 the overall cost per patient per day for the year is $9.60. Included in this 
cost is advanced staffing prior to receipt of patients. 

There are no facilities for neuropsychiatric or leper patients (numbering about 
35) in the new hospital. Hence, these will continue to be cared for in Philippine 
Government hospitals on a contract basis. Although in July and August 199 
practically the full new hospital staff will be on duty to handle final stages of 
organizing and equipping the institution prior to admission of patients, eontract 
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funds will still be required until patients are moved to the new hospital on or 
about October 1, 1955. 

Mr. Tuomas. What is the total authorization, $22.5? Give us a 
rundown. This is purely a grant program to the Philippines, for 
what purpose? 

Mr. Baxer. The amount requested in 1956 is to pay the Philippine 
Government for medical care furnished to eligible veterans by local 
medical facilities in the Philippines. 

Mr. Tuomas. $2,629,000. What was your original authorization ? 

Mr. Baker. $3 million for the fiscal yeal 

Mr. Tuomas. $22.5 million. 

Mr. Baxer. $22.5 million included an amount for construction. 
This has nothing to do with construction. 

Mr. Tuomas. T'wo parts? 

Mr. Baxer. Yes, sir. 

Mr. Tuomas. Medical part and construction part ? 

Mr. Baxer. The original authorization was $3,285,000 a year for 
medical care only. 

Mr. Tuomas. For how many years? 

Mr. Baker. Five years. 

That legislation expired last December 31. However, Congress ex- 
tended that for another 5 years at a reducing rate per year for this 
particular type of care. The amount that we are requesting is well 
under the amount authorized by the legislation because they do not 
need the full amount of the authorization in the current budget year. 

Mr. Tuomas. What is the cost for patient load per day ? 

Mr. Baker. As I recall it—this is just memory—it runs around $9 
a day, $9.60. 

Mr. Tuomas. That is in privately owned ? 

Mr. Baker. Privately owned medical facilities in the Philippines; 
Yes, sir. 

Mr. Tuomas. You had better give us a little better justification for 
this item for the record. 

Mr. Baxer. Would you like a listening of patients? 


HOSPITAL CONSTRUCTION 


Mr. Thomas. You know what we want. You write it out and give 
us the dope. Tell us about the construction program. How about the 
hospitals ? 

Mr. Enear. The contract there is on the first phase, which will be 
completed about July of this year. Those contracts on the first phase 
total approximately $7,426, 738. 

Now in the second phase which is being developed now, some of those 
buildings are under contract, but there will be—any additional items 
that will be required to round out that hospital and the figures today 
show that that can be done without additional money. 

Mr. Trroomas. IT remember Congress authorized construction of : 
lospital in the Philippines not to exceed $22.5 million for setialtiegs 
tion and equipment for those veterans with service-connected dis- 
abilities. Limited to that, at least. Then bids were let on this hos- 
pital and what were those bids? 

Mn. Baxer. Total amount appropriated was $9,400,000 for that 
purpose. 


} 
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Mr. Tuomas. The VA came up with hospital plans—— 

Mr. Baker. Considerably in excess. 

Mr. Tromas. And they were thrown out, and so forth. 

How big a hospital are you building now? 

Mr. Enear. About 650 beds, I believe, sir. 

Mr. Tuomas. What is the cost going to be? 

Mr. Epear. $9,400,000 for the construction, equipment, and techni- 
cal services. 

Mr. Tuomas. Is it about completed ? 

Mr. Epcar. About 80 percent of the first phase which will make an 
operable hospital. 

This was broken down in two phases to stay within the funds. The 
first phase—— 

Mr. Tuomas. What is the total limitation / 

Mr. Baker. $9,400,000. 

Mr. Tuomas. Are you going to build more than one hospital out 
of it? 

Mr. Enear. No,sir. The two phases—that was done for the reason 
that as you stated—the first bid on the hospital was tremendous and 
they brought the plans over and they were worked over and to be on 
the safe side they broke it down into two phases—that which they could 
operate as a hospital and then when they were far enough along to our 
satisfaction—due to the distance and the supervision and so forth of 
the project, and other elements—a second phase to help round out 
the hospital. 

The first phase was to be an operable hospital. Then as they 
progressed when it looked like the finances and contractors were go- 
ing to stay liquid we planned to approve the other phase which we 
are doing today, sir. In the second phase is the laundry building, the 
resident’s dormitory, and so forth. 

Mr. Tuomas. The $9 million has been appropriated and that is 
your top money and you are going to stay within that money ? 

Mr. Enear. Yes, sir. 

Mr. Tuomas. And going right up to the last dime of it. 

Mr. Enear. The last dime—I can’t say until the bids come in on the 
next. nine items. 

Mr. Tuomas. Ancillary buildings? 

Mr. Encar. Yes. Animal house, female attendants’ quarters, resi- 
dents’ dormitory, NP building of 50 beds, laundry, directors, and staff 
quarters, and so forth. 

Mr. Tuomas. What kind of animal building? 

Mr. Evear. To house animals used in connection with the hospital 
medical program. 

Dr. Wotrorp. Guinea pigs, rabbits, and small animals. 

Mr. Tnomas. You had better give us some information on the num- 
ber of patients, whether you have a waiting list, something about 
costs, and break down the figures of $2,069,000 for the last 6 years 
and tell us how it has been operating. 

Mr. Monk. Would you like to know how much was spent in the 
last 3 years? $1,309,056, for fiscal year 1952; $2,169,663, 1953; 
$1,498,589, 1954. 

Mr. THomas. How many more years has this program got to go? 

Mr. Monx. It has 5 more years. 

Mr. 'THomas. Extended for another 5-year period last year. 
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Mr. Baker. Starting January 1 this year it has another 5 years, 
Mr. Chairman. 

Mr. Monk. Here is a picture, Mr. Chairman, of the hospital as it 
looks today. 

(The information requested is as follows :) 


Grants to the Republic of the Philippines—medical care and treatment of veterans 


——<<$—$—___——_ 


Average 

number of 
Average patients for 
daily cost | which reim- 

bursement 


Reimburse- 
Fiscal year— ment during 
year 





1951 ne ehateewy ; : $165, 575 
1952 iuietabitiihadedtdaawietth kmail aaa . 1, 309, 056 
1952 ‘oat 2 2, 169, 663 
198 para aetna atl “ sali Coeds te — 1, 408, 589 
1955 2, 284, 000 
195¢ 2, 629, 000 


| Figures in this column are less than veterans actually hospitalized. This illustrates increasing lag in 
presentation of bills for reimbursement. 

? Estimated. 

3 New hospital budget included along with cost of advanced statling prior to admission of patients. 


Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. Tuomas. This record is incomplete on 2 or 3 items, one on 
the benefits, and I believe the Administrator wanted to give some addi- 
tional information in his statement and also under the Assistant Ad- 
ministrator’s office for construction. Let’s try to finish up now. 


PURCHASE OF AUTOMOBILES 


Before we go back to those items, let’s look at your automobile needs. 
What is your automobile picture for 1956 compared to 1955 and 
1954? 

Mr. Baker. For 1956 our budget includes provision for 137 motor 
vehic 7 to be purchased at a gross cost of $303,300. Those will re- 
place 135 old vehicles. 

Mr. TaHomas. How many new ones? 

Mr. Baxer. One hundred and thirty-seven. 

Mr. Tuomas. One hundred and thirty- -seven at a cost of $303,300. 

Mr. Baker. Gross cost less estimated « — ance on the old ones 
to be turned in of $22,415 or net cost $280,8 

Mr. Tuomas. You will trade in 135? 

Mr. Baxer. That is right. 

Mr. Tuomas. How many old vehicles in operation will that give 
you? 

Mr. Baker. Seven hundred and ninety still to be used. 

Mr. Tomas. Plus 137 new ones? 

Mr. Baxer. That is right. 

Mr. Tuomas. Total of how many ? 

Mr. Baxer. Nine hundred and twenty-seven. 

Mr. Tuomas. What is it going to cost you to operate those vehicles 
for the fiscal year 1956? Does each have a chauffeur ? 

Mr. Baxer. Not as such, sir. 

Mr. Hicgtry. Men have that duty in addition to other duties if 
they are needed. , 
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ASSISTANT DEPUTY ADMINISTRATOR FOR LOAN GUARANTY 


Mr. Tuomas. Let’s go back to the Department of Benefits here, 

We were asking for detailed information under the loan guaranty 
section. Giveusa blanket answer. I want to know if the one-quarter 
of 1 percent is figured in the component part of FHA, et cetera, how 
many properties you have on hand, breakdown of your properties 
between business properties and homes. What are the prospects for 
1956 in new starts, whether your rate of foreclosures is increasing 01 
decreasing or static, something generally in the economic field. 

The outside liability to date I believe is $12.5 billion on all types of 
loans; is that right? 

Mr. Sweeney. $14 billion. 

Mr. Tuomas. Did we use the figure of $12.5 yesterday ? 

Mr. Sweeney. Yes, when submitted. 

That has been reduced by the payment in full on loans whic! 
amounts to roughly $2.5 billion. I would say that has been reduced 
by about a billion and a quarter, contingent liabilities. 

Mr. Tuomas. You mean they are acquiring that much equity / 

Mr. Sweeney. The actual loans have been paid in full. Amortiza- 
tionwise—— 

Mr. Tuomas. You mean business loans ? 

Mr. Sweeney. Total loans. 

Mr. Tuomas. How do you get that figure reduced, your outside 
liability of $14.6 billion? What is the mechanics of getting it re- 
duced? One is repayment of business loans and the other is acquiring 
equity in the mortgage. 


PERCENTAGE OF LOANS PAID OFF BEFORE MATURITY 


Mr. Sweeney. Also loans have been paid off in full and total guar- 
anty is extinguished. 

Mr. Tuomas. They tell me that is a common practice after 5 years 
in VA and FHA. What percentage of them pay off before maturity! 

Mr. Sweeney. To date on home loans 16.5 ye ent of the original 
home loans have been paid in full and total loans, 20 percent have bee 
paid in full. On business loans, 68.4 percent of the loans have been 
paid in full and in farm loans 57.5 percent. 

Mr. Tuomas. What period of time before maturity? Somebod) 
said it was an average 20-year home loan, I didn’t get the percentage 
correctly, at least it did not stick in my mind, either 10, 12, or 15 or 18 
percent paid them off completely within 5 years 

Mr. Sweeney. Ordinarily on a conventional amortized mortgage | 
has been the experience that for about 8 to 9 years the loan stays o! 
the books. In our case on the paid-in-full loans I would say that the 
average maturity would be about 314 years to 31%. 

Mr. Tuomas. What is that figure again? 

Mr. Sweeney. In the eeneral mortgage loan business an amortize 
mortgage is on the books for an aver age of about 8 to 9 vears 

Mr. Tuomas. What are yours / 
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Mr. Sweeney. In the case of our paid-in-full loans, the average 
maturity is about 314 to 314 years. In other words, in the life of the 
program the av erage payout would be about 314 years on paid-in-full 
loans. 

Mr. Tuomas. Let’s put it like this: Are the majority of your loans 
9()- or 25-year paper ¢ 

Mr. Sweeney. The average is about 21 years now. 

Mr. Tuomas. What percentage of those loans are paid off after 5 
years or after 10 years or any specific time that you have any informa- 
tionon? It ismy understanding that at least 15 to 18 percent of these 
loans don’t run the regular per iod of 20 or 25 years. They are paid off 
in full before that time. 

Mr. Sweengy. That is true. Our experience to date is that 16 
percent of the home loans made to date have been paid in full. 

Mr. Tuomas. Is that a pretty good figure / 

Mr. Sweeney. It astounds us a bit. 

Mr. Yares. Paid in full prior to maturity 4 

Mr. SwEENEY. Yes, sir. 

Mr. Tuomas. Is there a penalty attached for paying off in advance ? 

Mr. SwEENEY. No penalty for prepayment either in installments or 
principal. 

Mr. Tuomas. Mortgagees holding FHA paper will require a pre- 
mium of one-half to three- -quarters or maybe 1 percent. 

Mr. Sweenry. We have a provision in our regulation that the vet- 
eran has a right to prepay his loan at any time without penalty. 

Mr. Tuomas. That is not true in FHA paper. What is the penalty 
on prepayment on FHA % 

Mr. SwEENEY. 1 percent unless the lender wants to waive. 

Mr. Evins. Your percentage of losses has been rather negligible, i 
that right ? 

Mr. Sweeney. In connection with the number of claims paid which 
ultimately go to foreclosure our experience on home loans is 0.5, 0.6, 
, little better than half a percent. In our farm loans it has been about 

+ percent, business loans about 5.6, and as to the total loans guaranteed, 
it is about 0.8, or eight-tenths of 1 percent. 

Mr. Tuomas. How many properties do you have on hand now? 


NUMBER OF PROPERTIES ON HAND 


Mr. Sweeney. About 1,800 available for sale. 

Mr. Tuomas. How long have you had them on hand? 

Mr. Sweeney. Well, I haven’t seen any age analysis, but I imagine 
the average holdings in some type of property would be about 9 months. 

Mr. Trromas. 1,800. How does that break itself down between 
houses and business properties ? 

Mr. Sweeney. I would say the majority are houses. We may have 
about 50 farm and business real estate properties, about 1,750 resi- 
(ential properties. 

Mr. Tomas. What licking will you take on the 1,750, the homes? 

Mr. Sweenry. We will, depending on the market take some licking 
but we are always looking for the top dollar. We have been very 
successful in our liquidation market today. I assume we will recap- 





ture our investment. There is a possibility we may have some run. 
down properties that maybe we a not get our investment out of 
I would say maybe we will take « 3 percent licking on investment 

Mr. Tuomas. Who handles ae teens losed properties for you 
How do you handle them? What is the mechanics of it? 

Mr. Sweeney. Well, we handle them ourselves, but we operate 
through the local real estate brokers. We call them the contrac 
management sales brokers. 

Mr. Tuomas. What do you pay them? 

Mr. Sweeney. Going commission in the community. On residential 
properties it would be 5 percent; farm properties, depending on the 
area, it may go as high as 10 percent. On the business realty, what. 
ever the prevailing rate is. There is a scale for commissions in the 
local community not to exceed 7 percent in most instances. 

Mr. Tuomas. What sections of the country do these 1,750 houses 
come from that you have had to foreclose on ? 

Mr. Sweeney. Our inventory now is concentrated in Alabama, 
few in Texas, California, West Virginia, and Pennsylvania. 

Mr. Tuomas. Only four States. 

Mr. Sweeney. Other holdings are spread among the other States 
I don’t imagine on the average we have more than 40 or 50 in any 
one regional area. 

Mr. Tuomas. The 4 or 5 States you mentioned with the majority 
of 1,800, does that indicate in your judgment a saturation in the 
housing market or indicate unemployment or what ? 

Mr. Sweeney. There are a lot of contributing factors, Mr. Chair- 
man. I don’t like to refer to it, but we have had some minority hous- 
ing that was ill-placed insofar as location with respect to transpor- 
tation and employment. We have had some acquisitions in the areas 
where we have had a one-industry town. It was primarily economic. 

On the other hand, there have been some areas where we have 
guaranteed loans where the proper analysis wasn’t made as to general 
economics. 

Mr. Tuomas. Do you have a table showing where these 1,800 prop 
erties are located ? 

Mr. Sweeney. I don’t have it but will be glad to supply it. 

(The information requested is as follows :) 
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VA-Owned Properties On Hand as of Jan. 31, 1956 


| Owned in absolute tit'e 
| Number sub- 
ject to re- 
demption 


Total num- 


| ber on hand Number If 


Number units rented 


t of Columbia. 


w Mexico 
ew York 
Carolina 
th Dakota 


R e Island can _ 
South Carolina....-.- Jobuknk kana a 
South Dakota-- 


Mr. Sweenry. I might add that in West Virginia you have a let- 
down in employment in the soft-coal mines which has been a con- 
tributing factor to the economics in that State resulting in unemploy- 
ment, naturally. 


ESTIMATED RATE OF BUILDING CONSTRUCTION 


Mr. Tuomas. What is your estimated workload in homes for the 
liscal year 1956 as compared to 19554 he 
Mr. Sweenry. Well, if I may preface the economic situation in 
building before I answer the question, Mr. Chairman, I would like 
to state this: That with respect to 1955, calendar year 1955, there is 
a reasonable presumption that the building industry will build about 
| million or 1.2 million units. Now, from our experience last year 
we participated in 30 percent of the new single-family housing starts. 
Mr. Tuomas. How many starts last year ¢ 
. Sweeney. A million two. 
. THomas. A million two? 
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Mr. Sweeney. Yes, sir. 
Mr. Tuomas. And ‘the calendar year 1955 is generally estimated to 
be as good, if not exceeding it? 

Mr. Sweeney. That is right. And the indication in January now 
on a seasonal adjusted basis with the starts that have begin in Janu. 
ary it looks as if, keeping up the same rate, it will be a million four, 
Now, whether they are going to carry out that program is dependent 
on, No. 1, the avail: ibility of mortgage financing, and, No. 2, that the 
demand is still at the same rate it has ‘been, for 1954. 

Mr. THomas. Now, what is your direct financing figure for 1956) 
How does it compare with 1955? 

Mr. Sweeney. Well, the informed boys, as far as the building in. 
dustry is concerned, considering the general economic picture, family 
compositions, population increases, ‘the rollover of old houses, the 
demand of people who move out of 2-bedroom into 3-bedroom houses, 
it looks as though in the calendar year 1956, they will still continue 
to have a million more. 

Mr. Tuomas. You mean the calendar year 1956? 

Mr. Sweeney. The calendar year 1956. 

Mr. Tuomas, You don’t think the saturation point has been reached 
yet ? 

Mr. Sweeney. Well, that is a debatable question, because there are 
many surveys which have been made and some people are concerned 
about vacancies and overhang of houses for sale and it is possible in 
some areas we have met the saturation point. There is a nontapped 
market in what we call the lower-income group, particularly the folks 
that are working and wished to live near their work, particularly in 
industrial areas. 

Mr. Tuomas. A house that would generally sell from, say, $7,000 
to $8,500 ? 

Mr. Sweeney. Still in demand. 

Mr. Tuomas. That is your big untapped market ? 

Mr. Sweeney. That is right, and I think with the availability of 
material and new techniques coming in, they may reduce the price 
of those houses, move it down $500 or so. 

Mr. Tuomas. What is the average-priced house a veteran is buying! 

Mr. Sweeney. Well, today between ten five and twelve five, depend: 
ing on what area it is in. If you are in the South, it is averaging 
about ten five, and in the northern climate, where you need heating 
and other protective devices against the elements, it may run up to 
twelve five. 

Mr. Tromas. Do you notice a tendency to get into the lowest 
bracket cost figure of around 8,000? 

Mr. Sweeney. Yes, sir. There are many areas where the building 
industries are now putting in projects, because they realize that is 
the market they have to tap. Developments of the higher-priced 
houses have slackened off, and in some areas there is a little overhang. 
and going down into the $12,000, $18,000, I think they have covered 
that market in some metropolitan areas so they realize they have to 
hit in that lower market. 


































QUALIFICATIONS OF APPRATSERS 





Mr. Evins. These complaints may not be well-founded, Mr. 
Sweeney. but it has been called to my attention that (1) man) ot 
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your appraisers are not competent; they are not skilled; they don't 
iknow a bathroom from a kitchen. Now, can you tell us how you select 
your appraisers and what background and experience they must have 
prior to their employment by V A? 
- Mr. Sweeney. Well, Congressman, the qualification standards th: at 
we prescribe for the appraisers are, first, they should have 5 years’ 
actual appraising experience, not have 5 years’ experience in the 
) yeal-estate business but they should have either been appraising for 
institutional investors such as building and loans, banks, and so on. 
» They should also have some experience such as would qualify them 
» io go into a court and testify in connection with any condemnation 
| or any probate or estate proceedings, and we have tried to advise our 
ty ers to screen those folks thoroughly. If we have any doubt about 
he qualifieation of an individual, he is, first of all, given an examina- 
tion, or he is given trial assignments which are reviewed by our re- 
gional staff to determine whether first of all, he has the technical 
know-how to appraise, and next, whether he has well-founded ap- 
oe aising theory, and whether he has the general knowledge of the 
conomies of appraising. 

Mr. Evins. If you maintain those standards I am sure some of these 
appraisers are well qualified and justified, but in Maryland and 
Tennessee and other places there have been repeated complaints of 
work of unskilled and incompetent appraisers. 

Mr. Swrenery. Well, it is possible that in some remote areas it is a 
matter of trying to get somebody that has some knowledge of values, 
so that we may have to appoint some of these marginal individuals, 
but, on the other hand, I have found, in analyzing some of those com- 
plaints, that some of the competitors are always attacking the in- 
dividual by reason of the fact they are not satisfied with the appraisals, 
that they are not high enough, or he may be, aside from appraisal 
practices, in the real estate business himself. 

Mr. Evins. Another complaint is that mortgage lenders want the 
values to be “upped.” They want them increased, and there is a 
tendeney on the part of the appraisers to keep setting higher and 
higher values on VA-financed homes, to where the veterans can’t 
purchase them. 

Mr. Sweenry. We have warned our offices time and time again that 
we will not just raise upward. We will not permit our fee appraisers 
to be influenced by any lender or seller in those areas where we have 
discounts. Contrary to what you say, we have thousands of com- 
plaints coming in because of the fact VA is too low. 

Mr. Evins. Who are those complaints from? Who are they coming 
from ? 

Mr. Swrenry. From sellers, real-estate brokers, builders. 

Mr. Evins. Exactly, that is to their interest and not the veterans 
intere ST. : 

Mr. Sweeney. By virtue of the fact that they, in some cases, in 
order to get out ‘permanent financing, the lender is asking a point or 
two, and “usually t taking it out of the broker’s hide, so they are com- 
plaining, or asking us to jack up the value to take care of that incre- 
inent of discount. 

Mr. Evins. It is more a complaint that it is too low than too high? 

Mr. Sweenry. Yes, sir; I would say definitely. 
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Mr. Evins. How about the adequacy of funds for this program! 
Do you think the organization is sufficient, or do you need mor 
money ¢ 

Mr. Sweeney. Are you referring now to what the chairman said 
workloadwise ? 

Mr. Evins. The whole veterans’ home loan program, direct loans 
and Government guaranteed loans. 

Mr. Sweenry. Well, with respect to the guaranteed loan program, 
Mr. Congressman, if the volume of business, that is, the construction 
industry carries out its anticipated progr am—and we still have the 
same number of requests for loans for existing houses, and if we are 
going to render the service that is required of us, I would say that 
the number of personnel that are requested here may be too low. 

Mr. Evins. I am asking about funds. I am not asking about 
personnel. 

Mr. Sweeney. Well, in the guaranteed-loan program, sir, we have 
no request for funds except for administrative expenses. With re. 
spect to the direct-loan program, as you all know, the Congress last 
year authorized the formation of the voluntary home mortgage credit 
program, which means we will have to refer all of our direct-loan 
applications to that program. They are just getting under way, 
but we do plan to continue on the direct-loan program, where they 
turn down applications, between now and June 30. 

Mr. Evrns. In view of the extent of your program, and the limit 
to the amount of loss and the demand for homes—I represent a rural 
area, farm district, and we are getting a lot of information that the 
farm boys are complaining that our counties are not included 
the program, that you can’t get a loan. Why is it you can get one 
in the city and can’t get a loan in the rural areas. 

Mr. Sweeney. Well, Mr. C ongressman, if you are referring to the 
outright purchase of a farm I will have to admit that most lenders 
will not lend money for the purchase of a farm, for the reason that 
the guaranty is limited to $4,000. The country boy does not ac 
the advantage of the liberal guaranty as regards the home loan; 
other words, the 60 percent. Again, with farm prices as they are 
and with the price of farmlands, a lot of lenders do not want to move 
in to make loans with that limited guaranty. 

Mr. Evins. Do you think the funds provided are adequate for our 
rural veterans’ needs? 

Mr. Sweeney. I beg your pardon? 

Mr. Evtns. Do you think that the guaranty for loans to farm vet- 
erans should be increased, in the great bulk of cases, and should more 
funds be provided for this program? 

Mr. Sweeney. You mean the guaranty? 

Mr. Evins. Yes. 

Mr. Sweeney. Well, I would have to study the matter. I don’t 
know what to say, since the lenders are primarily the ones to invest in 
loans. There may be some token loans made, if the guaranty was 
increased, I don’t know. The VA has reported favorably in the 83d 
Congress to placing the guaranty of home and farm realty loans on 
a par, but indicated that it could not be stated with certainty that the 
increase as to farm-realty loans would have any substantial effect 
from a lending standpoint. 

Mr. Ostertac. Do you mean farm purchases ¢ 
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Mr. Evins. No, for home or farm, either one. 

Mr. Sweeney. Are you referring to the guaranty or direct loans? 

Mr. Evins. Direct loans. 

Mr. Sweeney. Well, again, Mr. Congressman, we are faced with 
the economics of whether or not it is advisab le with farmland prices 
as they are now, and with the risk that is taken with respect to the 
revenues that are obtained, due to low farm prices, the question is 
whether it would be advisable to do that or not. Iam not in a position 
to state that now. 

Mr. Evins. I think you ought to be a little more active in that field 
and not concentrate all of your efforts in the metropolitan areas. 


DEPARTMENT OF VETERANS BENEFITS 


' Mr. THomas. Let’s take a look at the “Assistant Deputy Admin- 
) istrator for Compensation and Pension.’ 


DEPARTMENTAL ADMINISTRATIVE COSTS 


Mr. Reporter, at this point will you insert page 511. That is “De- 
} partmental administre itive costs.” 
(The material referred to follows :) 


Departmental— Assistant Deputy Administrator for compensation and pension, 
$475,656 


Actual Estimated Estimated pre 
fiscal year fiscal year fiscal year ae 
1954 1955 1956 1956 over 


» Average employment: 
Immediate office 
Veterans service 
Dependents service 


Total staff = i 
Committee on waivers and forfeitures -- 


lotal average employment 


& Obligations 


0! Personal services_ - ; . $504, 848 $475, 656 $475, 656 
fotal obligations - 504, 848 475, 656 475, 656 | 


tant Deputy Administrator for Compensation and Pension is the staff assistant to the Deputy 
rator for Veterans Benefits for all compensation and pension activities. This function includes 
levelopment of plans and procedures for the effective administration of the compensation and pension 


Mr. Tuomas. Is that correct, gentlemen, $475,656 for 1956 against 
3475.656 for 1955 2 

Mr. Monx. That is correct. 

Mr. THomas. You could vary that figure just a little bit in 2 years, 
bout a dollar and a half’s worth. 

Mr. Monk. I think we could arrange it. 

Mr. Tuomas. We have a total in the District of Columbia in the 
central oflice of 73 for 1956 against 73 for 1955. 

the Assistant ‘Administrator’ s Office, Compensation and Pension. 
ae his function includes the de ‘velopment of plans and procedures for 

ie effective administration” and so forth and so on. How many pro- 
eramis are you administering there / 
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Mr. Howarp. Mr. Chairman, all disability compensation and pep. 
sion and all death compensation, pension, death insurance, accrued, 
and burial claims. 


FIELD ADMINISTRATIVE COSTS 
Mr. Tuomas. Mr. Reporter, at this point will you insert in the 


record page 5-40. 
(The material referred to follows :) 


Department of Veterans Benefits, Field—Compensation and Pension Divisio, 
$21,524,410 





| | j - 
7 ‘ . Increase (+ 
Actual, fiscal Estimated, | Estimated, or decreas 


at fiscal year fiscal year oe 
year 1954 1955 1956 (—), 1956 
over 195: 





4, 058 


Average employment 4, 544 4, 154 
Obligations: 
01 Personal services. -------- peatateame etek $23, 363.980 | $21, 534,336 | $21, 206, 410 
02 Travel, employee -------- 28, 192 18, 600 
07 Other contractual services 300, 000 


Total obligations 21, 559, 336 21, 524, 410 


The funds requested for this activity are to provide for the administration 
and adjudication of disability compensation and pension benefits payable t 
living veterans and the compensation, pension, burial, insurance, and indemnity 
benefits payable to dependents and beneficiaries of deceased veterans. 


Mr. Tuomas. This is the field, and this is also administrative costs. 
It shows that for fiscal 1956 you want 4,058 employees, which is a 
decrease of 96 over fiscal 1955. 

Personnel service costs for 1956 are $21,206,410, which is a decrease 
of $327,926 from 1955. 

Employees, travel, and other contractual services, total operating 
costs for the field for 1956 is $21.5 million, which is a decrease of 
$34,926 for 1955. 

Mr. Vurseu. I can hardly understand why you have only a figure 
of $34,926 there. You might as well have it increased. Did you 
figure those items so that you know pretty well what you want 
here? 

Mr. Howarp. Yes, sir. 


FIELD MISCELLANEOUS OPERATING EXPENSE 


Mr. Tuomas. Now, put your finger on this other “Other objects’ 
breakdown for your field right quick. 

Mr. Monk. 5-75. 

Mr. Tuomas. Now, is this compensation and pensions alone? 

Mr. Monk. No, sir; that is total. 

Mr. Tuomas. Where is your other objects table for compensation 
and pensions for the field and the district ? 

Mr. Monk. It is in this table. 

Mr. Tuomas. Can you pull it out? 

Mr. Monk. We can’t pull it out right now. 
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PERSONNEL ENGAGED IN CLAIMS WORK 


ad Mr. Tuomas. Mr. Howard, I remember several years ago, about 
» 3 years ago, you had about 7,500 employees under “Claims,” in your 
bre organization. What has become of those 7,500? I have looked for 
» them here a couple of hours and can’t find them. 

the «360s Mr. Howarp. In 1946 I believe there were something like 13,000 
» employees. Now we are down to 4,058 in the field offices. In central 
) office they have only 73. 
| Mr. Toomas. Whereabouts are those set out ? 

sion Mr. Howarp. They are set up in our immediate office. 


Mr. THomas. Go ahead. 
Mr. Howarp. Whereas, in the field, the breakdown is this [indi- 
F ecating |. 
' Mr. ToHomas. Whereabouts is it ? 
» Mr. Howarp. 5-41. At the top of the page we show 2,957 em- 
© ployees working on just disability compensation and pension alone. 
We have 1,101 w vorking on death claims. They are distributed among 
the 69 regional offices and in the Veterans’ Benefits Office in W ashing- 
ton. The 1,101 is distributed in three district offices, in Philadelphia, 
St. Paul, and Denver, and in the Veterans’ Benefits Office in Washing- 
® ton. 
| Mr. Toomas. What is that total now for °56? 
Mr. Howarp. Four thousand and fifty-eight. 
Mr. Tuomas. Why have you reduced that so drastic ally in the last 
' 4to5 years. What ‘has brought it about ? 
| Mr. Howarp. We believe we reached the leveling off point, Mr. 
» Chairman, and we are trying to reduce our personnel in proportion 
» tothe workload. As a matter of fact, the reduction in workload we 
estimate in ’56 over ’54 is 10.1 percent and the reduction in personnel 
is 10.7 percent, so we are trying to keep an even keel there. 
| Mr. Tuomas. What is the prospect of further reducing this person- 
nel and workload ? 
Mr. Howarp. I don’t think we could do that in ’56, Mr. Chairman, 
but when we get our figures for the ’57 budget, we will give it con- 
sideration at that time. 











CLAIMS WORKLOAD DATA 


rr 2 - 
Mr. Tuomas (reading) : 
To simplify presentation, the workloads and personnel requirements for the 
Veterans’ Benefits Office are included with those of the activities serving sub 
stantially the same type of clientele. A 3-year comparison of the basic work- 
loads of this activity, expressed in terms of disability and death rating and 
adjudication actions, is shown in the following table. 


acts” 


Mr. Reporter, you might insert this table in the record at this point, 
|» from page 5-40 at the bottom of the page. 
5 (The table referred to follows J 


tion To simplify presentation, the workloads and personnel requirements for the 


Veterans’ Benefits Office are included with those of the activity serving sub- 
stantially the same type of clientele. A 3-year comparison of the basic work- 
| loads of this activity, expressed in terms of disability and death rating and 
» adjudication actions, is shown in the following table: 


_ : | . 

Estimated, Estimated 

fiscal year | fiscal year A 
1955 1956 = | 


| 
Actual, fiscal 
year 1954 


Rating actions (disability) s Ld ease hace | 1, 537, 465 1, 308, 700 196. “4 

Authorization actions (disability) ddiee bdueweetaded ul 740, 989 771, 500 766, (0 eC 
Rating actions (death) ; 3 oe aa 83, 254 84, 700 6, 00 s \ 
Authorization actions (Geath) ... .< .~ << seen cnn nnccccccdseccs-cx 534, 612 536, 996 5 k : 


Mr. Tuomas. It shows 1,196,700 rating actions for disability 
against 1,308,700 for fiscal 1955. Where is your workload set out 
for your claims, your disability claims and your death claims. Can & 
you break that out ? Btha 
Mr. Howarp. Yes, sir; right at the bottom of page 5-40, “Rating Blut: 
actions (disability) .” mu 
Mr. Tuomas. You have a “rating action” there of 1,196,700. athe 
Mr. Howarp. Yes, sir; that is “disability.” mot t 
Mr. Tuomas. All right. Then you have “Authorization actions Beare 
(disability)” of 766,000. dow 
Mr. Howarp. That is correct. Slike 
Mr. THomas. You approved 766,000 of your 1,196,700 actions for J 3} 
disability. yet 
Mr. Howarp. That meant that it took authorization action on that— JR sho 
we either allowed them or we disallowed them. sjud 
Mr. Tuomas. You say “authorization”—that means you allowed § !n: 
them, or what ? sab 
Mr. Howarp. Or disallowed them. pvete 
Mr. Tuomas. Well, does it mean then that you have a backlog here Fez’ 
of about 350,000 or 400,000 cases ? athe 
Mr. Howarp. No, sir. It doesn’t mean that at all. That is the Bad 
rating actions (disability), within the year. cou 
Mr. Tuomas. Of what types? am 
Mr. Howarp. On the classifications that are coming in for con- !\' 
sideration, it would be “New claims,” “Dependent claims,” “Claims — ~*~ 
for reconsideration” and “Reopened claims.” . 
1e 
Bl 
The 
Mr. Tuomas. How often does X file a claim seeking some rating for ent 
disability ? \ 
Mr. Howarp. We have many veterans that file for reconsideration. JF tha 
We have claims that thick [illustrating ]. meee 
Mr. Tuomas. Does that swell up this figure then to 1,196,000? in 
Mr. Howarp. Yes, sir. santy 
Mr. Trromas. Well, what part of this 1,196,700 claims are repeated, Jt! 
distinguished from “New business” ? _— 
Mr. Howarp. I will say that probably 70 percent of our load is Bi?" : 
based on claims for reconsideration. gg 
Mr. Tuomas. Refiled claims? 
Mr. Howarp. Claims for reconsideration, yes, sir. 
Mr. Tuomas. Well, do you give those claims the same consideration 
as you give one that is newly filed ? 
Mr. Howarp. Yes, sir. 












CLAIMS FILED FOR RECONSIDERATION 
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Tuomas. Or do you recognize the name or the serial number 

r whatnot, and look it over on the basis of past history and make 

an adjudication right quick ¢ 

Mr. How arp. No, sir: we are supposed to give them as much con- 

sideration as a new claim. Of course, an employee having the same 
ease come up once a week may know pretty well what is in it. 

Mr. Vursetit. Mr. Chairman, I think there is a chance for a great 
Sdeal of abuse there, and I sometimes wonder how you fellows have 

the patience and find the time to write the letters that you do, and I 
thi k the Congressmen probably abuse their privilege a little, too. 

Recently what I tried to do was make a rule that if it is a repeater, 

that we don’t encourage him to appeal the case, set it out very plainly 
{hat there is no use for him appealing his case unless he has abso- 
Slutely new information. Of course, I haven’t been doing that as 
Pmuch as I should. I don’t want to be personal about it, but I think 
there must be an awful lot of waste of m: inpower and wearing out 
Sof typewriters and ribbons on these people who just as soon as they 
are turned down and have been given every reason for being turned 
down, come right back and write to their Congressman, and it is just 
Nike a cat chasing its tail and never catching it. 
> Mr. Evrns. I have a great respect for my colleague’s point of view, 
syet on the other hi ind, there are a large number of cases of merit that 
‘should be satisfied, where a man would be happy if he could have a 
sjudicial review. Sometimes it is felt that VA decisions are arbitrary. 
In most cases we have a right of review in our courts. We give the 
saboteurs and criminals a right of review in our country, but the 
veteran is denied the right of judicial review of his claim. There is 
legislation pending for that in the Veterans’ Committee, and also in 
the Judicial Committee, and I think an administration might well 
address itself to that subject, not to allow every claim to reach the 
scourt, but those of substance, those which there is a division of opinion 
Samong the members of the Board, or where a substantial amount is 
mnvolved. 
» So TI just want to support what my colleague has said, but also to 
Say that there is another point of view that judicial review might be 
. he answer to some of these repeater cases. 
> Mr. Tuomas. Then the Hoover Commission has a point of view. 
pThey sav VA has been paying far too many of them that weren't 
Pentitled to it. 

Mr. Vursetu. I have to admit that the gentleman does have a point, 
that all of us would like to have the veteran have the last word, to 
Msee that he is properly compensated for his disability, and illness oceur- 
Bring in the service, and otherwise. I think in cases where there is 
Jany question, it should be reviewed again, but the majority of them 
Mthat 1 get seems to indicate that they have had ev ery break. If I find 
Sone that I think hasn’t had, I go ahead pretty strong on it and once 
na while win—but not too often. 
| Mr. Tromas. Well, in order to give every point of view, we will 
pusert the Hoover Commission point of view at this point. 
© (The material referred to follows :) 


F 
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DISABILITY ALLOWANCES 


We consider only disability payments to living veterans since such paymens 
to survivors are too remote from our primary concern with medical services 
The Compensation and Pension Branch within the Veterans’ Administratin 
makes both compensation and pension payments to disabled veterans, the chie 
distinction being, in general, that compensation is for service-connected disy. 
bility and pension for non-service-connected disability. 

Compensation and pension payments can be considered as falling into thre 
categories: (a@) Compensation for partial disability from service-connected jp. 
juries, (b) compensation for total disability from service-connected injuries, 
pensions for total disability from non-service-connected injuries. 

(a) Compensation for partial disability from service-connected injuries 
These disability allowances for service-connected injury or disease are presuy 
bly equated to impairment of earning power. The existence of serv ice-connectaj 
disability of a veteran and the extent of that disability are determined by ratiyg 
boards. There is a tendency to assume that disability is continuing and pr 
gressive, and to avoid reexamination. 

Another difficulty in these allowances arises from the low percentage diss. 
bility ratings (30 percent or less) which are not being realistically related t 
loss of earning power. An example of a 30-percent disability is amputation of 
a great toe. For this disability the veteran is entitled to a minimum of 8 
per month, regardless of his other income. We urge that disability ratings 
be based on true medical criteria and be more realistically related to loss of 
earning capacity. 

(b) Compensation for total disability o's service-connected injuries.—Thes 
payments ro from $181 per month (e. g., for active tuberculosis) to $420 per 
month (e. g., for quadruple amputatious) . ‘ith added increments for dependents 

(c) ates for total disability from non-service-connected disability.—hiigi- 
bility for these allowances depends on total and permanent disability, and there 
is an income limitation of $1,400 if single and $2,700 if the veteran has dependents, 

The effectiveness of the income limitation is dependent on the veteran’s ow 
estimate of anticipated income which is rarely checked. 

The following table shows the total compensation and pension payments t 
living veterans: 


TABLE XVI.—Compensation and preeer payments to veterans ! 


ie . Number of Kea icettaad 
adie Years veterans Payments 
Compensation : ‘ 1951 1,980,000 | $1, 202, 000, 0" 
1952 1, 975, 000 1, 201, 000, 0M 
1953 1, 998, 000 1, 335, 000, 0 
| 1954 2, 039, 000 1, 360, 000, 0M 
21955 2, 072, 000 1, 427, 000, 00 
Pension. 7 es . = 1951 | 372, 000 329, 000, 00 
1952 | 416, 000 364, 000, 00 
1953 463, 000 430), O00, 08 
1954 512, 000 474, 000,00 
21955 560, 000 526, 000, 0 
Totals_ ease : a ~oi]') SOR 2, 352, 000 1, 531, 000, 0 
1952 2, 391, 000 | 1, 565, 000, 0M 
1953 2, 461, 000 | 1, 765, 000," 
1954 2,551,000 | — 1, 834, 000,00 
21955 2, 632, 000 1, 953, 000, 0 


' This table excludes payments to veterans’ survivors. 
? Estimated. 

The Veterans’ Administration Annual Report for 1953 shows that of the 
1,998,000 veterans who received compensation allowances in 1953, 1,465,863 wert 
rated 30. percent disabled or less and received an average monthly amount 
about $28 each, totaling $487 million for the year; 123,290 were rated 100 per 
cent disabled, and received a monthly average of about $209 each, totaling aboll 

309 million for 1953. 

In early 1953 the investigating staff of the House Appropriations Committe 
made a preliminary study of the Veterans’ Administration’s entire compensalit! 
and pension programs in connection with a $2,546,300,000 budget request f 
fiscal year 1954. This study was discussed during the hearings on the Veteralls 
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© \dministration appropriations and inserted in the record. The study was again 


Fyeferred to during hearings on the 1955 appropriations. 

The study was directed mainly at the non-service-connected pension payments, 
and the service-connected compensation payments for low percentage disability 
ratings applicable to physical conditions which do not actually impair earning 

apacity. The study determined that more frequent review of static cases, 
Bmore th orough examination into the preservice medical history of veterans and 
general tightening of rating philosophy could reasonably result in an annual 
decrease in compensation and pension payments to veterans and survivors of 
about $800 million. Our own task force, considering only payments to living 
veterans, estimated a possible annual savings of $180 million in compensation 
and pension payments. 

Recommendation No. 13 

a) That the responsibility and authority to establish and maintain medical 
criteria for disability, both initial and continuing, should be transferred from 
the Compensation and Pension Branch of the Department of Veterans’ Benefits 
sto the Department of Medicine and Surgery. 

(b)) That the Department of Medicine and Surgery should also develop and 
Hnaintain a mechanism for review of disability allowances based on the possi- 
bility of increase or decrease in disabilities. 

Mr. Boranp. Mr. Chairman, I think it would help if you change 
the phraseology in those cases where there is absolutely no chance on 
appeal. They use the same phraseology all the time. They ‘emer 
no additional evidence. Some of those cases are completely beyond 
recovery, and have no opportunity at all on a review, or a rehearing ; 
ithen they probably ought to change the language. They are all the 

same. You send them out and everybody comes up with new addi- 

Stional evidence, which is, of course, not new at all. Of course, if “yr 
mchange the language in those cases where there is no chance at all, 
Pwould help ina lot of them where there is a chance for review, al 
ithere is a chance for a veteran to have his case adjucated properly 

Ww a lot of cases there is not. 

> Mr. Vursetn. I think you have a very good point. I know that 
Wongress and everybody would object, and service organizations 
Ewould object if you were a little more definite, yet I do think this 
Hellow is out there taking another shot in the dark, because they are 
all about alike. 

Mr. Thomas. What is the connection in the workload between the 
nunber of discharges per year from the armed services and the num- 
ber of claims you get for compensation or disability claims? 

Mr. Howarp. We have a veteran population, Mr. Chairman, as you 
know, of about 21 million; but so far we have had nearly 7 million 
Jaims filed. 

Mr. THomas. Yes. But let’s be more recent than that. What about 
he calendar year 1954? How many people were discharged from the 

; ervice and how many claims did you get for compensation for dis- 
Mbility in the various categories? Do you have an approximate figure 
Hnthat? There is bound to be a connection. 

4 Mr. Hiatry. Do you mean among the discharged number? 

» Mr. Thomas. Right. 

Mr. Henry. Of the discharged number, how many filed a claim ? 
| Mr. THomas. Yes; the approximate figure. Mr. Howard is an ex- 

ert. Ile has been doing this work here for years and years, and he 
loes a fine job. What is ‘that figure ? 

Mr. Howarp. I don’t know the discharge figure. The last I knew 
mt was 800,000 a year, if Tam not mistaken. 
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Mr. Tuomas. Well, you said your workload generally was that ; 
least 70 percent of your filed claims were claims for reconsideratio i. a 

Mr. Howarp. Yes. 

Mr. Tuomas. Now, can you generalize some reasonably accurate - 
figure of the number of cd aims filed last year from recently discharged 
service people / 

Mr. Howarp. I would say the remaining 30 percent actually would 
be new claims filed. 

Mr. Tuomas. Is that high ? 

Mr. Howarp. No, sir; I don’t think that is high, Mr. Chairman, 

You can relate those two figures. 

Mr. Tromas. See if you can. I imagine it is far from being as & 2 Pe 
high as 30 percent. In other words, you are saying that 30 percent 
of the people discharged in the calendar year 1954 are seeking some 
type of compensation “for disability, which I can’t imagine is true, 

Mr. Ostertac. Out of the 70 percent, does that mean that they are 
temporary disabilities and subject to further consideration automati- 
cally? 

Mr. Howarp. Yes, sir. 

Mr. Hierey. Are you including dental claims in your figures? 

Mr. Howarp. Where it is made on a regular application for dis. 
ability compensation. 

Mr. Hietry. That would increase your number where they are 
coming out. That would increase your claims? 


CoMPENSATION AND PENSIONS 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 





1954 actual 1955 estimate | 1956 estimate 12 
Ameponrintion OF GMAMAU « 66 ona... 20-5 - nnn scecscnsee $2, 461, 291, 000 | $2, 435,000,000 | $2, 800, 000, 00 
Available from subsequent ye ar appropriation- -_- 2, 435, 000, 000 3 
Available in prior year-- : Z Kcaaipcs ek ie ae —2, 435, 000, 000 |___- 
Unobligated balance brought forward... ae 24,431,479 | 2, 442, 388, 916 | 3, 000, 000 
Recovery of prior year obligations. --. a ae 3, 169, 454 bis , 
Total available for obligation. --.-....--.-.------- 4, 923, 891, 933. 2, 442, 388, 916 2, 803, 000, 000 
Unobligated balance carried forward -..-.-..-..--.----- —2, 442, 388, 916 —3, 000, 000 —3, 000, 000 
Obligations incurred . dime ti adc hoch) 2, 481, 503, 017 439, 388, 916 2. 800, 000, Oo 
Comparative transfer from ‘Veterans miscellaneous | 
benefits, Veterans’ Administration” --.--.------------| 15, 992, BET ticakeucesenie eee ; —- 
CN IR isnt isin canapiitesinntarnipnccminais | 2, 497, 495, 394 | 2, 439, 388,916 | 2, 800, 000 0 nea 
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Obligations by activities 








Description 1954 actual 1955 estimat 1956 est 
. Be = 
( ition 
d Spanish-American War veterans... _. a $932, 163 $RH8, 850 $78 36 
Spanish-American War dependents-_-_._- 1, 136, O10 1, 181, 223 1. 198, 792 
‘ World War I veterans eo aa 299 613. S70 9265, 899, SOS 290), 366, G0 
( World War I dependents- ---- Pa 48, 941, SAS 54 ), 692 1, 968, 602 
World War ITI veterans 1, 006, 563, 201 796. 811. 759 1 O41.8 116; 
World War II dependents_. i ; 273, 756, 034 907. 655, 458 316, 842, 382 
Peacetime-service veterans 42,000, 91S 13, 748, 937 14. 446. 560 
Peacetime-service dependents- z 16, 055, 168 16, 962, 259 16, 934, 22 
i. Korean conflict veterans__-- 81, 346, 959 118, 204, S36 148, 708, O80 
Korean conflict dependents_- 30, 569, 721 $1, 956, 489 18, 049, 136 
Subtotal: Compensation _-.-- : 1, 730, 915, 632 1, 598, 628, S11 1, 894, 164, 209 
g 2. Pensions 
, Yellow fever experiments__......---.--- ewes 1, 500 1, 500 1. 500 
it Mexican War dependents- --_- z = 4, 690 4, 525 + 549 
Indian War veterans ea ; 337, 014 279, 980 234 S04 
le i) Indian War dependents-- 802, 647 774, 921 728, 355 
Civil War veterans 1, 635 1, 607 f 
f) Civil War dependents___- 4, O87, 237 3, 728, 825 ; 
re Spanish-American War veterans 87, 032, 353 78, 452, 730 74. 
’ Spanish-American War dependents- 52, 074, 176 54, 146, 708 54, 952. O86 
l- World War I veterans 5 346, 123, 049 399, 984, 771 448, 368, 300 
World War I dependents- -- -- ‘ 169, 352, 973 187, 752, 343 201, 037, 677 
World War II veterans__- me , 39, 684, 090 46, 349, 457 52, 709, 007 
World War II dependents 7 ; 15, 274, 342 18, 738, 807 22, 179, 620 
(m) Peacetime-service veterans Sica , 580 69, 345 65, 928 
n) Peacetime-service dependents - - -- , 160 36, 347 30, 312 
g. Korean conflict veterans : 2, 064 1, 102, 693 1, 681, 936 
: Korean conflict dependents - --------- s 3, 520 256, 421 528, 524 
Subtotal: Pension..---...-- aa 715, 635, 030 791, 681, 007 859, 042, 201 
Other 
re 1) Emergency officers’ disability retirement 
(World War I)-- 3 3, 968, 530 3, 885, 840 3, 738, 960 
h) Adjusted service and dependents pay = 9, 593 8, 258 4, 630 
Subsistence allowance for disabled veteran 
trainees : i a ad 30, 974, 232 28, 600, 000 26, 000, 000 
Initial burial allowances_._- - - 15, 992, 377 16, 585, 000 17, 050, 000 
Total obligations 2, 497, 495, 394 2. 439, 388, 916 2 800, 000, 000 
Obligations by objects 
te . . . . . 
i 12 Pensions, annuities, and insurance claims: 
“i 1954_ __ aah also sents Stan in Caen i rae a ee ae ao ‘ $2, 497, 495, 394 
Na Eo) eee dee ne shi A ah aa a 2, 439, 388, 916 
I i laa al es aca oe aca sD a el a ae _ _. 2, 800, 000, 000 
an 


wa Analysis of expenditures 





Ti) 
000 (Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 
” : =a ” 
1954 actual 1955 estimate 1956 estimate 
Onn Obligated balance brought forward__..-.--...---- Ae $2, 036, 084 —$1, 144, 312 — $500, 000 
Obligations incurred during the year....-..-.----- 2, 481, 503, 017 2, 439, 388, 916 2, 800, 000, OOO 
2, 483, 539, 101 2, 438, 244, 604 2, 799, 500, 000 
Adjustment in obligations of prior years---------- —3, 169, 454 
ODligated balance carried forward____.----- = +-], 144, 312 +500, 000 +500. 000 


tal expenditures__._- : az 2, 481, 513, 959 2, 438, 744, 604 2, 800, 000, 000 
Expenditures are distributed as follows: 
Out of current authorizations - : : \ > 4e1 
Out of prior authorizations. -- i : 


- 797, 500, 000 
513, 959 2 he 
| 2, 438, 744, 604 2 500, 000 
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Mr. Tuomas. We will jump over to the cash now, to support your 
administrative costs, which is $2,800 million. We will insert in the 
record at this point pages 11-1 through 11-9. 

(The material referred to follows:) 


COMPENSATION AND PENSIONS, VETERANS’ ADMINISTRATION, $2,800,000,000 


The total appropriation requested for the fiscal year 1956 is compared beloy 
with the estimated requirements for the current fiscal year and the actna| 
expenditures during the past fiscal year: 


Compensation and pensions: 
Actual, fiscal year 1954 au ‘ f ee RE pit _~. $2, 497, 495, 394 
Estimate, fiscal year 1955 ____~- 2, 679, 388, 916 
Estimate, fiscal year 1956____________- ._ * 2, 800, 000, 000 
_ 1tIncludes estimated supplemental appropriation requirements in the amount 
$240,000,000. 

The funds requested under this title are to cover the payments of all compen 
sation, pensions, and allowances authorized by the Congress, including emergency 
officers’ retirement pay and annuities, as well as the payment for subsistenc 
allowance to veterans receiving vocational rehabilitation under Public Law 16, 
78th Congress, and Public Law S94, Sist Congress, as amended, initial burial 
allowances, and payments due under World War I Adjusted Compensation Act 
in cases where benefits are not covered by the issuance of adjusted service 
certificates. 

The estimates are based on actual case loads and average monthly payment 
experience in fiscal year 1954 and prior years projected to fiscal year 1956, giving 
due consideration to the effect of the following two significant legislative acts 


Public Law 695, 83d Congress 


This act, effective October 1, 1954, provided a general increase in the rates of 
compensation payable to most groups of veterans with a service-connected dis- 
ability but was not applicable to dependency allowances or statutory awards for 
loss or loss of use of a hand, foot, eye, or creative organ or for arrested tubercu- 
losis. It also increased the rate of compensation payable to widows (without 
children) and dependent parent, or parents, of deceased veterans who died in 
service or as a result of a service-connected disease or injury. 


Publie Law 698, 83d Congress 


This act, effective October 1, 1954, provided a general increase in all monthly 
rates of pension benefits payable to veterans and their dependents under any 
public law administered by the Veterans’ Administration except the so-called 
Navy pension allowance, Medal of Honor and yellow fever payments. 

These laws had a marked effect on average monthly payment and are the rea- 
sons for such apparent changes from trend as are projected for the fiscal years 
1955 and 1956. 





ficant factors on which the estimates were based are outlined below : 
ow fever experiment participant and wars prior to the Spanish-American 

the number of cases in these categories declined steadily in recent years 

se trends have been continued through the fiscal year 1956 for the purpose 
of this estimate. The estimated cost for both living and deceased veterans’ 
eyses through the fiseal year 1956 reflect the experience trends on average monthly 
payment per case and certain increased rates as provided by recent legislation. 
punish-American War.—The number of Spanish-American War veterans re- 
eeiving compensation or pension shows a steady decrease in trend which is con- 
tinued through the fiscal year 1956. The estimated average monthly payment 

eruns during the fiscal year 1955 was reduced due to an adjustment in pay- 

meuts under the provisions of Public Law 314, 78th Congress. A normal increas- 
ing cost experience trend and the increased rates provided by new legislation 
are reflected in the estimated cost to veterans for the fiscal year 1956. The num- 
per of deceased veterans of this war whose dependents are receiving compensation 
or pension has been increasing, and a moderately increasing trend has been con- 
tinued through the fiscal year 1956. Experience trends and the increased rates 
provided by recent legislation are reflected in the estimated cost through the fiseal 
vear 1956. 
' Peacetime service (Regular Establishment)—The number of veterans of the 
Regular Establishment receiving compensation has been increasing slightly and 
this trend has been continued through the fiscal year 1956. The number of 
decensed veterans of the Regular Establishment whose dependents are receiving 
compensation has been decreasing slightly and it is estimated that this trend 
will also continue through fiscal year 1956. The estimated requirements for 
both living and deceased veterans’ cases through the fiscal vear 1956 reflect the 
experience trends and the increased rates provided by recent legislation. 


World War J 
vg veterans’ cases—(a) Service Cone cted.—The number of World War I 
‘ans in receipt of compensation has declined steadily in recent years and it 
s anticipated that this trend will continue through the fiscal year 1956. The 
experience trends and the effect of increased rates provided by recent legislation 
are reflected in the estimated requirements through the fiscal year 1956. 


N 


(b) Nonservice connected. The number of World War I yeterans receiving 
pensions for permanent and total disabilities not of service origin, has been 
materially increasing. Considering the increasing average age and general 
composition of this group, this trend has been continued through the fiscal year 


Experience trends and the increased rates provided by recent legislation are 
eflected in the estimated requirement through the fiscal year 1956. 

Deccased veterans’ cases—(a) Service connected.—The number of cases in 
this category has declined steadily in recent years and this downward trend has 
been Continued through the fiscal year 1956. 

A slightly increasing average monthly payment trend and the increased rates 
provided by recent legislation are reflected in the estimated requirements through 
he fiscal year 1956. 

(h) Nonservice connected. The number of cases in this category has been 
steal lily increasing and this trend has been continued through the fiscal year 

6 

The experience trends and the effect of increased rates provided by recent 


legislation are reflected in the estimated requirements through the fiscal year 
1956 


World War TT 


Living veterans’ cases—(a) Service-connected.—The number of World War II 
veterans in receipt of compensation decreased slightly during fiscal year 1954 and 
this trend has been continued through the fiscal year 1956. 

The experience trends and the increased rates provided by recent legislation 
are reflected in the estimated requirements through the fiscal year 1956. 

(b) Nonservice-connected.—The number of veterans receiving pensions for 
permanent and total disabilities not of service origin has increased steadily in 
prior years and this trend is continued through the fiscal year 1956. 

\ slightly decreasing average monthly payment trend and the increased rates 
provided by recent legislation are reflected in the estimated requirements through 
the fiscal year 1956. 

Deceased veterans’ cases (a) Service-connected.—The number of deceased 
veferans of World War II whose dependents are receiving compensation has been 
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increasing steadily, and although this increasing trend was sharply retarded jy 
fiscal year 1954, due to a reduction to this roll accomplished by a review of do. 
pendency status of parents, a return to a normal increasing trend has been esti. 
mated through the fiscal year 1956. 

The experience trends and the increased rates provided by recent legislation aye 
reflected in the estimated requirements through the fiscal year 1956. 

(b) Nonservice-connected.—The number of deceased veterans of World War 
II whose dependents are receiving pensions has increased steadily in prior years 
and this trend has been continued through the fiscal year 1956. 

The experience trends and the increased rates ‘provided by recent legislation 
are reflected in the estimated requirements through the fiscal year 1956. 

Korean conflict (Public Law 28, 82 Cong.) 


Living veterans’ cases—(a) Service-connected.—The number of veterans with 
entitlement for compensation under the provisions of Public Law 28 has steadily 
increased. Based upon the present rate at which veterans entitled under this act 
are filing and the anticipated number of yearly discharges, this trend is continued 
through the fiscal year 1956. 

A decreasing average monthly payment trend due to fewer retroactive pay. 
ments, and the increased rates provided by recent legislation are reflected in 
the estimated requirements through the fiscal year 1956. 

(b) Nonservice connected—The number of veterans with entitlement for 
pension for permanent and total disability under Public Law 28, 82d Congress 
is increasing. This trend contained through the fiscal year 1956. 

The experience trends indicating a decreasing average monthly payment, and 
the increased rates provided by recent legislation, are reflected in the estimated 
requirements through the fiscal year 1956. 

Deceased veterans’ cases—(a) Service connected.—The number of dependents 
of deceased veterans entitled to compensation under Public Law 28, 82d Congress, 
is increasing. This trend is continued through the fiscal year 1956. 

The experienced trends which indicate a decreasing average monthly payment 
and the increased rates provided by recent legislation are reflected in the esti- 
mated requirements through the fiscal year 1956. 

(b) Nonservice connected—The number of dependents of deceased veterans 
entitled to pensions under Public Law 28, 82d Congress is increasing and the trend 
for this rather small group is continued through the fiscal year 1956. 

A decreasing average monthly payment trend and the increased rates provided 
by recent legislation are reflected in the estimated requirements through the 
fiscal year. 1956. 

Retirement pay, emergency officers 

This normally decreasing roll reflected a net increase in fiscal year 1954 due to 
the transfer of certain cases from the Defense Department to comply with a 
decision of the Assistant Comptroller General of the United States. However, a 
return to the normal decreasing trend is continued through the fiscal year 1956. 

Based on experience trends, the estimated requirements have been slightly 
reduced through the fiscal year 1956. 


Subsistence, Public Laws 16 and 894 trainees 
The following table shows the monthly average training loads by fiscal years: 


Public Law 16 and Public Law 894: 
Actual fiseal year 1954 23, 867 
Estimated fiscal year 1955__- 23, 900 
Estimated fiscal year 1956__--__ 


Adjusted service and dependent pay.—Awards for adjusted compensation ben- 
efits for veterans, and dependents of veterans, of World War I, through the fiscal 
vear 1956, are based on the continuation of the decreasing trend in the average 
number of awards. 

Initial statutory burial allowances.—A slight decrease in number of awards 
and obligations was reflected in fiscal year 1954. However, a return to a normal 
increasing trend in awards and obligations is anticipated through the fiscal year 
1956. 

Table No. 1 that follows compares the actual average number of veterans’ cases 
on the rolls during the fiscal year 1954 with the estimated averages for the fiscal 
years 1955 and 1956. Table No. 2 which follows compares the actual require 
ments during fiscal year 1954 with the the estimated requirements for fiscal years 
1955 and 1956. 
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COMPENSATION AND PENSIONS 


Taste I.—Comparison of actual average number of veterans’ cases on rolls fisca 
year 1954 with estimated averages for fiscal years 1955 and 1956 


Description 1954 actual 1955 estimate | 1956 estimate 


‘ompensation: 
Spanish-American War veterans- - aot 420 375 
Spanish-American War dependents = , 225 1, 230 
World War I veterans ‘ i 255, : 245, 065 235, 013 
World War I dependents--- 7, 93 55, 946 54, 120 
World War IT veterans__-_- Wiieiacaeiitin 1, 630, 62 S46 1,617, 402 
World War II dependents.-._--.-- was ; 268, 92 274, 978 283, 272 
Peacetime-service veterans ; : 62. 4 053 63, 396 
Peacetime-service dependents. - -- 7 ‘ 18, 6 407 18, 216 
Korean contlict (Public Law 28) veterans 90, 17: 171 174, 540 
Korean conflict (Public Law 28) dependents = 24 32.131 37.003 
sions: 
Yellow-fever experiments 1 
Mexican War dependents- 
Indian wars veterans 
Indian wars dependents 
Civil War veterans i 
Civil War dependents : 1,2 ; 5, 747 
Spanish-American War veterans 85 2, 57, 210 
Spanish-American War dependents 7 ; &1, 180 
World War I veterans ; 7 190, 020 
World War I dependents- - - 277, 297, 316, 276 
World War IT veterans 5, 51, 59, 022 
World War II dependents. -. 23, 003 27, 397 32, 0&3 
Peacetime-service veterans > 3 346 S28 
Peacetime-service dependents ‘ 90 75 
Korean conflict (Public Law 28) veterans ‘ 3 , 168 1, 788 
Korean conflict (Public Law 28) dependents ( 276 604 
Emergency officers’ disability retirement (World War I ‘ 1,799 1, 731 
Adiusted service and dependents pay 30 26 15 
Subsistence allowance for disabled veteran trainees 23, 867 23, 900 21, Oot 
Initial burial allowances !____ -- : 3, 892 107, 000 110, 000 


1 Figures shown for initial burial allowances represent fiscal year totals and not averages. 





1190 


TABLE II.—Comparison of actual requirements, fiscal year 1954 with estina 
requirements fiscal years 1955 and 1956 


Description 


1. Compensation: 


Spanish-American War veterans. --. 
Spanish-American War dependents 
World War I veterans__- 

World War I dependents. 

World War II veterans 

World War IT dependents____-.......- 
Peacetime-service veterans - 
Peacetime-service dependents. 

Korean conflict 


! 


(Public Law 28) veterans_-- a el 


| 
1954 actual 


$932, 163 | 
1, 136, 010 
229, 613, 870 
48, 941, 588 
1, 006, 563, 201 

273, 756, 034 | 
42, 000, 918 

16, 055, 168 | 
81, 346, 959 


1955 estimate 


$868, 850 | 

1, 181, 223 | 

226, 899, 308 | 

54, 339, 692 | 

1, 036, 811, 759 | 
297, 655, 458 

43, 748, 937 | 
16, 962, 259 
118, 204, 836 
41, 956, 489 


54. 968 Ta 


1, 041, 
316 
44, 


148, 7 


} 


16, 934, 29: 


Koreain conflict (Public Law 28) dependents 30, 569, 721 | 


1, 730, 915, 632 | 1, 838, 628, sil |} 1,894, 


5 


48, 049, 13 
i pdbinuserecmeceuael Sveneeeteens 


2. Pensions: 
Yellow-fever experiments. - ‘ | l, 
Mexican War dependents_.- 
Indian wars veterans_- 
Indian wars dependents-_- 
Civil War veterans_-_. 
Civil War dependents.-.- Same ee 4, 087, 237 
Spanish-American War veterans_.-- - | 87, 032, 353 
Spanish-American War dependents anaes 52, 074, 176 | 
World War I veterans-__- 346, 123, 049 | 
World War I dependents-_- 169, 352, 973 | 
World War II veterans. ___._-- 39, 684, 090 
World War II dependents. -________- 15, 274, 342 | 
Peacetime-service veterans-.- 72, 580 | 
Peacetime-service dependents._- 41, 160 
Korean conflict (Public Law 28) veterans. ------ -- 652, 064 
Korean conflict (Public Law 28) dependents. --.-- 93, 520 


500 
4, 690 

337, 014 

802, 647 
1, 635 | 


, 500 | 
4, 525 

279, 980 | 
774, 921 
1, 607 
3, 728, 825 
78, 452, 730 
54, 146, 708 
399, 984, 771 
187, 752, 343 
46, 349, 457 

18, 738, 807 | 
69, 345 

36, 374 | 
1, 102, 693 
256, 421 


ND sae tcnipsn dnuciestoeeduneuas 791, 681, 007 85 


715, 635, 030 





3. Other: 
E mergency officers’ disability retirement — | 

2 3, 968, 530 
9, 593 | 


3, 885, 840 
Adjuste 1d service and dependents pay - 8, 258 
Subsistence allowance for disabled 

trainees od : 
Initial burial allowances. -- 


Vv eteran : | 
30, 974, 232 
15, 02, 377 


28, 600, 000 
16, 585, hae 


49, 079, 098 


Total... 50, O44, 732 


Grand total_. 2, 497, 495, 394 2, 679, 388, 916 


2 800, 0 


! Includes estimated supplemental appropriation requirements in the amount of $240 million. 


CATEGORIES OF VETERANS’ COMPENSATION AND PENSION CASES 


Mr. Tuomas. How many Indian war veterans do you have now on 
the roll? 

Mr. Ketsey. 203. 

Mr. THomas. Compensation. Do you have Spanish-American (e- 
pendents, World War I dependents, World War I veterans, World 
War II veterans, World War II dependents, peacetime service 
veterans / 

Mr. Howarp. 

Mr. THomas. 
erans get? 

Mr. Howarp. Eighty percent of the wartime rate. 
total for the wartime rate is $181. 

Mr. Tuomas. Now, on pensions, on 11-7, you have yellow-fever ex- 
periments, 1; Mexican War dependents, 7; Indian wars veterans, 1638. 
How old are those gentlemen ? 

Mr. Howarp. I would say they are around 90. 

Mr. Tuomas. Civil War veterans—how many of those are left’ 

Mr. Howarp. One, and he is 108 years old. 


Also Korean conflict. 
Korean conflict. What benefits do the peacetime vet- 


The temporary 
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Mr. Tuomas. Spanish-American War veterans, 57,210. What is the 
avernge age of those gentlemen ? 

Mr. Howarp. The average age is 77. 

Mr. THomas. What about peacetime service veterans here? How 

iany are there? 

Mr. Howarp. 63,206. 

Mr. Tuomas. Now, under “3 Other.” You have Emergency officers 
disability retirement, World War I, 1,731. 

Mr. Howarp. 1,731. 

Mr. Toomas. World War IT? 

Mr. Howarp. They are serviced by the War Department. 

Mr. Toomas. You don’t have them? 

Mr. Howarp. No, sir. 

Mr. Taomas. They allow the disability ? 

Mr. Howarp. And they retire them, Mr. Chairman. 

Mr. Tuomas. Yes. They do the retiring and paying. 

Mr. Howarp. Yes. At one time they retired them and we paid them. 

Mr. THomas. Yes. Now they do the retiring and paying, both. 

Mr. Howarp. They do the whole works. 

Mr. Tuomas. At one time all you did was pay and had nothing to 
say about the retirement ? 

Mr. Howarp. That is correct. 


ReaDJUSTM ENT BENEFITS 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual 1955 estimate 1956 estimate 


propriation or estimate $664, 311, 000 $387, 000, 000 $627, 097, 000 
nsferred to ‘“‘Service-disabled veterans insurance 


ind, Veterans Administration,”’ pursuant to 67 Stat. 
$28. : —1, 000, 000 


Adjusted appropriation or estimate —_ 663, 311, 000 387, 000, 000 627, 097, 000 
\vailable from subsequent year appropriation - 387, 000, 000 
Available in prior year atta — 387, 000, 000 
Unobligated balance brought forward. s 63, 421, 166 532, 904, 678 6, 500, 000 
Unobligated balance transferred from ‘‘Veterans misce]- 
laneous benefits, Veterans Administration,’ pursant 
to Public Law 428 }, 875, 339 
Recovery of prior year obligations___- 7, 932, 199 
ital available for obligation 1, 121, 664, 365 539, 780, 017 633, 597, 000 
nobligated balance carried forward ; — 532, 904, 678 —6, 500, 000 —5, 500 000 
ligations incurred ali ; | 588, 759, 687 533, 280, 017 628, 097, 000 
tive transfer from ‘Veterans miscellaneous 
ts, Veterans Administration” 15, 570, 746 


tal obligations 604, 330, 433 533, 280, 017 628, 097, 000 
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Obligations by activities 





Description 


1. Education and training: 
(a) Subsistence 
(b) Tuition : 
(c) Supplies and equipment : 
(d) Education and training allowance (P ublie Law 550) 


Total education and training 


2. Vocational rehabilitation for disabled veterans: 
(a) Tuition 
(b) Supplies and equipment. 


1954 actual | 1S 


$153, 335, 534 
85, 804, 853 | 
8, 641, 314 | 


| 
| 206, 337, 830 | 


f 544, 119, 5 


7,462 | 


| 
Total vocational rehabilitation for disabled veter- | 


PE itocvetuichedttinichnhuednwnmenionedinaeh wien 


3. Loan guaranty: 


(A) TGeROOG CUOTINEINS a nsisnccncccdobkbdhecwussdacaswa | 


(6) Guaranty losses 


(c) Loans and property acquired. -.......-..---......- .| 


Total loan guaranty 
4. Housing grants for disabled veterans 


| 10,320, 011 | 


955 estimate | 1956 estimas 


$59, 400, 000 | 

38, 700, 000 
3, 960, 000 | 

393, 388, 567 | 


495, 448, 567 | 588, 95 


at 
9,065, 000 | 
1, 290, 600 | 


10, 355, 600 | 


| 24,913, 245 | 
4,370, 445 | 
15, 356, 466 | 


oa 


44, 640, 156 | 
5, 250, 735 | 


21, 966, 250 
5, 509, 600 


aia i oie es ks oe 604, 330, 433 





Samyperione by oPpects 


z SS | A ees | 
Object classification | 1955 estimate 


1954 actual 


1956 estime 





$500, 958, 167 . $593, 876 
32,321,850 | 34.22 


Grants, subsidies, and contributions 
12. Pensions, annuities, and insurance claims 


| $575, 283, 511 
30, 046, 922 
604, 330, 433 


GN OD di ois Sie tnesennsaue ns ite | 533, 280, 017, | 628, 097 


Analysis of expenditures 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate 1956 estimate 


$3, 114,977 | —$6, 426, 856 | —$5, 000, 00 
588, 759,687 | 533,280,017 | 628, 097,00 
| | 


Obligated balance brought forward _- -_-------- 

Obligations incurred during the year__ : 

Obligations transferred from “on eterans miscell: ineous bene fits, 
Veterans Administration,’’ pursuant to Public Law 428 


591, 874, 664 527, 287, 801 623, 097, 000 
Adjustment in prior year obligations —7, 932, 199 |-. os 
Obligated balance carried forward-_- : +6, 426, 856 | +5, 000, 000 | +-4, 000, 000 


590, 369, 321 | 532, 287, 801 | 327, 097, 0M 


Total expenditures_-_- 


Expenditures are distributed as follows: 
Out of current authorizations 
Out of prior authorizations. 


325, 597, 000 


-|} 590, 369, 321 (53; 987, 801 "500, 0 


Mr. Tuomas. Gentlemen, will the committee please come to order. 
Let’s take up Readjustment Benefits. First we will consider the 
administrative expenses and then go into the overall program. 


DEPARTMENTAL ADMINISTRATIVE EXPENSE FOR VOCATIONAL 
REHABILITATION AND EDUCATION 


Mr. Reporter, will you insert at this point in the record the table on 
page 5-14. 
(The table referred to follows:) 


last 


ann 


r 


Dey 


tati 


‘the 


sar’) 
tral 
1Ze( 
aint 
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Assistant De p ity Administrator 


S658 669 


Veterans Benefits, Departmental 
for \ ocational Re habilitation and Education, 


ent of 


Increase (+) 
decrease {( 
1956 over 
155 


Estimated 
fiscal year 


1955 


Estimated, 
fiscal year 
1056 


Actual, fiscal 
year 1954 


ie employment: 

nm diate Otflice 
ational Benefits Service 
ounseling Service ; " 
ducation and Training Service 2 14 
ning Facilities Service ' 33 9 oF 
irch and Evaluation Service_-__- 16 i4 
123 


103 


otal average employment 09 


Obligations j 
01 Personal services_ -- 
07 Other contractual services_-_----- 47, 


$746, 487 
246 


$666, 396 


50, 000 


$636, 669 
22, OOU 


—$95 797 


iad 


23, OOO 


798, 733 712, 396 658, 669 53, 727 


Total oblitgations 


Mr. Tuomas. This deals with administrative expense. It shows in 
the Office of the Administrator in the District of Columbia, 99 em- 
ployees, against 103, for last year. That is departme ntal. The 
annual cost is $658,669, for 1956, against a decrease of $53,727 from 
Plast vear. 

The justification states : 

“This Assistant Deputy Adminstrator is the staff assistant to the 
Deputy Administrator for Veterans Benefits on Vocational Rehabili- 
tation and Education activities. The functions of this office include 
the establishment of policies and development of procedures neces- 
sary for the proper execution of the program to provide education, 
training, and vocational rehabilitation to eligible veterans as author- 


ized under parts VII and VIII, Veterans Regulation No. 1 (a) as 


amended, and Public Law 550, 82d Congress, as amended.” 


FIELD ADMINISTRATIVE EXPENSE 


Mr. Reporter, will you insert page 5-43 in the record at this point, 
dealing with the field, which shows an overall cost for the fiscal year 
1956, of $ :26,467.454, which is a decrease of $1.283.391, against 1955 
We have total employment in the field for 1956, of 3,308, which is a 
decrease of 234, against 1955. 

(The information requested follows :) 
Field—Vocational Rehabilitation and Education 


$ 26, 167, 45 , 


Department of Veterans Benefits, 
Division, 


\ 


Increase (+ 
decrease ( 
1956 over 
1955 


Estimated, 
fiscal year 
1956 


Estimated, 
fiscal year 
1955 


Actual, fiscal 
year 1954 


Average employment 3, 542 3, 308 — 234 


Obligations: 
01 Personal services pis -| $20, 377, 785 $17, , 828 
02 Travel: 


$16, 568, 409 $1, 076, 419 


Employee 
Beneficiary 
03 Transportation of things 
07 Other contractual services, total 


Handling charges 

Counseling fees 

Reporting allowance _- 

Miscellaneous contractual services 
il Grants, subsidies, and contributions 


Total obligations 


50, 000 
343, 000 
2, 400 

3, 217 
362, 600 
, 453, 000 


, 414, 617 
3, 000 


2, 577, 400 


27, 750, 845 


940, 000 
313, 000 
2, 200 
6, 066, 445 
201, 

1, 083, 000 
4, 779, 000 
3, 000 


445 


2. 577, 400 


26, 467, 454 


— 10, 000 
— 30, 000 

— 200 
—166, 772 
—161, 155 
~— 370, 000 
+364, 383 
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OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. You have “Other contractual services” totaling $6. 
066,000, which is a decrease of $166,000. What are the items that go 
to make up those costs? You have it broken down to “Handling 
charges,” “Counseling fees,” and “Reporting allowances.” What are 
those three items? 

Mr. Monk. The handling charges are a 10 percent charge we pay to 
institutions for furnishing books, supplies, and equipment to veterans 
in training, under Public law 346 and Public Law 16. That is dimin. 
ishing, of course, with the number of trainees. 

The “Counseling fees,” the item of $1,083,000, is the amount we pay 
to contract guidance centers for counseling Public Law 16, Public Lay 
346, and Public Law 550 for veterans. The reporting allowances of 
$4,779,000 is the dollar per month per certificate that we pay to the 
educational institution for certifying under Public Law 550. 

Mr. Tuomas. What are the items that go to making up this $1,083, 
000% What do these counseling fees average ? 

Mr. Monk. On the average, $28.50 per case counseled. 

Mr. THomas. What is the nature of the counseling and how does the 
case arise / 

Mr. Monk. The case arises through a veteran who applies for voca- 
tional training under Public Law 16. Before that person is inducted 
into training he is required to go through this counseling process to 
determine his aptitude, and also his interest and abilities in connection 
with the proposed course of training. 

There is a limited amount of counseling in connection with Public 
Law 346 and Public Law 550. That is purely on a voluntary basis, 
except where the veteran has had unsatisfactory progress in a previ- 
ous course and wants to change to a different course. 

Mr. Tuomas. The cases of counseling disposed of on a contract basis, 
38,000 in 1956 as against 51,000 in 1955. You have average cost per 
case, $28.50. You say the increased cost per case disposed of estimated 
for fiscal years 1955 and 1956 is based on a review of the contracts 
actually negotiated. What is the length of time? Give us some 
details about this. 

Mr. Monk. Did you mean the length of time per case counseled ? 

Mr. THomas. Yes. 

Mr. Monk. It takes approximately a day, in most cases. 

Mr. Tuomas. Who does the counseling and what are the qualifica- 
tions of the counselors ? 

Mr. Monx. The contract counselors—they are all employed by 
educational institutions and the qualifications for the counselor are 
equivalent to the qualifications set up by the Civil Service Commis 
sion for counseling in the Government services. 

Mr. THomas. Are they all paid to the institutions where they 20 
to school, or do you go to X school in Y town and do you have to 
get the counselor from X school or what ? 

Mr. Monk. We try to provide the counseling services nearest to the 
home of the veteran. 

Mr. Tuomas. Not the school he attends? 

Mr. Monk. Not necessarily; no, sir. 
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EMPLOYEE TRAVEL 


Mr. Tuomas. You have a large item of $940,000 for “Employee 
travel.’ which is $10,000 less than last year. How do you justify 
1 / 
that! 


Mr. Monk. That employee travel—— 
BENEFICIARY TRAVEL 


Mr. THomas. Beneficiary travel is—— 

Mr. Monk Slightly less. 

Mr. Toomas. It is a whole lot less, isn’t it ¢ 

Mr. Monk. $30,000 less in 1956 and 1955. 

Mr. THomas. Total travel is $313,000, against $343,000. 


EMPLOYEE TRAVEL 


Mr. THomas. What about the employee travel ? 

Mr. Mons. There are two major categories of employee travel in 
Vocational Rehabilitation and Education. One is the traveling 
of the training officer to supervise the disabled veteran in his place 
of training. The other is the travel on the part of the educational 
benefits representative, to visit the training institutions for the pur- 
pose of checking compliance with the law under Public Law 550. 

Mr. TuHomas. This isn’t under Public Law 316 and its extension 
is it? 

Mr Monk. No, sir. 

Mr. Tuomas. Do any of the State committees enjoy any of this 
travel money ? 

Mr. Monx. Not this traveling money; no, sir. You will recall we 
talked about a $2.5 million item yesterday which was paid to the 
States on a contract basis. 

Mr. Tuomas. And that included compensation and travel ? 

Mr. Monk. That is correct. 

Mr. THomas. And there is none in here for that purpose. 

Mr. Monk. None in this item; no, sir. 

Mr. Tuomas. This travel is for the inspectors under Public Law 
516 and its extension ? 

Mr. Monk. Public Law 16, and Public Law 550, with respect to 
checking the institution. 

Mr. Tuomas. What have you spent for this purpose the first 6 
months of fiscal year 1955, for employee travel ? 

Mr. Monk. Roughly a half million dollars. 

Mr. Tuomas. For employee travel ? 

Mr. Monk. In this program. 

Mr. Tuomas. How many people do you have traveling? 

Mr. Monk. From time to time it varies but the number of travel 
days for 1955, is 93,000. 

Mr. Tuomas. How many of your people are traveling in this under 
Public Law 346% In addition you supply travel, now, to the State 
committees. Do you have some of your people traveling here, too? 

Mr. Monk. We have some of our people traveling; yes, sir. 

Mr. THomas. What part of the travel money is used by them under 
Public Law 346 and its extension? 
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Mr. Monk. About a third of this is for travel in connection wit) 
550 and 346, for compliance purposes. 

Mr. Tuomas. How about the rest of it? 

Mr. Monk. Travel in connection with Public Law 16. Travel to 
visit the disabled veterans in training. 

Mr. Tuomas. Why do you need to travel so much under Public Law 
346 when your State committees are doing the inspecting? The State 
committees don’t have any inspection under Public Law 16, do they? 

Mr. Monk. No, sir. They have nothing to do with Public Law 16, 

Mr. Tuomas. Can’t this travel item be “substantially reduced with- 
out hurting anything or anybody ? 

Mr. Monx. W ell, we did not do it, Mr. Thomas, before 550 was 
passed and we had a lot of trouble under Public Law 346. We be 
lieve this money that is being spent subsequent to the enactment of 
550, to check on these inst itutions to see that they are complying with 
the 1 requirements of 550, is money well spent. 

Mr. Tuomas. Do you have any beneficiary travel under 346 or is it 
all under 16? 

Mr. Monk. It is practically all under 16. There is some little bit 
under 346. 

Mr. Tuomas. How much? 

Mr. Monk. It is a negligible amount ? 

Mr. Tromas. You say “travel authorizations are issued to Public 
Law 16 and Public Law 894 veterans who are required to travel to 
regional offices, guidance centers,” and so forth, “who require travel 
for induction; * * * authorizations to travel to the place of counsel- 
ing are also issued in the case of required counseling for disabled 
veterans training under Public Law 550. To those who desire to re- 
enter training,” ‘and so forth 4 

Mr. Monx. I want to correct myself. I said there is very little 
under 346. There is no beneficiary travel under 346. 

Mr. Tuomas. I was going to say I don’t see it set out, here. 

Mr. Monk. No, sir, there isnot. Under 550 there isa small amount. 

Mr. Tuomas. How much have you expended for the first 6 months 
of 1955 for beneficiary travel, now ? 

Mr. Monk. $211,000, through December. 

Mr. THomas. $211,000. 

Mr. Monk. Yes, sir. Our statement for 1955 may be a bit low. 

Mr. Tuomas. A bit low? At the rate you are going now, it is half 
a million dollars high. It is $450,000 high. 

Mr. Monk. Beneficiary travel ? 

Mr. Tuomas. That is what I am talking about. 

Mr. Monk. $343,000 is the estimate in here. 

Mr. Tuomas. I beg your pardon. I am looking at the $950,000 
item. 

You have already committed $211,000? 

Mr. Monk. Yes, sir. 


GRANTS TO STATE COMMITTEES 


Mr. Tuomas. How about the grants and subsidies of $2,577,000 with 
an identical figure for 19564 What is that? 


Mr. Monk. That is the payment to the State that we discussed 
yesterday. For approval and inspection of training institutions. 
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Mr. Tuomas. What is it doing here, then / 

Mr. Monk. It is in connection with the vocational rehabilitation 
and education program. 

Mr. Tuomas. Is it not set out here separately, even though it was 
in your big table ¢ 

\ir. Monk. That is correct, sir. This supports the big table. 

Mr. Tuomas. Is this the item you can cut in half without hurt- 
ing any State. 

Mr. Monk. They wouldn’t agree to that. 

Mr. Tuomas. Why not‘ 

Mr. Stone. They keep asking for more. 


HANDLING CHARGES ON TRAINEE BOOKS, AND SO FORTH 


Mr. Tuomas. Now this figure of handling charges is down. $9.9 
million in 1954, $5.2 million in 1955. Now you cut it down to $2.9 
million in 1956 ¢ 

Mr. Monk. Yes, sir. That expense is in direct relationship to the 
number of veterans in training in schools under Public Law 346. 

Mr. Tuomas. You say the obligation in total for 1954 is $734,000, or 
74 percent of the cost of the books. Supplies and equipment for 
Public Law 16, Public Law 894, and Public Law 346 trainees. Where 
are these costs set out for your books and supplies? 

Mr. Monk. They are set out under the readjustment benefit appro- 
priations. 

Mr. THomras. Can you put your hand on the page right quick ? 

Mr. Monk. Yes, sir; on page 12-5. 

Do you have 12-38 there? 

Mr. THomas. Which of these accounts are you charging it to “Bene- 
fit,” or “Administration” ? 

Mr. Monn. We are charging the $201,000 handling charge to 
“Administration.” 

Mr. Tuomas. And the big item of $5 million, for books, you 
are charging to “Benefits” ¢ 

Mr. Monk. Yes, sir. 


WORKLOAD OF VOCATIONAL REHABILITATION AND EDUCATION DIVISION 


Mr. Tomas. Well let’s take a look at the workload right quick. 
That is on page 5-44 and 5-45. 

Mr. Reporter will you be good enough to insert in the record at this 
pomt, pages 544 and 545. 

(The information referred to above follows :) 


The funds requested for this activity are required to cover the cost of field 
operations in connection with the rehabilitation of disabled veterans in training 
under Public Law 16, 78th Congress, as amended, and in connection with the 
education and training of veterans pursuing courses under the provisions of 
Public Law 846, 78th Congress, aS amended, and Public Law 550, 82d Congress, 
as amended. 

The primary workloads of this phase of the veterans benefits program consist 
of the number of weterans who apply for, or avail themselves of, training under 
the aforementioned laws. The following tables provide a 3-year comparison 
of these major workloads expressed in terms of monthly average number of 
Veterans in training and number of cases of counseling disposed of : 


58616—55—pt. 226 


- 





| 


Actual fiscal | 
year 1954 | 


Estimated | Estimated 
fiscal year fiscal year 
1955 | 195¢ 


A. Average veterans in training: | 

Public Law 16: 
Schools of higher learning janie 3, 541 2, 400 
Schools below college level ‘ x 3, 549 3, 500 
ETRE SINT. cnnnnncmencvussuns eJ 5, 475 2, 700 

Pe  iicbccncduutedennacetan TELE as 3, 787 | 2, 300 | 


Average Public Law 16 F PS 16, 352 


10, 900 | 


Publie Law 894: 

Schools of higher learning Seiten Abele waned 2, 982 4, 700 | 
Schools below college level_......-- ee 2, 209 4,000 | 
Institutional on-farm _- ; Creseeeee 521 | 1, 200 
Job training ; atest te 1, 803 3, 100 





Average Public Law 894._.....-.-.---..---------| 7, 515 | 13, 000 
Total Public Law 16 and Public Law 894 23, 867 23, 900 | 
Public Law 346 saetaaieriginepaceenentinliaianeties aaa 

Schools of higher learning ete eod * 83, 701 14, 000 
Schools below college level rae : gg 59,817 | 26, 000 | 
Correspondence schools below college level ae ae 77, 491 | 44, 000 | 
Institutional on-farm ----- oo ; 53, 241 | 15, 000 | 
Job training. ........-.. i ae ae a 14, 165 3, 000 


Average Public law 346... ............... sah 288, 415 | 132, 000 
Public Law 550: 


Schools of higher learning SM he eek 100, 464 | 166, 000 
Schools below college level___- ‘ 62, 381 123, 000 | 


77 


Correspondence schools below college level-_- - -.---! 5, 277 13, 000 | 
Institutional on-farm_._...--...-.-- s 11, 374 27, 000 
pS eee a ete See eer Ce aed 37, 998 56, 000 


Average Public Law 550... ...............--..-..-| 217, 494 385, 000 


Total Public Law 346 and Public Law ! de 505, 909 | 517, 000 | 
Total monthly average—All laws-. ---- | 529, 776 | 540, 900 | 
B. Cases of Counseling disposed of: 
UN 23, 923 14, 000 | 
Public Law 894 oe ee ee a ee ae 24, 095 27, 000 
Public Law 346_____--- - 4, 489 2, 000 
Public Law 550__.- 46, 503 60, 000 | 


Ee sic inna Sacabnaiae as chataeh~ ageceawanel 99,010 | 103, 000 | 


Mr. Tuomas. Public Law 16, that is for the disabled. 

Mr. Monk. Under World War II. 

Mr. Tuomas. You break that down into schools of higher learning, 
schools below college level, institutional on farm, and job training. 

Those classifications dropped from 16.3 in 1954 to 10.9 in 1955 and 
5.5 in 1956. 

What is Public Law 894? 

Mr. Monk. That is the extension of Public Law 16 for the Korean 
veterans. 

Mr. Tuomas. When was that passed ? 

Mr. Monk. The latter part of 1950. 

Mr. Tuomas. Have these benefits been extended since the cutofl 
date to include the vocational people? The cutoff date came when, 
January 31? 

Mr. Stone. Yes. 

Mr. 'THomas. Benefits were granted to the college group, if they 
entered the service before that date. Now, have these benefits been 
granted to other than college—the vocational boys, the on-the-job 
training boys, and the institutional onfarm training? 

Mr. Monk. Under Public Law 16 there was not a cutoff date. 
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\fr. THomas. No cutolf date ? 

\r. Monk. No, sir. 

Mr. Tuomas. How about the fellow who gets out of service after 
‘he cutoff date is announced by the President ? 

Mr. Monk. That does affect Public Law 16. 

Mr. Tuomas. It doesn’t require any additional legislation? Does 
he get those benefits, in other words ¢ 

Mr. York. Eligibility for benefits under this law 

Mr. Tuomas. Is bound to be what, disability ? 

Mr. York. That is one of the requirements and it must be acquired 
oor prior to the date of the present program language. 

Mr. THomas. Suppose he goes in after the P resident’s 

Mr. York. Then he would have nothing under this law. 

Mr. Tuomas. Is it desirable that the be nefits here be extended? 

Mr. York. I don’t know that I could answer that intelligently be- 
cause it involves a national policy question of peacetime service, con- 
nected with the draft and compulsory reserves during peacetime. 

Mr. Tuomas. If he goes in on the 29th and is disabled on the 30th 
he gets this benefit but if he goes in the 29th and is disabled the 2d 
of the following month he doesn’t get it ? 

Mr. Yorx. That is right. 

Mr. Tuomas. What is the prospect for further decreases in your 
workload here in view of the fact that the President’s cutoff date cuts 
off these benefits? Unless he is wounded the day the cutoff date 
applies. 

Mr. Monk. They will eventually decrease. 

Mr. THomas. That i is bound to come about, is it not? 

Mr. Monk. Yes, sir. 


MONTHLY AVERAGE NUMBER OF VETERANS IN TRAINING 


Mr. Tuomas. What is your actual enrollment, as compared to your 
estimate for 1955? These things are pretty hard to estimate and 
you have to do the best you can. Sometimes you miss. How well 
did you fare this year, fiscal 1955, the first 6 months? 

Mr. Monk. You are talking about that 10,900 figure, now? 

_ Mr. Tuomas. Yes. You are not thinking of a deficiency for this 
item, are you? 

Mr. Monk. No, sir. At the end of January, on an accumulated 
monthly basis, our budget estimate was 81 400 student months of 
training and we had actually expended 82,275, so that we are slightly 
over, 

Mr. Tomas. Your figure, here, i is not based upon a monthly situ- 
ation but the number of veterans going into training? 

Mr. Monk. This is an annual average figure ? 

Mr. Tomas. Is this 10,900 based upon 10,900 veterans going into 
(raining on a 12 months’ basis, a 9 months’ basis, or a 6 months’ basis? 

Mr. Monk. It is the average number of veterans in training at the 
end of each of the 12 months. 

Mr. Tuomas. Figure it any way you want to. Did you hit the 

nail on the head with your estimate of 10,900? 

Mr. Monn. We are very close. 

Mr. Tuomas. Over or under? 

Mr. Monk. We are a little bit over. 
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Mr. Baker. ¥ December 31, we had under Publie Law 16, 12,252 jy 
training and on January 31 there were 11,591, which is a little above 
the average for the year. It will come down somewhat perhaps by 
the end of the year. 

Mr. Tuomas. How about your Public Law 894% That is the 
Korean—— 

Mr. Monk. We are right on the button. At the end of January 
1955 we were exactly where this estimate puts us. 

Mr. Tuomas. Then for a tot: al, here, of your Korean and your old 
Public Law 16, you show a dec ‘rease of about 2.900 for 1956, which 
gives you in round figures, 21,000; is that correct ¢ 

Mr. Monk. That is right. 

Mr. Tuomas. What is your cost other than your administrative 
costs ¢ 

Mr. Monk. Do you mean benefits payments? 

Mr. Tuomas. Yes. Where is it? You have Publie Law 346 and 
this extension. Where is Public Law 16 and its extension ? 

Mr. Monk. Page 12-4. 

Mr. Tuomas. Yes, here it is. 


TUITION COST OF PUBLIC LAW 16 AND PUBLIC LAW 894 


Mr. Reporter at this point in the record will you insert page 12-4. 


The estimate requirements for tuition and supplies and materials for Publi 
Law 16— 


and so forth— 


have been determined by projecting the trends observed in 1954 and 1955. These 
expenditures and estimated requirements were 


so-and-so. 
(The page referred to above follows :) 


VOCATIONAL REHABILITATION FOR DISABLED VETERANS 


The estimated requirements for tuition and supplies and materials for Public 
Law 16 and Public Law 894 trainees for fiscal year 1956 have been determined 
by projecting the trends observed in fiscal year 1954 for these benefits. Actual 
expenditures for fiscal year 1954 and estimated requirements for fiscal years 1955 
and 1956 are shown in the following tables: 


| wetims Patimated 
Actual, fiscal Estimated, Estimated, 
fiscal year | fiscal year 


ae 
year 1954 1955 1956 


Tuition: 
Average number of trainees- ---- cc eee cee 18, 277 | 18, 500 | 16, 304 
Average cost_- “ee e ioe i $494. 47 $490 $4 
Total tuition cost__._._....__-- $9, 037, 462 $9, 065, 000 $7, 987, 00 
Supplies and materials: 
Average mumber of trainess..........-.................. 23, 867 23, 900 21, 00 
A verage cost___- cee $53. 74 $54 $54 
Total supplies and equipment_ : : : ; $1, 282, 549 $1, 290, 600 $1, 134, 00 
Total vocational rehabilitation $10, 320, 011 $10, 355, 600 $9, 121, OO 


Mr. Monk. Now, Mr. Chairman, the subsistence part for Public 
Law 16 is on page 11-9. 

Mr. Tuomas. The figures here don’t quite jibe. You have a figure 
here of average number of trainees at 16,300 against a figure over 
here of 21,000. What do you mean by average ? 
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Mr. Monk. That 16,300 figure represents the number of school 
trainees. We don’t pay tuition for on-the-job. 

Mr. Tuomas. Who pays that? 

Mr. Monk. There is no tuition paid for on-the-job training. That 
16.300 is the only 

Mr. Tuomas. You mean there is no tuition, but you pay the sub- 
sistence and the other compensation. 

Go ahead. We will follow you. 

Mr. Monk. The 16,300 is the tuition. Those are school trainees. 
Below that is the 21,000, which is the average number for supplies 
and materials. 


SUBSISTENCE COST OF PUBLIC LAWS 16 AND 894 


The subsistence part of that benefit cost is on page 11-9 and that is 
x26 million for 1956. 

Mr. Tuomas. You tried to hide that figure, did you not? 

Mr. Monx. No, sir. 

Mr. Tuomas. Is this the only place you have it, here in “Compensa- 
tion and pensions”? Why don’t you put it where it belongs? 

Mr. Ketsey. It is paid out of that appropriation and it has to be 
a part of the supporting justification. 

Mr. Tuomas. This drops from $30.9 million in 1954 to $28.6 million 
in 1955 and you have it down to $26 million in 1956. This is noth- 
ing but subsistence ? 

Mr. Monk. That is right. The other cost for Public Law 16 bene- 
fits is $9,021,000 total on page 12-4. 

Mr. Tuomas. That figure is $26 million for subsistence, is that 
right ? 

Mr. Monk. Yes, sir. 

Mr. THomas. Round figures? 

Mr. Monk. Round figures. 

Mr. THomas. And 7.98 

Mr. Monn. That is the tuition. Then there is $1,134,000 for sup- 
plies, making a total of $9,121,000. 

Mr. Tuomas. The grand total then is what? 

Mr. Monk. $35,121,000. 

Mr. Tomas. That $35.1 million for 1956, how does it compare for 
L955 4 ( 

Mr. Monx. It compares to $38,955,600. 

Mr. THomas. How about 1954? 

Mr. Monk. It compares to $41,200,000. 


TUITION COST OF PUBLIC LAWS 16 AND 894 


Mr. Tuomas. How about the tuition cost, here, of $7.98 million. 
An average cost per student of $490. 

Mr. Monk. Yes, sir. 

Mr. Tuomas. How many of these schools do you have, now? 

Mr. Mon. With veterans in training I would judge there are prob- 
ably 1,500. 

Mr. THosas. Do you have a list of them ? 

Mr. Monn. No,ysir. 

Mr. Tuomas. What are the fees you are paying to these schools? 
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Mr. Monk. We pay the same fee that any other student is required 
to pay. 

Mr. Prous. Mr. Chairman, could we ask if any have been opened 
in the last fiscal year ¢ 

Mr. THomas. Yes; how about that? Did you have a limitation o 
it? The law specifically lays down a yardstick—you had to be i) 
existence on a certain day or else you couldn’t get any of this business, 
as wellasI recall. Is that correct ? 

Mr. Monk. There is no limitation under Public Law 16. We don’t 
use a new school under Public Law 16. There is a limitation unde 
Public Law 550—2 years of operation. And there are very few new 
schools, now. 

Mr. Tuomas. Of course, they all came into existence in 1945 and 
1946, 

Mr. Monk. That is correct. 

Mr. TuHomas. How many did you have in those days? 

Mr. Monk. We had over 20,000, 

Mr. THosas. How many of those survived ¢ 

Mr. Monk. The mortality rate was high. 

Mr. Tuomas. Well, how high? You say you are using 1,500, 

Mr. Monk. That is all types of institutions. 

Mr. Tromas. I am talking about under Public Law 16. 

Mr. Monx. [ refer to Public Law 16. That is institutions of 
higher learning and everything. 

Mr. Tromas. Of that 1,500, “how many were in the classification of 
newcomers you might say ? 

Mr. Monx. I would judge there wouldn’t be a hundred of them. 

Mr. Tuomas. Is there any difference in quality of instructions and 
results from instructions now, as compared to 1945, 1946, and 1947’ 

Mr. Yorx. I couldn’t make a factual statement on that. We feel 
that it is. It is mostly the old well-established schools. 

Mr. Monk. It is certainly my opinion that it is better today than 
it was in 1947. 

Mr. Tromas. Does this figure of $490 that you have out here 
what does that cover? It states “Cost.” Is it only tuition ? 

Mr. Monx. Only tuition, yes, sir. 

Mr. Tuomas. How about the Public Law 16 schools? 

Mr. Monk. That would be all types of schools. 

Mr. Thomas. Break down that cost between institutions of higher 
learning and some of the specified schools and vocations. 

Mr. Monk. I can’t do that exactly but I would judge that the in- 
stitutions of higher learning, now: 

Mr. Tuomas. How come you can’t do that? You know that also 
could be a very fertile field for exploration. The public thought 
they were paying some of these newcomers in the vocational schools 
about four times what they were worth. 

Mr. Monk. Yes, sir and I agreed with them. 

Mr. Tromas. I recall that. That is much to your credit. 

How do you break down this $490 now ? 

Mr. Monk. I would have to furnish that. 

(The information requested above follows :) 

Based on available information the estimated average annual cost of tuition 


for institutions of higher learning is $530 and the tuition cost for schools helow 
the college level is $475. 
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rOTAL AVERAGE COST PER PUBLIC LAWS 16 AND 894 TRAINEE 


Mr. Tuomas. When you add up tuition, supplies, materials, travel 
and subsistence, what is the average figure of costs per trainee? 

Mr. Monk. It is about $1,800 per year. 

Mr. Tuomas. That is Public Law 16. 

Mr. Monk. Yes. It is about $1,800 a year. 

Mr. Tuomas. What is it now under Public Law 346 and its 
extension ¢ 

Mr. Monk. Under 346, at the present time—that is the 1956 esti- 
| mate is $730 per year, per trainee, and under 550, it is $1,252 a year. 
The main difference in 346 is that at the present time a large number of 
the remaining veterans in training under Public Law 346 are part- 
time veterans who are drawing either part time, or no subsistence al- 
lowances. Under Public Law 550, the total allowances are paid to the 
man. 

Mr. Tuomas. Of course, to that $1,800 must be added the disabled 
payments, too. 

Mr. Monx. That is possible; yes, sir. 

Mr. Tuomas. Now at what page under compensation and pensions 
did you have that table set out ? 

Mr. Monx. 11-9. 


VETERANS ATTENDING SCHOOL UNDER PUBLIC LAWS 346 AND 550 


Mr. Toomas. Now turn to Public Law 346. We have already in- 
| serted page 5-45, which details or deals with schools of higher learn- 
ing—44,0000 for 1955, 22,000 for 1956. Correspondence schools be- 


low the college level, same figure. 
| You re: lly. have some identical figures, here. On-the-job training— 
} you have 3,000 for 1955, and 1,000 for 1956. 

Your total under Public Law 346 is 132,000 for 1955, against 60,000 
for 1956. And Public Law 550, that is the extension of 346, isn’t 
It 

Mr. Monk. Yes, except that it is a changed law. 

Mr. Tuomas. What change occurred ? 

Mr. Monk. The big change was, under 346 we paid the veteran a 
subsistence allowance and the school for tuition and supplies. Under 
000, We pay the veteran everything. 

Mr. Tuomas. And he does his own paying ? 

Mr. Monk. That is right, sir. 

Mr. Tuomas. Dollarwise there—was there any noticeable change? 

Mr. Monk. In the total cost? 

Mr. Tuomas. Yes. 

Mr. Monx. So far, not materially. 
| Mr. Tuomas. But it certainly gives the veteran more freedom and 

feeling of independence. It is his money and he can spend it where 
he wants to. 

' Mr. Monx. In individual cases there would be a difference in the 
allowances under the two laws. 
| Mr. Tuomas. I think it would be well to repeat, separately, page 
»45 at this point. 
(The page referred to follows: ) 





SS ee eee 


| | 
| Actual. Seeal feet aor fl E “ya 
year 1954 1955 : sca 


Public Law 346 | 
Schools of higher learning = $83, 701 $44, 000 
Schools below college level___. 59, 817 26, 000 
Correspondence schools below college level. - ee 77, 491 14, 000 
Institutional on-farm ___.......__-. ca yA me 53, 241 15, 000 
Job training ee oe 14, 165 31, 000 
Average, Public Law 346 ae dues cea! 288, 415 | 132, 000 | 
Publie Law 550: | 
Schools of higher learning~.__- 5 waitin wate ued 100, 464 166, 000 
Schools below college level : 62, 381 123, 000 
Correspondence schools below college level _-__- rans 5, 277 13, 000 
Institutional on-farm - : bate 11, 374 | 27,000 | 
Job training _ ‘ ae 37, 998 | 56, 000 
Average, Public Law 550___.......__.__- 385, 000 
Total, Public Law 346 and Public Law 550 517, 000 


Mr. Tuomas. The overall breakdown under Public Law 346 ani 
the extension 550, is $495,000 for 1956, against $517,000 for 1955. 
Mr. Stone. The total is $495,000 for the two laws. 


TOTAL COST OF VETERANS ATTENDING SCHOOL UNDER PUBLIC LAWS 34! 
AND 550 


Mr. Tuomas. We are talking of Public Laws 346 and 550. Wher 
is the dollar figure for that? 

Mr. Monk. That is on 12-3, sir. 

Mr. Tuomas. Insert page 12-3 at this point. 

(The above page referred to follows :) 


| 


| Actual, fiscal| Estimated, | Estimated, 
1954 | fiscal 1955 | fiscal 19% 





Public Law 346: | 
Subsistence allowance. __. sak Di taal _..| $153, 335, 534 | $59,400,000 | $24, 000, 
Tuition ait toch Ke tidediedars Waka inaen ‘se a) 85, 804, 863 | 38, 700, 000 | , 100, 0 
Supplies and materials_. ; Rckibecion 8, 641, 314 | 3, 960, 000 1, 806 

Total, Public Law 346 3 ie ie e--ee-ee-----| 247,781,701 | 1628, 060,000 | 3, 500, i 

Public Law 550: Education and training allowance_____...__.| 296, 337,830 | 501,388,567 | 544, 750,00 

nical co tcectitcnacnseens| ‘Cp kay One: ) COm mae ome 


The above estimates for fiscal years 1955 and 1956 are based on the followin: 
estimated average number of trainees and average costs per trainee: 


Actual fiscal year | Estimated fiscal | Estimated fiscal 
1954 year 1955 year 1956 


Trainees Cost Trainees | Cost | Trainees | 





Public Law 346: 
Subsistence. _- eee a 288, 415 $531.65 | 132, 000 $450 60, 000 
Tuition '__ 24 ss sb slas cocina Bab cates eb 312.87 | 129, 000 | 300 | 59, 000 | 
Supplies and materials ‘ : .-.--| 288,415 29. 96 32, 000 | 30 60, 000 
Public Law 550: Education and _ training | | 
allowance. _- -------| 217, 494 | 1,362.51 | 385, 000 1,303 , 435, 000 


1 Excludes job trainees. 
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Mr. THomas. You have that all on one sheet this time ? 

Mr. Monk. Yes, sir. May I remind you that on the 1955 column 
totaling $603.448,567, we pointed out at the beginning that we con- 
templi ited a supplemental appropriation of $108 million and the sup 
nlemental before you is $155 million which is an increase of $47 million. 
* Mr. Putizuirs. You mean the $108 million is in that figure ¢ 

Mr. Monk. In the $603 million. 

Mr. Tuomas. It should be a total of $650 million, for round figures, 
then. and it is there. It is $603 million and should be revised to $650 
million for 1955. And the total for fiscal year 1956 is $558,250,000, 

Let's break this down into subsections. Do you add anything for 
the figure $59,400,000 for subsistence / 

Mr. Monk. No, sir. 

Mr. THomas. That is cut better than half in two—S$24 million for 
1956. 

Tuition is $38.7 million and it is down to $17.7 million for 1956. 
The total is $102 2 million against $43.5 million. That is for subsistence, 
tuition, supplies, and materials. 

Now your education and training allowances under Public Law 
5dU is $501,388.567 for 1955 against $5544.750.000, 


TOTAL AVERAGE COST PER TRAINEE UNDER PUBLIC LAWS 346 AND 550 


What is your average cost for a trainee? 

Mr. Mon. In 1955 the average cost per trainee is $780, and for 
1956 we estimate it to be $730. For 1955. under 550, we estimate the 
cost to be $1,303, and for 1956, $1,252. 

Now the reduction in the average cost under 346 is largely due to 
the fact that a further shift to part-time training is made. 

Under Public Law 550, the reduction from $1,303 to $1,252, is due 


| to the fact that under 550, under “Institutional on-the-farm training, 


and on-the-job training,” there is a decreasing allowance for the vet- 
eran as his course progresses, and we feel 


BASIS FOR DETERMINATION OF TUITION COST 


Mr. Tuomas. Your tuition cost here is $300 against what under 
Public Law 16—— 

Mr. Monk. $490, sir. 

Mr. Tuomas. Why the difference ? 

Mr. Monk. The difference in Public Law 16 is due to the fact that 
we have only full-time training in Public Law 16. We do not permit 
part-time training. Whereas under Public Law 346, part-time train- 
ing is permitted and these aver: ige figures are not converted to a full- 


! time basis. 


Mr. Tuomas. Do you mean lesser schools char ge a bigger tuition fee 
than the universities ? 

Mr. Monk. No, sir, that is not the case but if the veteran takes a 
full-time program his tuition is more than if he takes a half-time, or a 
fourth-time program. 

Mr. Tuomas. Under Public Law 346 it is$300. Isthat right? 

Mr. Monx. That is correct. 

Mr. Thomas. What is it under Public Law 16? 
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Mr. Monk. $490. Under 346, that is the arithmetical average coy 
for the total number of veterans in institutional training and thos 
inclide a substantial number of part-time trainees. Whereas in Pu) 
lic Law 16 we did not have any part-time trainees. They are all fy 
time. 

Mr. Tomas. I wonder if it is that simple. 

Mr. Monk. Yes,sir, it is just that simple. 

Mr. Tromas. Many are going to a higher institution of learning 
where they take 2 or 3 courses, each course taking an hour. That is: 
hoursa day. If you go toa vocational school, how many hours does }\ 
put in ¢ 

Mr. Monk. Ordinarily 5 or 6. 

Mr. Trromas. That is the difference between $300 and the $490 ww 
cost ? 

Mr. Monk. No, sir, that isn’t what makes the difference. 

Mr. Tuomas. What is it? 

Mr. Monk. It is the part-time against the full-time training. 

Mr. Tuomas. What difference does it make to a school whether 
man goes to school 2 hours a day and works or just goes to school a) 
doesn’t work ? 

Mr. Monk. If a veteran enrolls in a university and takes a full-time 
course the charge for tuition would be, say, $200 at a State institutio 
or maybe a private institution. 

If another veteran only took—— 

Mr. THomas. How many courses do you call a full-time course, now 

Mr. Monk. In an institution of higher learning we consider 1 
hours. 

Mr. THomas. A week? 

Mr. Monk. A week; that is right. 

Mr. THomas. How many courses is that ? 

Mr. Monk. Thatis from 3 to 5. 

Mr. Thomas. C ertainly no more than five in a good school, is it ? 

Mr. Monk. No, sir. 

Mr. Tuomas. Now what about in the vocational schools ? 

Mr. Monk. In the vocational school, attendance is on a clock-hou! 
basis. Training is on a clock-hour basis. Full-time training is not 
less than 30 clock hours a week in certain types of schools, and in 
other schools not less than 25 clock hours per week. 

Mr. Tuomas. He would put in 30 to 40 percent more time in a voea- 
tional school than in an institutional school of higher learning. 
wouldn’t he? 

Mr. Monk. In the actual classroom and laboratory; yes, sir. 

Mr. THom. My Doesn’t that account for the cost ? 

Mr. Monk. No, sir. 

Mr. THomas. How else can it be, then ? 

Mr. Tuomas. Are you still speaking of this difference between $30) 
and the $490? 

Mr. Tuomas. Yes. 

Mr. Monx. The tuition paid for a veteran under Public Law 346 
and Public Law 16 is generally the same for the veterans taking the 
same courses. But in Public Law 346 we have many veterans taking 
less than full-time courses. 

Mr. Tuomas. You are talking about in the same institutions where 
they offer both courses ? 

Mr. Monr. Yes, sir. 
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Mr. TuHomas. An institution of higher learning makes its charge 

<«{ upon a course; is that right? 

\ir. Monk. That is correct, or upon a credit hour. 

The tuition in an institution of higher learning on a credit basis 
will run somewhere between $7 and $12 a credit hour. Whereas, in 
one of these schools of lower than higher learning, the tuition on a 
clock-hour basis is anywhere from 40 cents to 60 cents an hour. But 
they are not the same hour that we are talking about. 


PHILIPPINE HOSPLTAL CONSTRUCTION 


Mi. Yares. I would like to turn back to the appropriation for the 
Philippines, for a moment, the justification for which appears on page 
16-1. Lshould lke to ask about the status of the construction. 

How much has been spent up to the present time? You testified 
about. it this morning, I think. 

Mr. Enear. The construction is under way now and should be com- 
pleted by the latter part of July. The total contract is $7,426,738. 

Mr. Yates. Why doesn’t that figure appear in the justification 
The page in the justification doesn’t show what the amounts are. 

Mr. Monk. A prior year appropriation. That money was appro- 
priated. 

Mr. Yares. In prior years / 

Mr. Monk. Yes, sir; and carried over. 

Mr. Yarrs. It doesn’t show how it has been spent, though, does it, 
in the justification ¢ 

At any rate, how many phases are there in this construction pro- 
gran ¢ 

Mr. Evcar. There are two phases, sir. The first phase is to make 
an operable hospital. It was put in two phases, due to the distance of 
the project, which is time-consuming for administration between the 
Phil ippines and here, and not knowing the status, exactly, of the con- 
tractors and the bonding companies, it was decided to put it into two 
phases. 

Then as they progressed, and the progress was good, they started 
to put in requests for additional portions of the second phase. 

Mr. Yares. When was that second phase undertaken ? 

Mr. Enear. The second phase consisted of the nurses’ home—that is 
the additional 

Mr. Yarrs. What is being done? You say the second phase was 
begun. What was begun? When was it begun ? 

Mr. Epgar. The nurses’ home 

Mr. Hictny. He wants to know when. You are on that right now. 
The second phase is going on right now. 

Mr. Epne@ar. I am try ing to think of the date, sir. It was after the 
job was 60 percent done, we felt we could start the second phase and 
I think it was about 90 days ago. 

Mr. Yarrs. Why did it take so long? I notice from the justifica- 
tion that approval was granted during the 80th Congress. The hos- 
pital was first advertised for bids approximately 2 years later, in 
November 1951. The bid was thrown out at the suggestion of the 
Appropriations: Committee, and we are now only 60 percent complete 
with the hospital, because you have just moved into the second phase 
3months ago. Why has it taken so long? 
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Mr. Hietey. I think Mr. Thomas knows all about this. The firs 
bids were so high they had to throw everything out and more or less 

start over again, to get within the money which Congress was willing 
to spend. 

Now, when they started the $9,400,000 job, they had to be sure, using 
foreign contractors, and the job being far from here—although we are 
responsible for saying that the job is done well, they decided they 
would bite off what would be an operable hospital and hold off on the 

rest of it to be sure they would end up within the money appropria 
and get an operable hospital. 

Now, they have done so well and we are far enough along that now 
we can add on these other things which they should have, with the 
money that is still left, and we are still insisting that we are going 
to complete the job as it should be completed and within the money 
which Congress provided. 

Mr. Yates. What was the original bid and what was the one that 
was approved ? 

Mr. Stone. The original was $14 million. 

Mr. Yares. And the bid approved was $9,400,000 ? 

Mr. Epear. That’s right. 

Mr. Yares. Isn't that high for a 600-bed hospital ? 

Mr. Scuweickart. One point that might be brought out in this 
connection is that the Veterans’ Administration is not building this 
in the way we ordinarily build hospitals. This money was made avail- 
able by the Congress and has been turned over to the Government of 
the Philippines. The Government of the Philippines hired their own 
architects to design this job, using our technical advice. 

The hospital could not be built within the limit of $9,400,000. There 
was also not enough competition indicated in the first bidding, so the 
Congress advised that the Veterans’ Administration make another 
attempt to build the hospital within the original sum allotted. On 
that basis, the design was restudied, with the help of the Veterans 
Administration, and new bids were taken then on the basis of per- 
mitting local contractors to undertake the construction, since it was 
broken into units, none of which exceeded approximately $1 million 
in size. ‘That made it possible for the contractors in the Philippines. 
to bid on the work. The first contracts covered the basic hospital and 
did not include these related buildings, the home for the nurses, the 
quarters for the resident doctors, the animal house, the laundry, the 
staff quarters and things of that type. So, after the first contracts 
were awarded and work was started, and construction proceeded to 
the point where it became evident that the Philippine Government 
could undertake another increment of this job, the Veterans’ Adminis- 
tration permitted the Philippine Government to award contracts for 
the nurses’ home and the recreational building. That is the beginning 
of the second phase that Colonal Edgar spoke of. 


VA SUPERVISION OF COSTS 


Mr. Yates. When you say the Veterans’ Administration is super- 
vising the job, do you also supervise the costs ? 

Mr. Scuweickarr. We are controlling the expenditure of money 
to be sure that the money goes into the ¢ onstruction of a hopsital. The 
supervision, howev er—that is the supervision as we speak of it when 
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we build a hospital—is under the control of the Philippine Depart- 
ment of Defense, which has awarded the contracts for construction. 

Mr. Yares. What is the nature of your supervision? Do you go 
over the vouchers as they come in to make sure they are in line or what 
do vou do 4 

Mr. Epear. We have three engineers on the job over there, sir, on 
the staff of the manager of the regional office, to advise him as to 
whether plans and specifications are being followed—to guide him. 
It isa very touchy situation. 

Mr. Yates. Is the propriety of the costs something for the Veterans’ 
Administration to pass upon, or is this something that is passed upon 
by the Philippine Department of Defense? Do you just have this 
outside limit that has been given to you by the Congress, namely $9.4 
million. Has the Government of the Philippine Republic been ad- 
vised that this is the outside limit and they are, therefore, taking the 
responsibility of building the hospital within that amount ? 

Mr. Epear. Yes, sir. 

Mr. Yares. Then you don’t pass upon the propriety of any of the 
costs at all, is that correct / 

Mr. EnGar. The cooperation with the Philippine Government has 
been very good and the cooperation between our superintendents and 
the regional office manager and the Government over there has been 
such that we can control that price. 

Mr. Scuweickart. Mr. Yates, another point in that connection: is 
that the vouchers for monthly payments are all prepared with the con- 
currence of our engineers whe are on the site, so I think the answer 
to your question is “Yes,” in that we have reviewed the planning, we 
were instrumental in the revised planning which resulted in the re- 
duced cost. We have controlled the expenditures to the extent of 
requiring that they redesign some of these buildings that would be 
built in the second phase, in order that the $9,400,000 will not be 
exceeded, 

Mr. Yates. Are the costs for construction, there, about the same 
as they are in this country, or higher / 

Mr. Scuwerckartr. They are lower. Labor rates are much less. 

Mr. Stonr. Your question there that you started with, there, as to 
what was shown, it shows that through the fiscal year 1954 we spent 
$3,196,000 when this justification was presented. The balance of the 
$7 million spent to date has been spent since the end of the last fiscal 
year, 

Mr. Yares. Am I wrong in thinking that this is high for a hospital 
of this size? 

Mr. Stone. No. 

Mr. Yates. What would it cost for a comparable building in this 
country ¢ 

Mr. Hierry. $20,000 a bed, probably. 

Mr. Yares. You mean the cost would exceed that of the research 
hospital in Chicago ? 

Mr. Hietey. No, but the way G. M. and S. hospitals are running you 
can figure about $20,000 a bed. 

Mr. Epgar. All the w ay through, sir, the purchase of the land, the 
construction costs and the technical charges, would run around—and 
the initial portable equipment which is roughly $ $1,000 a bed—it would 
run $21,800 per bed. 





1210 


Mr. Yares. Does my memory serve me correctly, was the land give; 
by the Government of the Philippines on this, or did you have to 
buy the land ¢ 

Mr. Enear. That is their property. 

Mr. Yares. So that is not a factor in the construction costs? 

Mr. EnGar. No, sir. 

Mr. Hictry. This is a contract between the Congress and the Goy. 
ernment of the Philippines and you have said to us, “You go over 
there and see that we get our money’s worth,” so we are sort of ay 
overlord for you people. 

Mr. Yates. Do you think we are getting our money’s worth? 

Mr. Hicrey. We think it is being admirably well done. We antici. 
pated some problems but, as a matter of fact, it has been generally 
very nice, clean project and the contractors are dong their work 
well. We are favorably surprised. 

Mr. Yares. You are requesting an overall appropriation of $4,452 
million. 

Mr. Hietry. That’s right. 


AMOUNT OF REDUCTIONS MADE BY BUREAU OF BUDGET 


Mr. Yates. How much did you request of the Bureau of the 
Budget ? 

Mr. Baker. $4,557,078,000. 

Mr. Yares. You were cut approximately $100 million ? 

Mr. Baxer. $104 million. 

Mr. Yates. Where did those cuts take place ? 

Mr. Baxer. Almost $8 million in general operating expense. $11, 

294,000 in compensation and pensions. 

Mr. Yates. That will have to be paid later, won’t it ? 

Mr. Baker. That’s right. It is a matter of judgment. 

Readjustment benefits, $57,869,000. Again, it is a difference in the 
estimated load we would have to provide for. Inpatient care, about 
$8 million. Outpatient care was increased $910,000. 

Mr. Yates. Do you mean the Bureau of the Budget gave you an 
increase ¢ 

Mr. Baxer. That was increased slightly to take care of part of the 
dental backlog. We asked them to consider it. 

A reduction in the hospital and domiciliary facilities, construction 
appropriation, about $20 million. The elimination of proposed new 
hospital construction. 

Mr. Yates. Does that make up the difference? 

Mr. Baxer. Generally so. 

There is an increase in medical administration and miscellaneous 
operating expense of $194,000. That was for an increase in research 
activities. There was a slight decrease of $25,000 in maintenance and 
operation of supply depots. 

Mr. Yares. Insofar as your hospital and medical program is con- 
cerned, there was a cut of $8 million in inpatient care. 

Mr. Baker. Yes, sir. 

Mr. Yates. Then the construction of new hospitals account isn't 
included in there, is it? 

Mr. Baker. That is a separate item. 
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REDUCTION IN ESTIMATED COST OF RATIONS 


Mr. YATES. What was the basis for the cut in inpatient care! Did 
vive you any ¢ 

Baker. Principally that they thought the job could be done 

iper, With more economies, and with some slight reduction in esti 

‘ed costs of rations on the assumption that the price index would 
decline further. 

Mr. Yares. Do you believe you can get along w ithout the $8 million ? 

Viv. Baker. As pointed out in the Administrator’s statement, we 

re assuming certain additional costs due to new legislation which may 
make it rather difficult to pay these additional new costs and still 

operate at this figure. However, it is within the realm of possibility 
nil we will do everything we can to do so. 

-Yares. Have you found that ration costs have gone down during 
the ri year ¢ 

Mr. Baker. During the current fiscal year costs have decreased 
slightly. 

The Administrator’s statement pointed out that in the first quarter 
the costs were 97.4 cents for an average ration and during the second 
quarter they were 96.5 cents per ration. 

Mr. Yares. In this for the same type of ration / 

Mr. Baker. That’s right. 

Mr. Yares. Without any diminution in quality at all? 

Mr. Baker. Same quality. 

Mr. Yares. There has been no cut in the standard of food or quality 
of medical care given to the veterans? 

Mr. Baker. To the best of our belief, none. 

Mr. Hiatxy. There is one arbitrary cost involved here: The trouble 
is that you can argue that the cost will be lower, but the proof of the 
pudding is in the eating a little Jater on. It is a little hard to prove 
what they will be. 

Mr. Yates. Particularly rations ? 

Mr. Higtry. Yes. 

[ think there was a 5-cent reduction in the estimate of cost in the 
rations for the NP hospitals. That wasn’t discussed in advance, but 
iis still in here, and that is why I put in this statement that we will 
try to live within that. It isn’t impossible. I am a little inclined 
io say it is improbable, but we will do the best we can on the whole 
ration program, but there is $800,000 involved that we have to pick 
ip on meals through lower food costs. 

Mr. Yares. Speaking as one member of the committee, I certainly 

ant to make it clear that I would protest most strongly if there was 
uy cut in the quality or quantity of care that the patients receive. 
If you ean do it with the reduction, good enough ; but I think cert: ainly 
the patient shouldn’t be made to suffer because of the compulsion of 
‘he Bureau of the Budget. 

Mr. Higney. On the other hand, undoubtedly there are improve- 
iients that can be made, and we want to get them if it is possible. 

Mr. Yares. I think that is true, but I don’t think this should be 
) ‘ohe at the expense of the veteran patient. 

Mr. Hietry. That is understood. 
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NEED FOR HOSPITAL MODERNIZATION PROGRAM 


Mr. Yares. I had an oceasion to visit Downey Hospital last fa] 
and to talk to the manager. He took me on a tour of the installa. 
tion. There are some buildings there which are firetraps. Whe 
are you going to replace those buildings? 

Mr. Hictry. I would like to answer that in the overall. 

Mr. Yarrs. All right. Will you get specific about Downey later! 

Mr. Hictery. I'll not get specific about Downey. I'll leave that ty 
these gentlemen, but I would like to ‘speak to the overall. We have 
leveled off on new construction. It is a plateau we have reached i 
needs, as well as what Congress intended us to do. However, we have 
accumulated a lot of needs for rebuilding and for taking care of 
obsolescence and firetraps and old buildings that you have been talk. 
ing about. We must do something about that. 

Now, we have, for instance, I believe it is nine, cantonment-type 
hospitals which not only are difficult to operate but they are expensive, 
they are firetraps, and we have spent a lot of money trying to get 
away from fire hazards, but then if we are going to occupy them of 
sometime in the future—in other wor ds, if Congress is willing to s: 
“We are going to do approximately what we are doing now; thie is 
our contr ibution to veterans,” if you want to put it in that sense, then 
we are faced with these many, many repairs and many replacements, 

Now, the thing that has worried me is that there are many places 
that need attention and those are coming in piecemeal, now. You are 
interested in Downey, somebody else is interested in Nashville, some- 
body else is interested in W ashington, Oakland, Cleveland, and you 
start through the list. They are all important. 

As I said in my general statement, I talked this over with Mr. 
Hughes, Director of the Bureau of the Budget, because I can foresee 
we will be faced with a lot of piecemeal legislation that will end up 
in a logjam, I think. I think you get to the point where there are so 
many in there, they are going to kill each other off. I think it would 
be better if Congress would do what they did in about 1946 or 1945; 
look the whole thing over and decide that there is a given amount of 
money that must be used for the replacement of obsolete buildings, 
and then let us prorate that over about 5 or 6 years and methodically 
go to work to put those places in proper condition. 

I think there is something like 8,000 beds involved. 

Mr. Puiuuirs. Did you include Topeka in the list of cantonment- 
type hospitals or have you crossed that off already ? 

Mr. Hietey. Topeka is taken care of. 

Mr. Yates. What happened in Topeka? 

Mr. Putiirs. We appropriated money for the rebuilding. That 
was a contonment type, and I wanted to make sure that he didn't 
include that in his eight cantonment types. 

Mr. Hierry. I think there were 9, but one of them w as Long Beach, 
I believe, in that 9 and we are taking care of half of Long Beach 
already. 

Mr. Yates. You say it is up to Congress to come forward with an 
appropriation. I am told that this condition is one that has existe 
in Downey for 6 or 7 vears, and that the Veterans’ Affairs Committee 
has been given this information time and again by the Veterans 
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Administration. Has this ever resulted in any action by the Congress 
toward replacement of such obsolete hospitals ¢ 

Mr. Hietxy. Outside of these that have been mentioned, like taking 
rare of Topeka, and now you have taken care of Long Beach 

Mr. Yates. This has been taken care of by action of the Appropri- 
ations Committee. 

Mr. Hievey. By direct appropriation for a specific project. 

Mr. Yares. That's right. Now, you are advocating it be done on 
the basis of an overall program, r: ather than by specific hospitals ¢ 

Mr. Hietry. I think we should probably be permitted, with the 
approvi al of those who have everything to say about this—and that is 
why | went to the Bureau of the Budget to start with—to set up an 
K- million-dollar program, the money to be made available over 5, 6, 
i years, and then proceed in a logical way to get this work done. It 
would include certain projects. 

Mr. Yares. Why do you need an authorization by the Congress for 
that 

Mr. Hietey. It takes money 

Mr. Yates. I know that, but isn’t there an authorization for taking 
care of hospitals of this type and all you have to do is to come in here 
and request the money? Or do you need a special hospital construc- 
tion program for this? Isn’t this in the nature of rehabilitation 
rather than new construction 4 

oe Hictey. It is that, sir, but as it is now we get—well, just like 

s lust time, included in the overall program is a certain amount of 
money for the Mount Alto replacement. Well, now, that didn’t get 
hrough, but there may be places that need attention worse than Mount 
Alto. There may be places that need attention worse than Oakland. 

Mr. Yates. Don’t you have to bring those to the attention of our 
committee and aren’t you doing so in this budget ? 

Mr. Hietey. I beg your pardon ? 

Mr. Yares. Isn’t it your responsibility ? 

Mr. Hictey. To provide that idea? 

Mr. Yates. To bring knowledge of that condition to this com- 
mittee and ask us for money to repair it ? 

Mr. Hietry. Absolutely. 

Mr. Yares. Are you doing that in this budget ? 

Mr. Hictry. Not in this budget. 

Mr. Yarrs. Why aren’t you doing that in this budget? 

Mr. Hictey. We aren’t that far in the book. We want to work 
with the Bureau of the Budget, with their approval, to get a program, 
wbout a 5 or 6-year program to onee these properties up to shape, 
wi = their approval and then say, “There is what we recommend,” 

nd then you folks can take the ac cid you think is necessary. 

“Mr Yates. What was this $20 million item that was cut out? 

Mr. Hictey. A good portion of it was replacement of Mount Alto 
Hospital. 

Mr. Yarrs. It was replacement and it wasn’t a new hospital? 

Mr. Hictry. No; replacement of Mount Alto Hospital. 

Mr. Prixips. In a new location? 

Mr. Hictey. In a new location and not even a location that we own. 
On account of the target area. 

Mr. Sronr. It was a new hospital. 


58616—55—pt. 2——-27 
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Mr. Hiciey. It is to be a new building. Entirely new. 

Mr. Yates, What replacement are you providing for in this budget! 

Mr. Ketsry. There is nothing in this budget for new construction, 

Mr. Yares. $3.9 million is all of it, everything is to be taken over 
for the whole hospital setup ? 

Mr. Hiciey. This is a continuing fund. 


MAJOR REHABILITATION AND MODERNIZATION PROGRAM BUDGET 


Mr. Kersey. We estimate $11,500,000 for rehabilitation of existing 
facilities. 

Mr. Yates. Where are you spending it and in what amount? 

Mr. Baxer. $11,500,000. 

Mr. Yates. Can we put this in the record? 

Mr. Tuomas. Yes. 

(The document referred to follows :) 


Hospital and domiciliary facilities appropriation, fiscal year 1956 major rehabilitation 
and modernization program request 


number “Ss —_ 
structed beds : 
(June 30, 1954) oe Project title ! 


—| of dollars) 
Sumber Type 


(1) (3) 


Hospital type and | 
| Total esti- 


Grand total 2 $11, 500.0 


- Bath, N. Y-.....-.--.-- a { 691.2 potesiestion poem, phase o 

' I 383.0 | Expand and modernize present laun- 
- Bay Pines, Fla dry facilities. 

3. Bedford, Mass........-- ‘ ; I 2, 393.7 | Modernization program, phase I. 


- Biloxi, Miss 918.8 | Modernization program, phase II. 
5. Cheyenne, Wyo } 1, 632.0 | Modernization program, phase I. 
. Coatsville, Pa . , 66 380.1 | Modernization program, phase II. 
- Dayton, Ohio 1,418.0 | New recreation and ner building 
r } and connecting corridor. 
- Kecoughtan, Va 922.0 | Modernization program, phase I. 


. Los Angeles, Calif------ 


, 394.5 | New canteen and post office building. 
b BO Fi ici cinwiicencdns 2, 006 N 554.4 | Expand and Modernize Present Laun- 
dry facilities. 
. Northampton, Mass..---- ; N | 385.3 Do. 
2. Roseburg, Oreg N 553.8 | Expand and modernize present kitchen 
and dining facilities, building No. 1. 
3. White River Junction, Vt. 1, 218.6 | Modernization program, phase II. 


In addition to specific items listed above, each project covers any necessary adjustments and related 
work to permit the rehabilitated or modernized facilities to tie in with and function as an integral part of 
existing plants. Even after all projects in this proposed program are completed, standards of affected hos- 
pitals though improved will still in most cases be below those approved for our new hospitals. 

2 Total estimated cost reduced from $11,845.2 to $11,500.0 by overall round off of estimated cost. 


Mr. Yares. How many other hospitals should probably be included 
in this table that appears on page 25 of this large book ? 

I asked where the $11,500,000 was being spent and your associates 
told me they were being spent at 11 lacus Seed on page 25. My next 
question is, what other hospitals need the same type of rehabilitation 
as is being done in those hospitals? 

Mr. Hiciey. There is another list they are projecting for the follow- 
ing year of this same type of replacement. 
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Mr. Yates. Are those cantonment-type hospitals / 

Mr. Hieitry. No; there are about 8 of those, I think. There are 
about 16 hospitals altogether that probably should be replaced in their 
entirety, Or approximately so. So much so that it makes a major pro- 
ect. About 16 altogether. 

Eight of those are the cantonment-type and the others are like 
Mount Alto, and Oakland, and other hospitals. 

Mr. Yares. Have you estimated what it would cost to put Downey 
Hospital in a serviceable condition ¢ 

Mr. Higtey. Well, you could certainly guess at it. How big is 
Downey ¢ 

Mr. Yares. I know they have advanced a program for the last 
o years. 

‘Mr. Puuuirs. 1,251 occupied beds. It is a 2,100-bed hospital. 

Mr. Yates. It is about 95 percent occupied, too. 

Mr. Purixires. It is an NP hospital, also. 

Mr. Yates. And a very crowded one. 

Mr. Pumures. Where 1s it ? 

Mr. Yates. At Great Lakes. 

Mr. Tuomas. About 25 miles out of Chicago. 

Mr. Hietzy. We are preparing Downey to go into the 1957 pro- 
gram. There is a team about to go out there and survey and find 
out just exactly what we would have to ask for and what we would 
have to do out there. 

Mr. Yates. You have sent teams out there for the last 5 years, 
haven’t you? Not you the VA has. 

Mr. Hictey. It may not have been for replacing the whole outfit, 
which is probably the answer. 

Mr. Yates. For what purpose did the teams take the field ? 

Mr. Hietey. Probably to fix up parts of it, with what money that 
might be available. 

Mr. Yares. You haven’t asked for any money for the hospital, 
though. I wonder why you haven’t asked for money for Downey 
Hospital. 

Mr. Higtey. Because there are a dozen or 16 other hospitals in 
exactly the same fix. 

Mr. Yares. For which you haven’t asked for any money ? 

Mr. Hietey. That’s right. 

Mr. Botanp. How old is Downey ? 

Mr. Putiuips. It is over 15 years old. It is one of the older hos- 
pitals. All of our records just show “over 15.” 

Mr. Srong. It was built when they built Great Lakes. I don’t 
know, but it was the same time. It was 1919, or right after World 
War I, 

Mr. THomas. It is one of your oldest hospitals? 

Mr. Stone. That’s right. 


PROGRAM TO ELIMINATE FIRE HAZARDS 


Mr. Yares. I certainly hate to think what would happen if fire 
vroke out in some of the buildings out there, as well as some of the 
other buildings you have. 

Mr. Hietey. We have probably been more alert to the fire hazard 
than almost anything else we have done. We have revamped our 





1216 


whole system for watching those things. We are cognizant of the 
difficulty and we are doing everything we can to be sure that we 
cut the danger to a minimum. 

Mr. Yates. How many of - older- type hospitals that you have 
compared Downey with, are NP hospitals? 

Mr. Hictry. How many NP hospitals are of the same type as 
Downey, in vintage, fire hazard and so forth? How many are in that 

category 7 

Mr. Wotrorp. I think you are talking about those temporary build- 
ings on the left-hand side of the driveway. 

Mr. Yares. Yes. 

Mr. Wotrorp. Those are World War II buildings. 

Mr. Yares. How many such hospitals are there, 14 of them? 

Mr. Wotrorp. No, sir. 

Mr. Yates. How many NP are there? 

Mr. Worrorp. That is the only NP hospital that is of a temporary 
nature. That was tuberculosis and general medical and surgical 
over on that side. 

Mr. Yares. The reason the fire hazard comes to my mind is that 
[ observed when I was there that the doors are always locked. 

I would hate to think of some fire breaking out there. That is why 
[ asked the question as to how many of these hospitals were NP 
hospitals because I think you probably have the same practice at 
your other NP hospitals of locking the doors where your patients 
are. 

Mr. Scnweickarr. You may be somewhat relieved to know that 
we have a project under construction for installing automatic fire 
sprinklers there for over $100,000 in the patient occupied buildings at 
Downey. 

Mr. Yarrs. How much are you spending on your fire safety appa- 
ratus? How much have you spent? Isn’t it cheaper to build new 
buildings than to accumulate year after year the cost of this main- 
tenance and the cost of these installations? 

Mr. Encar. A close survey was made on fire hazard conditions in 
these buildings is at we have now. 

Mr. Yarrs. Then why do you have to send another team out / 

Mr. Epgar. T am talking about the fire prevention program on 
these buildings that are concerning you, sir. Presently there are 45 
projects. 1952 program, 1953 program, the 1954 and 1955 program. 
There are 48 projects that cover 410 ) buildings. 

Mr. Yates. Do you mean throughout the whole Veterans’ Adminis- 
tration progr: am ? 

Mr. Epnear. Yes, sir, and we have under construction now, or under 
installation, 34 projects. Three hundred buildings, now, either have 
gotten the installation, or it is being installed, now, and other projects 
are being awarded practically every month, sir. 

Mr. Yates. What is the total cost of that program ? 

Mr. Enear. Between 6 and 7 million dollars sir. 

Mr. Yates. For the whole program ? 

Mr. Enear. Up through 1955 it is $4,809,000. That is total. 

Mr. Yates. The total cost of rehabilitating those so-called fire 

Mr. Hictry. That is just on automatic fire sprinkler systems, ete. 
A hundred thousand here, a sprinkler system there, and so forth. 

Mr. Yates. For 300 buildings? 
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Mr. Epear. Before we get through it will be 410 buildings. 

Mr. Yates. And the total cost of that will be $4 million / 

Mr. Epear. $4,800,000 is roughly the amount authorized up to and 
including the 1955 program—the total is estimated at roughly between 
6 and 7 million dollars. 

Mr. Tuomas. Every VA installation that you have that was in 
existence prior to your new construction program that went into 
effect in 1945, I believe, each one of those installations has some bar- 
rack-type buildings. You made a study 3 or 4 years ago looking 
toward modernizing all of these old structures and doing away w ith 
some of your cantonment types. I think you came up with a figure 
that would run then into millions upon millions of dollars to do that 
job, 

Mr. Yares. Was there such a study ? 

Mr. Hictey. Yes, sir; there is a program in being right now to do 
approximately what I think Mr. Thomas is talking” about. 

Mr. Yates. Just to replace the cantonment type hospitals ? 

Mr. Hietey. To replace substandard buildings and equipment at 
many of these places, even though they may be relatively new buildings 
within the last 10 or 15 years, “It runs 50 to 55 million dollars. 

Mr. Yates. Why don’t you deal with the older properties first ? 

Mr. Hier. It is actually more than that, but those are the things 
that can be done fairly soon. 

Mr. Yates. Why don’t you deal with the older buildings first? The 
~o-called cantonment-type hospitals that you say should be replaced 
rather than the newer buildings you mentioned ? 

Mr. Hietxy. This is repair of obsolescence and so forth where you 
don’t intend to replace. What I am talking about is where it is 


virtually a replacement of either all or a major portion of the hospital. 
Mr. Puiturs. Like Mount Alto? 


MODERNIZATION PROGRAM FOR DOWNEY HOSPITAL, ILLINOIS 


Mr. Yares. Is it contemplated in your survey today that Downey 
would have to be replaced completely ? 

Dr. Wotrorp. No, sir. 

Mr. Yates. Doctor, what do you propose for Downey / 

Dr. Wotrorp. We propose a betterment and modernization program 
that will run into a number of millions of dollars. 

Mr. Yares. In other words, you have already looked at Downey 
Hospital ? 

Dr. Wotrorp. We made a space survey there during November 1954. 

Mr. Yarrs. Why do you need another team to go ‘out there? 

Dr. Worrorp. We don’t. 

Mr. Hietey. I’m sorry. I thought he told me they were just going 
out. 

Dr. Worrorp. We have the modernization project lined up for the 
IQDT program. 

Mr. Yates. When you say, “lined up,” what do you mean by that 4 
Dr. Worrorp. We have a number of projects which we are consid- 
ering and it will all depend upon the ceiling we get for funds, as to 

just what items we will place in that program. 
Mr. Yares. How much did that survey team report should be 
allocated for Downey Hospital ? 
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Mr. Worrorp. I couldn’t give you that figure, Mr. Yates. 

Mr. Yates. Can you give it to me after you check? 

Dr. WoxtForp. We can get it on the phone. 

Mr. Yates. Can you get that and let me know what the purposes 
of it are? 

Mr. Puinirrs. On these old hospitals I suggest that you should put 
on the record here that where you have a hospital that can be rebuilt 
in that way, you save the cost of the ground, you save all the improve: 
ments that have been made on the grounds, you save the utilities, and 
you have saved other factors which, if you moved to a new location, 
become very marked increased costs. 

Mount Alto, being in the city of Washington, and overcrowded, 
there would be no way in the world in my opinion for it to be re- 
modeled. I think it is out. You could best sell that and move some. 
where else. 

T don’t see why you don’t dispose of Sautelle completely, in Los 
Angeles, and build a new, modern, efficient hospital somewhere else. 
IT believe we can do it with little loss. You have an NP hospital, any- 
way, where we need beds in that area. 

Mr. Yates. I think there is one NP hospital in Wisconsin which is 
the closest one. I don’t recall where it is. 

Mr. Puiurrs. That are is very important and there are many hos- 
pitals where the bed occupancy is only 50 percent. If there is any 
chance for our getting a modern hospital built by Army, Navy, or 
Air Force, or somebody else in the same area which would be satis- 
factory. 

Mr. Yates. This has an occupancy of 97 percent. It was 90 percent 
last year and projected out to 97 this year, I think, which raises an- 
other question I want to go to while he is getting the figure: Dr. Boone 
testified last year that the American Hospital Association had sug- 
gested an occupancy rate of 85 percent. 

Mr. Putuies. That is on G. M. and S. 

Mr. Yates. What should the occupancy rate be on NP’s according 
to the American Hospital Association ? 

Mr. Epear. We will have to get that for you. 

Mr. Hictry. The question that comes up there is, How many patients 
do vou have hospitalized who are there indefinitely ? 

Mr. YAres. Is there no standard that you can apply to a VA hos 
pital that you find applying to NP hospitals? 

Dr. Wotrorp. It would run to 90 or 95 percent. 

Mr. Yates. What do you do with a place like Downey, do you move 
the patient somewhere else? 

Mr. Stone. You do the best vou can. 

Mr. Yares. Downey has the reputation of being one of the good 
NP hospitals in the VA system. T don’t mean by that that some of 
them are bad, but Downey has the reputation of being one of your 
better ones. I know that I receive requests from numbers of parents 
who have NP cases in their families who want to get them transferred 
to Downey. 


VA GUARDIANSHIP CASES 
May T now ask some questions relating to the problem of guardian- 


ships: What is the nature of the guardianships that the VA has! 
What types are they? 
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Mr. Srone. There are all types. The orphans of veterans and 
veterans, themselves. 

Mr. Yates. Incompetents / 

Mr. Stone. Incompetents. Most of them are the wards of children 
of veterans. 

Mr. Yates. How many such cases are handled each year? 

Mr. Stone. We have 337,000 I think right now, of wards. 337,000. 

The actual for 1954 was 326,000, and presently it is running around 
337,000. 

Mr. Yates. I assume some of these are more complicated cases than 
others? 

Mr. Stone. Very much so. There are all different kinds of State 
laws, too. 

Mr. Yates. Wouldn’t it be cheaper for the Veterans’ Administra- 
tion to have these cases handled by lawyers in private practice just 
as dentists and doctors handle your outpatient cases, instead of keeping 
so many lawyers on the payroll ? 

Mr. Stone. It is very hard even to get attorneys to act as guardians. 
We try to do that at times. 

Mr. Yates. Aren’t your guardians members of the family ¢ 

Mr. Stone. Not always. Not always. 

Mr. Yates. Isn’t it an unusual case where a member of the family 
isn’t the guardian ? 

Mr. Stons. No; it isn’t. It is about average. I would say about 
50-50. We have fiduciaries from where the member of the family can 
take care of it, and if it is possible, and if she handles everything 
properly. We have banks and everybody else as guardians. We 
limit them to five wards. They can be guardians for only five dif- 
ferent veterans. 

Mr. Yates. You mean an outsider ? 

Mr. Stone. That’s right. 

Mr. Yates. How much do you pay them ? 

Mr. Stone. The regular fee. Some don’t take any. Whatever the 
State law is requiring and allowing for guardians. It varies every- 
where. 

Mr. Yates. Have you ever undertaken any studies to see whether 
it would be cheaper to have it handled by outside attorneys rather 
than by lawyers on the Federal payroll ? 

Mr. Stone. Not tomy knowledge. It has never been studied. 

Mr. Yates. Do you have any opinion on it? 

Mr. Stonr. IT have never given it any consideration. We will be 
gladto,though. We will look into it and see. 

Mr. Yares. I think it might be checked. 

Mr. Stone. It isa good idea. T’ll check it. 


VA MEDICAL-RESEARCTHE PROGRAM 


Mr. Yarrs. Dr. Middleton, you are not in a position to testify to 
the research program ? 

Dr. Mippteron. I know something of it. 

Mr. Yates. I know the general field that you have testified to, that 
the VA research program is devoted to. I wondered whether or not 
you could point to specific progress or specific discoveries that the re- 
search program of VA has made, in addition to the progress that has 
been made in tuberculosis. 
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CANCER RESEARCH 


Dr. Mippirron. There was cited yesterday, as you may recall by 
Dr. Wolford, work in relation to cancer. 

Mr. Yates. What do you mean by that? 

Dr. Mipptetron. Dr. Gross at the Bronx has isolated a virus that js 
transmissible from one generation of animals to another and pre. 
sumably it may be the cause of certain types of cancer and leukemia 
(which is blood cancer). If this be true, it would break one of the 
highest barriers we have to the understanding of cancer. Of cours. 
this must all be substantiated and must be carried much further: but 
if it were a contribution, it would be one of the greatest advances 
made in the study of eancer. 

Mr. Yates. The isolation of a virus? 

Dr. Mippieron. A virus that has caused cancer in animals whieh 
is transmissible to other animals. It has likewise caused leukemia. 

Mr. Yates. How do you propose using it in your research program! 

Dr. Mippteron. That is most fundamental to research. If that is 
the established factor in cancer, it would be one of the greatest ad- 
vances ever made to this point and, of course, we must find out how 
to combat that virus. 

Mr. Yares. That’s correct. You have isolated one of the possible 
causes is what you have stated. 

Dr. Mippirton. That’s right. 

Mr. Yates. Where does the VA come into this picture / 

Dr. Mippteton. The VA has a large stake in the cancerous veteran. 

Mr. Yates. I agree to that, but how does VA’s research progran 
work out with respect to this discovery; how do you use it? 

Dr. Mippteron. There you come to another step in the advance of 
science in any area. In other words, you cannot take an isolated fact 
and say, “Now, this fact has absolutely no bearing on the develop- 
ment of knowledge, because you cannot apply it as of that day.” 
As a matter of fact the most common virus diseases are not yet sus- 
ceptible to treatment, so that this is simply a step forward and we 
are hoping that it is a sustained one. 

Mr. Yares. I still don’t understand that point. We have a doctor 
who has possibly found one of the causes of cancer. Did he find it 
as a result of the VA research program ? 

Dr. Mipptetron. That’s right, at the Bronx, in New York. 

Mr. Yates. He is on the payroll of the Bronx Hospital / 

Dr. Mipptrron. He is. 

Mr. Tuomas. Ina laboratory, there ? 

Mr. Yates. I see. 

Mr. THomas. And we pay for it. 

Mr. Yates. Good. This is money well spent. 

Dr. Mipptrton. If it is true, it is the best expenditure of money the 
Government has ever made. 

Mr. Yates. We now have made vast progress in the field of TB 
asa result of the VA research program. 

Dr. Mippietron. Yes. 

Mr. Yates. We now have a discovery which may lead to a potential 
cure for cancer. Possibly ? 

Dr. Mippteron. Potential explanation. 
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Mr. Yares. What else has the VA research program done lately ‘ 

Dr. Woirorp. I can point out several things that have been com 
pleted recently. One is a substitute for blood plasma which was 
worked out at the Brooklyn VA Hospital and which would have been 
iifesaving had it been available during World War II. 

Recently a resident physician at Denver developed a machine which 
smuch on the order of an X-ray but it works on supersonic sound. 
It will outline all the organs in the body, by recording the difference 
n intensity of sound. 

Mr. Yates. What will be the purpose of that, to show possible 
wrowths inside the body ¢ 

Dr. Wontrorp. Yes, sir, it will outline the organs. 

Mr. Yates. Do you mean as an aid to diagnosis / 

Dr. Worrorp. That's right. 

Then at Mount Alto we have been working on an apparatus with 
the National Bureau of Standards that has to do with anesthesia. 
Particularly, it is an electronic machine that records the blood pres- 
sure, the electrocardiogram, the pulse rate, and the respiration. It 
will be of considerable benefit in surgery procedures under anesthesia. 

\t Seattle VA Hospital a very excellent apparatus was developed 
which provides a quick method of chemical analysis of blood. 

Mr. Yares. Would you say that we are getting pretty good results 
with the money we are spending on research @ 

Dr. Wotrorp. Yes, sir. I think so. T might comment about our 
annual research conferences. We have had a number of the leading 
medical men of the United States attend these conferences. Dr. 
Davison at Duke University attended one at Memphis and indicated 
it was the best scientific conference that he had ever attended. He 
was very enthusiastic and wrote a letter which I would like to put in 
the record. At that conference, research papers that were developed 
during the year were read; something like 100 papers. 

Some work on the localization of brain tumors, with radioisotopes 
was done in the early phases at the Los Angeles hospital, and it has 
been most profitable to medicine. At Pittsburgh Dr. Linstrom, a 
neurosurgeon, has been developing a new procedure which he calls 
bloodless surgery, which appears quite as effective as other types of 
surgery In mental disorders. We are confident that much of the ad- 
vance that has been made in the treatment of tuberculosis was the re- 
sult of research undertaken in Veterans’ Administration hospitals in 
conjunction with the Armed Forces. We have entered into a unique 
research program in multiple sclerosis. If it proves to be what we 
hope, it will be an effective and inexpensive treatment for multiple 
sclerosis. 

Mr. Yarrs. Would you put a list of these various things into the 
record at this point. 

Dr. Wotrorp. We'll be glad to. 

Mr. Yares. Apparently you could go on for hours. 

Dr. Wotrorp. Well, there are quite a few of them. 

[ have data here for you, now. 

(The information requested follows :) 
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ACCOMPLISHMENTS OF VA MeEpIcAL RESEARCH PROGRAM 


1. In one of the VA hospitals, a new drug (isoniazid) was used to treat pa- 
tients with an incurable nervous disease, multiple sclerosis. The earliest effects 
seemed to be most dramatic, and it appeared that a wonderful new cure had 
been found. Presently, 10 other VA hospitals are cooperating in an evaluation of 
the drug in this disease. A suitable answer will be forthcoming in the near 
future, rather than several years from now. 

2. A method of the surgical treatment of one of the most distressing menta| 
disorders, schizophrenia, is being evaluated in a study in which six VA hospitals 
are cooperating. Already it has been shown that in selected cases a remarkable 
degree of relief, if not outright cure, can be achieved. Many patients so treated 
have already been able to return to a reasonably satisfactory place in the life 
of their home and community. 

3. Another VA physician, a neurosurgeon, has developed a technique of using 
“ultrasonic” energy to treat patients with certain mental disorders, including 
schizophrenia. This is a form of “bloodless surgery” which appears to be 
just as effective as other forms of surgery used for this purpose and, at the 
same time, has the added advantage of absence of bleeding and hemorrhage. 

4. More than 200,000 veterans suffered from a virus infection of the liver 
(infectious hepatitis) during the war years or shortly thereafter. It was feared 
at that time that such infections would result in damage to the liver which would 
be more or less permanent and which would result in persistent, and perhaps 
even permanent, disability. The followup studies on these patients have shown 
that this was not the case. 

5. A VA physician has made two important discoveries in relation to cancer 
One is that certain types of cancer and leukemia are caused by a virus, and 
two, that the virus may be transmitted from parent to offspring in whom cancer 
or cancerlike disease later develops. This is of fundamental importance because 
it opens a whole new avenue of approach, not only to an understanding of the 
causes of cancer, but as well to their treatment. This is one reason that there 
is much optimism today in regard to the possibility of the successful treat- 
ment of cancer with chemicals and other drugs. 

6. Another VA physician has developed a substance which may be introduced 
into the veins of a patient whose blood volume is severely reduced, such as in 
hemorrhage, extensive burns, shock, etc. This substance restores and maintains 
the volume of the plasma, or fluid, part of the blood. This, in turn, can tide 
the patient over this kind of a crisis and may indeed be lifesaving. Such a 
substance was eagerly sought during the last war and would be of tremendous 
use in event of a large-scale or national disaster, accompanied by many casual- 
ties with injuries, burns, shock, etc. 

7. VA physicians have isolated from the blood a substance (hypertensin) 
which produces high blood pressure. There is reason to believe that a drug 
can be found which will neutralize this substance, and that it may lead toa 
successful method of treating patients suffering from high blood pressure. 
Studies toward this end are being pushed intensively. 

8. VA physicians have developed a practical mechanical device which permits 
them to carry out experimentally certain types of surgical operations on the 
heart which could not be done before. This device, called an artificial heart 
lung, actually takes over the function of the heart in supplying oxygen to the 
circulating blood and in pumping blood through the blood vessels during the 
time when the heart and lungs cannot function because they are being subjected 
to surgery. While so far this has not heen applied to surgery in the human 
subject, there is every reason to believe that it will be some time in the near 
future. If so, it will be a lifesaving procedure. 

9. Another VA physician has developed a simple bedside method for meas- 
uring certain chemicals in the blood which are normally present in health, but 
which may be present in increased or decreased amounts in a variety of different 
serious illnesses. This was a direct outgrowth of many years of laboratory 
research, It quite effectively replaces elaborate and time-consuming analytical 
chemical procedures which, in turn, require delicate and expensive equipment. 
As a result of this research work, better diagnosis is possible with the attendant 
saving of both time and money. 

10. A physician and his research assistants at one VA hospital have found 
new evidence which suggests that eating ordinary table salt may have greater 
importance in the production of high blood pressure than is usually believed 


today. They have been able to obtain thig new evidence largely hecause of the 


\len 

TI 
to al 
ASSs¢ 
men 
Adm 


then 

n¥ 

(4 
the 





. Cet Oo 


d 
D 


pe 


~ D> 


1223 


fact that they have been able to pursue these studies with the aid of radioactive 
jsotopes. 

11. The VA has sponsored the development of an instrument which simul- 
‘aneously measures changes in patients’ blood pressure, heart beat, and respira- 
tion. The instrument known as the “physiological monitor” detects and records 
changes in the condition of patients under anesthesia during the course of an 
operation. Trials at VAH, Mount Alto, and George Washington University have 
indicated great potential usefulness to the surgical team. 

12. A physician in one of our hospitals developed an instrument known as 
the Somoscope, Which makes possible the detection of disease processes which 
may be hidden in deep’tissues. This device, which utilizes principles of sonar, 
may prove most effective in early recognition of cancer. 


DUKE UNIVERSITY, 
Durham, N. C., December 10, 1954. 
Dr. GEORGE M, Lyon, 
Central Office, Veterans’ Administration, Washington, D. C. 

Dear GEORGE: I certainly enjoyed the annual medical research conference at 
Memphis, and congratulate you and your associates on the splendid program. 

The caliber of the papers and the lucidity of their presentation were comparable 
to anything I have heard at the American Society for Clinical Investigation, the 
Association of American Physicians, or the American Pediatrie Society. The 
men who are doing this research are to be congratulated and the Veterans’ 
Administration should be proud of the facilities which provide the opportunity 
for this research work. 

The papers presented illustrated the following reasons for medical research : 

(1) They furnished new information which was valuable scientifically. 

(2) The results presented will improve the health and medical care of patients 
in veterans’ hospitals, 

(3) The research activity represented was a stimulus to the staff, making 
them more alert so that they could provide keener medical care for the patients 
in ¥Yeterans’ hospitals. 

(4) The opportunity for doing research of this quality is an incentive for 
the recruitment of the staff. 

(5) The facilities available are comparable to those of many good university 
teaching hospitals, and in many instances, better. 

With best wishes, I am 

Yours sincerely, 
(Signed) Dave. 
(Typed) Wrrsurt C. Davison. 


CANCER RESEARCH INSTITUTE, 
NEW ENGLAND DEACONESS HOSPITAL. 
Boston, Mass., January 81, 1955. 
Adm. Joe, T. BooNrE, (MC) USN, Retired, 
Chief Medical Director, Department of Medicine and Surgery, 
Veterans’ Administration, Washington, D.C. 


Dr,k ADMIRAL BooNeE: In my role of chief consultant in atomic medicine to 
the Veterans’ Administration, as well as through my membership on the Advisory 
Committee for Biology and Medicine of the United States Atomic Energy Com- 
mission, I have been able to follow the radioisotope programs of both agencies 
with a considerable degree of interest and knowledge. The primary responsi- 
bility for research in the field of atomic medicine and biology rests with the 
Atomic Energy Commission. Although it engages in the use of radioisotopes 
in medical research and in the treatment of patients on only a limited scale, 
it does have a-specifie responsibility for the encouragement of these activities 
on the part of others. The primary responsibility for the care of the veteran 
patient rests with the Veterans’ Administration. Good medical care today 
demands that the various advances made in the application of radioisotopes in 
medical problems be made available to the veteran patient. Likewise, it is 
important that in the medical-research program, conducted within the hospitals 
of the Veterans’ Administration, radioisotopes be available for use in connection 
with medical research. 

In the discussions that you and I have had with your other consultants in 
this field—Dr. Stafford L. Warren, of Los Angeles; Dr. Hymer Friedell, of 
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Cleveland; Dr. Hugh Morgan, of Nashville, Tenn.; and Dr. Perrin Long, of 
New York City—we have agreed that for the sick or injured veteran to obtaiy 
the adequate and modern care to which he is entitled, radioisotopes should phe 
available for diagnosis and for treatment in selected veterans’ hospitals. Ujti. 
mately, they should be available in all general veterans’ hospitals and in soma 
of the neuropsychiatric and tuberculosis hospitals. 

Experience has shown that the best treatment is given, and the most competent 
medical staff made available, when opportunity for some research parallels 
clinical responsibilities. This has been brought out in the development of specia| 
medical centers: The Mayo Clinic, the Cleveland Clinic, the Massachusetts 
General Hospital, my own New England Deaconess Hospital, to mention only 
a few. The combination of research and clinical responsibilities attracts anq 
retains able practitioners of medicine and permits having in the Veterans 
Administration an appreciably higher quality of medical man than could be 
obtained on the basis of salary and the medical or surgical experience to be 
vained alone. In every veterans’ hospital that I have visited, and the list 
is a considerable one, the conduct of research has been of material value jp 
having able practitioners on the staff and in giving the sick veteran the benefit 
of the recent advances in medicine. 

Sincerely yours, 
SHIELDS WARREN, 


BIOGRAPHICAL SKETCH OF DR. SHIELDS WARREN 


Formerly the Director, Division of Biology and Medicine, United States Atomic 
Energy Commission 

Director, Cancer Research Institute, New England Deaconess Hospital, Bosto 
Mass. 

Professor of Pathology, Harvard Medical School, Cambridge, Mass. 

Pathologist, New England Deaconess Hospital, Boston, Mass. 

Consultant, United States Atomic Energy Commission 

Pathologist, Harvard Cancer Commission 

Director, Massachusetts State Tumor Diagnosis Service 

Member, Scientific Advisory Board to Chief of Staff, United States Air Force 

Expert consultant to Surgeon General, United States Navy, on Scientific Advisory 
Board, Armed Forces Institute of Pathology 

Consultant, National Advisory Cancer Council 

Member, Atomic Bomb Casualty Commission 

Member, Committee on Growth, National Research Council 

Member, Committee on Pathology, National Research Council 

Iiplomate, American Board of Pathology 


MODERNIZATION PROGRAM CONTEMPLATED FOR DOWNEY HOSPITAL 


Dr. Worrorp. With reference to your request concerning construc 
tion at Downey, there is a renovation program in prospect for 
roughly $29 million. 

Mr. Yates. For Downey ? 

Dr. Wotrorp. Yes, sir. When completed, it will provide the same 
bed capacity as at present, approximately 2,300 beds. It includes a 
new general medical and surgical building, a new geriatrics build: 
ing, a new admission and treatment building, a new kitchen and din- 
ing hall, a new recreation canteen and theater, a new laundry build- 
ing, a new disturbed building, a new therapeutic exercise clinic, ‘ 
new nurses’ quarters, new aid quarters, new incinerator, new connect: 
ing corridors, new apartment building, and it will improve a number 
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of other buildings—the principal being the warehouse, chapel, boiler 
ant, and admission buildings. 

Mr. Yates. Will this eliminate—— 

Dr. Wotrorp. Temporary construction taken over from the Navy 
will be eliminated and new buildings placed on the Downey reserva- 
ton. 

Mr. Yares. Is there a complete modernization of the property ? 

Drv. WoLrorp. Yes, sir. 

Mr. Yates. Is this to be divided into phases? 

Dr. Wotrorp. It will probably run into about two phases. It will 
all depend upon funds appropriated. 

Mr. Yares. How much will you need in your first year ? 

Dr. Wotrorp. It is under consideration for our 1957 program. 

Mr. Yates. Suppose you were pushed up a year, how much would 
vou need ¢ 
’ Dr. Wotrorp. Well, there is $29 million total. 

Mr. Yates. Would you have to draw plans, first / 

Dr. Wotrorp. Yes, sir. 

Mr. Yates. How much do you usually need for drawing plans? 

Mr. Enéar. Do you mean in time, sir? 

Mr. Yates. He has a $29 million project that he testified to. How 
much do you need in the way of—presumably the first thing you 
would do is draw up plans. 

Mr. Epear. Ten percent of that would be technical services: draw- 
ing the plans, administering the contract, and so forth. 

Mr. Yarrs. Dr. Wolford, do you feel you have enough money for 
research ? 

Dr. Worrorp. The money that we have asked for in our 1956 
program will be an improvement over 1955. 

Mr. Yates. You can carry on a competent program ? 

Dr. Wotrorp. That is right. What we are asking for this year will 
activate some 15 additional research laboratories at our various hos- 
pitals. Eventually, as time goes on and we can get personnel, we 
should have a research laboratory in every hospital. 

Mr. Yares. I think Mr. Thomas asked you whether there was a 
suficient appropriation for prosthetic device research, too. 

Dr. Wotrorp. That is right. 

Mr. Yates. And there is an increase over last year ? 

Dr. Woxtrorp. Yes, sir, about $180,000. 


RELATIONSHIP BETWEEN VA AND FEDERAL NATIONAL MORTGAGE 
ASSOCIATION 


_ Mr. Yarres. What is the relationship between the Veterans’ Admin- 
istration and the Federal National Mortgage Association ? 

Mr. Stronr. FNMA, do you mean? 

Mr. Yates. Yes. What portion of your mortgages reach FNMA? 

Mr. Sweenry. There are very few loans that go in under the new 
reorganization, but under the one-for-one arrangement, the bulk of 
which are expiring here on April 2, I would say there are about $500 
million worth of loans. That is if the purchase agreements are taken 
up. 
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Mr. Yates. Does it look like the commitments will be taken up? 

Mr. Sweeney. Many of them are going by the board, sir. I think 
maybe there will be another $160 million go by the board if loans ar 
not processed within the next 60 days. In other words, out of the 
$500 million they may have purchased around, oh, maybe $340 million, 

Mr. Yares. $160 million in commitments will go by the board, ou 
of the half-billion dollars? 

Mr. Sweeney. Yes. 

Mr. Yates. What portion of that half billion were VA mortgages, 

Mr. Sweeney. Practically all of it. 

Mr. Yates. Those were mortgages that were sold at a discount, 
were they not? 

Mr. Sweeney. The arrangement was, you put up a point and 4 
half and take our 4-percent loans out of the FNMA, and then seli 
them. When the purchaser took the 4’s out and sold them in the open 
market he had to sell them at a further discount. They varied de. 
pending on location anywhere from 1 to 4 points. 

Mr. Yares. Aren’t you putting the procedure in reverse? I was 
under the impression from testimony last year that FNMA sold 4. 
percent mortgages for as much as a 4-point discount ? 

Mr. Sweenry. FNMA did sell them. 

Mr. Yates. Who did? 

Mr. Sweeney. You made the arrangement to take the 4 percent 
out of FNMA and then sold them 414. 

Mr. Yates. But the 4 percents were sold at a 4-point discount, were 
they not? 

Mr. Sweeney. That is right. 

Mr. Yares. In the first instance, regardless of whether they were 
replaced by 414-percent mortgages, or not? 

Mr. Sweeney. Yes. 

Mr. Yates. You are saying there will be a shortage of $160 million 
in that and to that extent there wouldn’t be replacement of the 41}- 
percent mortgages. 

Mr. Sweeney. They arranged with FNMA to put up a commit: 
ment—you got a commitment on an FNMA. You made an arrange- 
ment that you would take our 4’s—at 96—— 

Mr. Yates. Let me see if I can straighten myself out and possibly 
you at the same time: FNMA offered for sale half a billion worth of 
mortgages, both FHA and VA, most of which were interest-bearing 
at 4 percent. The mortgages were offered for sale at discounts up to 
four points, depending on the interest rate. 

Purchasing one of these mortgages gave the purchaser a commit: 
ment by FNMA to purchase in return a mortgage bearing interest at 
414, percent by the so-called purchaser. . 

However, the purchaser was under no obligation to participate in 
the 1-for-1 plan and to sell FNMA the 414-percent mortgage. Is 
my explanation correct! 

Mr. Sweeney. Yes; that is saying it another way; yes, sir. 
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Mr. Putters. Where do you get a loss, then ? 

Mr. Yates. The loss is in the 4-point discount. 

Mr. Pours. It appears that is made up, though, is that right / 

Mr. Yates. He said there is $160 million of the half billion dollars 
that isn’t going to be replaced by 414-percent mortgages. In other 
words, there was not a participation in the one-for-one program to 
the extent of $160 million. 

Mr. Sweeney. Unless they come in the next 60 days, that is get 
the loans processed, 

Mr. Yates. To that extent, of the half billion dollars there will be 
1 $160 million lack of replacement. 

Now, you don’t know what the loss was on the sale of the 4-percent 
mortgages by FNMA. That isa figure I will have to get from FNMA, 
isn’t it? 

Mr. Sweeney. That’s right. We know nothing about it. 

Mr. Yates. How many of the VA mortgages were sold under that 
program ¢ 

Mr. Sweenry. Numerically ? 

Mr. Yates. In amount. How many of the half-billion dollars— 
you said almost all of them were VA mortgages. 

Mr. Sweeney. Yes. 

Mr. Yates. All right. Now, how many of those were sold? 

Mr. Sweeney. I think about $340 million. 

Mr. Yates. $340 million of them were sold. 

Mr. Swernry. Most of the $500 million were VA loans. There 
may have been a few FHA. 

Mr. Yates. The great bulk of them were VA loans. 

Mr. SwEENrEY. Yes. 

Mr. Yates. Were these mortgaes owned by FNMA, or were they 
owned by VA ? 

Mr. Sweeney. By FNMA. 

Mr. Yates. You had sold them to FNMA, hadn’t you? 

Mr. Sweeney. They were sold by-—— 

Mr. Yates. Were VA guarantee. All VA did was put a guar- 
antee on them as it went through from the original mortgagor to 
FNMA? 

Mr. Sweeney. That’s right. 

Mr. Yates. Do you have any idea as to how much of a loss was 
incurred in the $340 million ? 

Mr. Sweeney. I don’t have those figures, sir. We have no way of 
getting it, Mr. Congressman. 

It is something under $20 million. 

Mr. Yares. Do you know the figure? 

_ Mr. Sweeney. We don’t know it exactly, but it is a little under 
$20 million. 

Mr. Yates. Of the $500 million ? 

Mr. Sweeney. Yes. 

Mr. Yates. Is there a possibility that the loss may be lessened as 
; renee of the fact that 414-percent mortgages came into the port- 
Oho?’ 





Mr. Sweeney. Yes. They gain interestwise, revenuewise, and ab- 
sorb some of it. 

Mr. Yates. The mortgages that were sold were all good mortgages, 
were they not? There were none in default? 

Mr. Sweeney. I assume we had good underwriting. 

Mr. Yates. Otherwise the purchaser wouldn’t have bought them, 

Mr. Brownsterx. FNMA won't sell the mortgages in default. 


PERCENTAGE OF VA HOME LOANS PAID UP BEFORE MATURITY 


Mr. Yates. You testified about 60 percent of your loans were paid 
ahead of maturity, did you not? 

Mr. Sweeney. That’s right—16.5 percent of our home loans are 
paid in full, paid prior to maturity. 

Now, from what sources payments are made we don’t know, 
Whether they are paid off in all cash by the veteran or his transferee 
or refinanced by a conventional loan we have no know ledge of that, 
but as far as we were concerned, as far as the Government’s liability 
is concerned, we have been discharging 1614 percent of the home 
loans. 

Mr. Yares. The VA mortgages owned by FNMA were sold with 
out giving the veterans who were primarily responsible on those 
mortgages an opportunity to pay them off; is that right ¢ 

Mr. Sweeney. That’s right. ‘ 

Mr. Putiures. Could we ask how old the mortgages were that were 
paid off? Is there any record on that? If they have been coming 
to maturity the chances are fairly strong that, as you said, they are 
being refinanced. 

Mr. Sweenry. Congressman, we indicated this morning that based 
on the life of the loans on the books, I would say from 314 to 3l, 
years. 

Mr. Yares. Before maturity ? 

Mr. Swrenry. No, that they aged. The average age of the paid. 
in-full loans on the lender’s books would be 31 4, to BY © years for paid- 
in-full loans. 

Mr. Puivures. That sounds like refinancing. 

Mr. Sweeney. It could be. 

They may write a loan for 20 years and the veteran or transferee 
may come in and pay that loan off in 4 years. 

Mr. Yares. Why do you conclude that this is a refinancing, then 

Mr. SwEENrY. Just from hearsay. We know that so many oo 
have equities in here, we know that some of the life-insurance con- 
panies are going around to the veterans trying to sell them life insur: 
ance, refunding their loan with a conv entional loan. Some veterans 
are going to the building and loan. Maybe they can’t get an advance 
to put on an addition to the house. Well, the building : and loan finds 
that he has a good equity, there is a good capital investment, they wil! 
refund it, and maybe make him a loan at 5 percent for 20 years. 
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Mr. Yates. How much money has VA issued this year in housing 
loans ¢ 

Mr. Sweeney In our direct loan program or in our guarantee pro- 
eram ¢ 

Mr. Yates. Both. 

Mr. Sweeney. Cumulatively we have $409 million. Last year we 
had—— 

Mr. Yares. This is direct loans. 

Mr. Sweeney. Direct loans. 

Mr. Yates. How many of it went for minority housing, do you have 
any idlea ¢ 

\Ir. Sweeney. We made ‘no special allotment for minority housing. 

Mr. Yares. I know that you make no special allotment. Do you 
have any checks of any kind to show as to what portion of it went for 
inority housing 4 

Mr. SWEENEY. We have no record of any type of loans. 

Mr. Yares. You testified earlier that you had a bad experience with 
minority housing. 

Mr. Sweenry. W e only identified that after the foreclosure. It hap- 
pened to be ina few subdivisions. 

Mr. Stone. You can’t. 

Mr. Yares. No, I suppose you can't, but what happens is we are 
dancing all around the problem. People know that this is one of the 
niost critical problems that we face. There is something very para- 
doxial about the whole thing. 


HosprraL AND Domiciniary Faciniries 


Amounts available for obligation 


Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663, except for allocation to Depart 
ment of the Army) 


actual | 1955 estimate | 1956 estimate 


A ppre priation or estimate - $17, 500, 000 $47, 000, 000 $13, 815, 000 
Unobligated balance brought forward , 590, 752 81, 439, 678 64, 039, 678 
Recovery of prior year obligations 4, 251 


Reimbursements from other accounts_ 11, 039 


Total available for obligations 2, 106, 042 128, 439, 678 77, 854, 678 
nobligated balance carried forward , 439, 678 | —64, 039, 678 5, 229, 678 


Obligations ineurred______._-- 20, 666, 364 64, 400, 000 72, 625, 000 
Comparative transfer from ‘‘Major alterations, improve- 
ments, and repairs, Veterans’ Administration” 204, 490 


lotal obligations : - 20, 870, 854 64, 400, 000 


Obligations by activities 


Description 1954 actual | 1955 estimate | 1956 estimate 


Hospital bed- producing projects. $8, 909, 702 $38, 382,755 | $54,073, 447 
C ont ersions at existing hospitals 115, 888 124, 805 |_- 
Major rehs bilitation and modernization at existing hospitals 8, 374, 823 20, 400, 629 15, 551, 553 
Non-bed-producing projects -- -- 467, 468 679, 683 
Construction of administrative facilities at hospital sites... 45, 761 35, 929 |... 

. Initial portable equipment. - a hs aie 2, 957, 212 4, 776, 199 3, 000, 000 


lotal obligations _- Se | 20,870, 854 34, 400, 000 72, 625, 000 


58616—55—pt. 2 
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Obligations by objects 


Object classification 


VETERANS ADMINISTRATION 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


Personal services: 
Permanent parees 
Positions other than permanent 
Regular pay in excess of 52-week bi ise. 
Payment above basic rates. -_- -- ; 


Total personal services _- 
Travel_- ; 
‘Transportation of things... -.---- 
Communication services 
Rents and utility services 
Other contractual services 
Supplies and materials_- 
Equipment. 

Lands and structures. 
‘Taxes and assessments _- 


Total obligations 
DEPARTMENT OF 


ALLOCATION TO CORPS OF ENGINEERS, 
THE ARMY 


Stenber of employe ees at end of POE icy 


Average salaries and grades: 
General schedule grades: 
Average salary---- 
Average grade --- 


Personal services: 
Permanent positions_- - sce 
Regular pay in excess of 52-week base... ___. 
Payment above basic rates---__- 


Total personal services-._--- 
Travel.....<. ; 
Communication services___.......--.....-- 
Rents and utility services_....__-__- 
Printing and reproduction 
Other contractual services 

Services performed by other agencies 
Supplies and materials 
Equipment 
Lands and structures- --_-_- 
Taxes and assessments. 


Total obligations. ........_._._- 
SUMMARY 


{otal number of permanent positions____._..__- 
Full-time equivalent of all other positions 
Average number of all employees ea 
Number of employees at end of year 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade. 


Personal services: 
Permanent positions... ___-- 
Positions other than permanent 
Regular pay in excess of 52-week base 
Payment above base rates 


01 


Total personal services 


1954 actual 


500 
147 
530 


1955 estimate 


1956 estimat 








864, 668 
15, 988 
900 | | 
3, 057, 833 | 
65, 139 | 
27, 873 
6,180 | 
4, 712 
1, 370, 671 
852, 632 
2, 962, 237 
11, 440, 605 | 
15, 599 | 


a 
a | 
sei] 
| 


$284, 520 
1,093 | 
1, 413 

287, 026 | 
1,719 
2) 912 | 

99 

79 

42, 514 
184, 184 
2; 609 
1, 066 
545, 140 
25 





i, O07, 878 | 


$5, 297 
GS-8. 1 





3, 344, 859 | 


19,8 mS, 481 | 


“L, 759, 600 
6, 695 

4, 000 

“3, 513, 795 
83, 000 
49, 000 


1, 759, 60 

7, 

4, 0 

3, 670, 10 
83, 0% 
49, 00 
10, 

16, 00 

1, 406, 435 
1, 500, 00 
3, 015, OU 
60, 800, 40) 





Obligations by objects—Continued 


Description 


sUMMARY—Continued 


Transportation of things 
Communication services 
Rent and utility services 
Printing and reproduction 
Other contractual services 
Supplies and materials 
Equipment 

Lands and structures. -..--- 
Texas and assessments. ----- 


Total obligations 


1954 actual | 1955 estimate 1956 estimate 


$83, 500 
49, 000 
11, 000 
15, 000 


2, 717, 410 

, 501, 000 

, 701, 199 

51, 626, 146 

15 29, 700 


20, 870, 854 | — 64, 400, 000 | 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663, except for allocation to 


Obligated balances brought forward - - -..--..--- 
Obligations incurred during the year--...--...-- 


Adjustments in obligations of prior years. 
Reimbursements . 
Obligated balance carried forward. 


Total expenditures 
Expenditures are distributed as follows: 


Out of current authorizations 
Out of prior authorizations...--_ -- 


Department of the Army) 


1954 actual | 1955 estimate | 1956 estimate 


| 
$30, 671, 841 $20, 427, 587 $49, 827, 587 
64, 400, 000 72, 625, 000 


20, 666, 364 | 


51, 338,205 | 84,827, 58 122, 452, 587 

—4, 251 | ‘a 
=i OL. 

—20, 427, 587 | —49, 827, 587 | 


30, 895,328 | 35, 000, 000 | 


— 


‘ } 30, 895, 328 { 4, 500, 000 4, 700, 000 


30, 500, 000 46, 625, 000 


Masor ALTERATIONS, IMPROVEMENTS, AND Repairs 


Amounts available for obl “gation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


Appropriation or estimate : 
Unobligated balance brought forward____- 


Total available for obligation. ...____- 


Unobligated balance carried forward 


1954 actual | 1955 estimate | 1956 estimate 


ve $3, 480,000 | $3, 900, 000 
$7, 638, 810 5, 116,075 | 1, 863, 537 
| 3 
| 


7, 638, 810 | 8, 596, 075 5, 763, 537 
5,116,075 | —1, 863, 537 | —1, 580, 000 


2, 522, 735 ), 7s 38 | 4, 183, 537 


cellaneous operating expenses, Veterans Administration”’ 510, 570 
Comparative transfer to ‘‘Hospital and domiciliary facilities, 
Veterans Adwitaistietion’’... . os scceccscecnsoces a. cde — 204, 490 


Total obligations 2, 828, 815 6, 732, 538 | 4, 183, 537 


Obligations by activities 


Description 1954 actual | 1955 estimate | 1956 estimate 

1N ou-bed-producing projects at hospital and domiciliary 
facilities $2, 318, 245 $6, 403, 538 $3, 889, 937 
510, 570 329, 000 293, 600 
2, 828, 815 6, 732, 538 4, 183, 537 


’ 
nee 
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Obligations by objects 


Object classification 1954 actual | 1955 estimate | 1956 estima; 


VETERANS’ ADMINISTRATION 


Total number of permanent positions 80 80 
Full-time equivalent of all positions 48 100 
Average number of all employees 93 177 15 
Number of employees at end of year R5 177 d 


Average salaries and grades: 
General schedule grades: 


A verage salaries ; $5, 437 $5, 728 $5, 7X 
Average grade eas : GS-8.5 GS-8.9 ¢ GS-88 
O01 Pers nal services: 
Permanent positions ‘ $253, 653 $443, 100 $ORT 7 
Positions other than permanent_ 279, 294 586, 400 SNH, 400 
Regular pav in excess of 52-week base 2,119 1,705 1] 
Payment above basic rates 133 1, 000 my 
Total pers »nal services 535, 199 1, 032, 205 R75, WK 
02 Travel on | 4, 694 5, 000 5. OM 
03 Transportation of things 2,031 5, 000 10, OW \ 
04 Commuriextion services 537 1, 500 1,0 ‘ 
05 Rents and utilities services. 3, 353 8, 000 6, OK tals 
07 Other e»n‘ractual services _ - 39, 190 61, 500 50, 978 
O08 Supplies and materials 184, 226 425, 000 350, 0 \ 
09 Equipment. | 99, 427 150, 000 100, OW LI 
10 Lands and structures j 1, 920, 499 5, 035, 933 2, 776, 28? q 
15 Taxes and assessments 4, 235 8, 400 8, 404 hay 
Total obligations | 2,793, 391 6,732, 538 | 4, 183, 37 \ 
| | 
ALLOCATION TO GENERAL SERVICES ADMINISTRATION j 
VO 
10 Lands and structures_ - $35, 424 |- \ 
SUMMARY | | : 
las 
Total number of permanent positions | 80) 80 | ane 
Full-time equivalent of all positions | 48 100 | ov . 
Average number of all employees | 93 177 IW ce] 
Number of employees at end of year | 85 177 i \ 
Average salaries and grades: | ; pre 
General schedule grades: ’ 
Average salaries $5, 437 $5, 728 | $5, 728 p 
Average grade _ - : GS-8.5 GS-8.9 | GS-88 Qo 
01 Personal services: i 
Permanent positions ; : | $253, 653 $443, 100 | $287. 700 : 
Positions other than permanent 279, 294 586, 400 | 5R6, 40 Mc 
Regular pay in excess of 52-week base __-__- 2, 119 | 1, 705 1, 10 ) 
Payment above basic rates | 133 1, 000 | 7) : 
-—— ———|—— ane 
Total personal services : 535, 199 1, 032, 205 875, 900 " 
02 Travel 4. 694 | 5, 000 | 5, 00 hiov 
03 Transportation of things 2,031 | 5, 000 | 10, 000 nic 
04 Communication services 537 | 1, 500 | 1, OO ju 
05 Rents and utilities services 3, 353 | 8, 000 | 6, 00 } 
07 Other contractual services 39, 190 61, 500 | 50, 975 
08 Supplies and materials 184, 226 | 425, 000 | 350, OO COl 
09 Equipment ; 99, 427 150, 000 100, 000 ’ 
10 Lands and structures , 1, 955, 923 5, 035, 933 | 2, 776, 262 a4 
15 Taxes and assessments 4, 235 8, 400 8, 40 VIS 


Total obligations 2, 828, 815 | 6, 732, 538 | 4, 183, 537 
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Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual $1955 estim 


ted balance brought forwad : ‘ $715, 603 $1, 158, 812 
oo) TIS » 


ns ineurred during the year 2, 522, 735 6, 732, 538 


3, 238, 338 7, 891, 350 

balance earried forward ~1, 158, 812 2, 878, 939 

tal expenditures ___- 4 2, 079, 52 5, O12, 411 
tures are distributed as follows: 


| of current authorizations - - 9 O79. RF 1, 000, 000 
t of prior authorizations a 4, O12, 411 


PLANT VALUE OF VETERANS ADMINISTRATION 


Mr. Evins. Mr. Higley, what is the value of all of our VA hospi- 
tals ¢ 

Mr. Hietey. I think we spoke of $214 billion. Of course we ac- 
quired these under many, many var lotion of circumstances. It isa little 
hard to make a guess, but that is our thinking. 

Mr, Prtnies. That is not an appraisal, that is your actual cost ? 

Mr. Hietry. It is replacement. I guess that is what we are talking 
about. Replacement cost. 

Mr. Evins. Do you think with the amount of money that this Nation 
has invested in VA facilities that the sum here requested for repair, 
and upkeep and maintenance of a $2.5 billion establishment is sufli- 
cient‘ Is not your request an extremely low minimum ? 

Mr. Hietry. Yes, we would have to agree that that had been held 
pretty low. 

Mr. Evins. You were knocked down by the Bureau of the Budget, 
$20 million in requests for repairs and replacements and so forth ? 

Mr. Baker. That is principally for a new hospital as replacement of 
Mount Alto. 

Mr. Evins. You have some of these programs scheduled for 1956, 
and then we understand you have others scheduled for 1957. Now, 
how do you go about getting them all scheduled into 1956? You ean 
just shuffle the cards any way you want to, can’t you? 

Mr. Hietey. We try to give priority to the jobs we think should 
come first. 

Mr. Evins. There are many repairs and replacements that you en- 
vision you will reach in 19577 Is that correct ? 
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Mr. Higrry. We have a long list that we won't reach by 1957, too, 
but we are jumping 1957 up to try to get more of this type of work 
done, now that the Congress is not under such a load, in providing 
money for new hospitals. | 

That whole new construction program is gone, now, or is static, and 
we think we should step up the other expenditures. 

Mr. Evins. From time to time I have called to the attention of the 
VA, the need and desire to complete a project at Murfreesboro in the 
district which I represent. They have a wing of an NP hospital 
which has some 200 beds in it, all ready to be opened and used, but they 
claim a lack of personnel and people to staff it. 

Mr. Promurrs. Is it a G. M. and S.? 

Mr. Evins. No, it is an NP hospital. 

I would like to read from the hearings before the Hospital Subcom- 
mittee of the Committee on Veterans’ Affairs if I may, briefly. 

I asked a question of Mr. Bigelow, in connection with the hospital 
in number of beds to be operated : 

I wonder if you have visited the facility at Murfreesboro. I have a statement 
I would like to read. 

“Listed below are the necessary changes, alterations and additions and priority 
in which they should be completed in order to maintain a cohesive operation.” 
And then the statement relates about the 200 beds and so forth. 

The most pressing need at this hospital is an adequate staff. A new 100-bed 
TB building is located on the attached plot plan. A new 100-bed general hospital 
and surgical building to include 25 beds for neuropsychiatric, G. M. and §. pa- 
tients, 23 beds for neurological patients, the kitchen should be large enough to 
provide room for centralized dining rooms and new nurse quarters. A new 
150-bed neuropsychiatric administration building, male and female, to include 
space on the ground for the entire program. The situation would encounter 
little difficulty with regard to recruitment of staff if we had physicians to give 
the necessary leadership in the dynamic treatment program. 

This is a 1,807-bed neuropsychiatric hospital of which only 1,005 are presently 
activated. 

This statement is that of Mr. Sam Jared, the manager of the NP 
hospital at Murfreesboro, Tenn. 

Mr. Puiurs. But the occupancy is up above 97 percent. 

Mr. Evrns. There are approximately 200 beds there in 1 wing, not 
being used. The manager, Mr. Jared, has submitted repeatedly the 
need to staff this wing and also requests to complete construction of 
the facility at Murfreesboro. 

I said, “Mr. Bigelow, have you advised the manager that these beds 
can be activated ?” ; 

Commander Bicetow. It appears to be a staff problem and we will 
look into it. 

Mr. Evrys. I hope you will look into it, and I haven't heard a reply 
from your former promise to look into it. 

Dr. Wotrorp. Actually we have not been able to recruit additional 
staff for the care of the psychiatric —- 

Mr. Evins. You have one ward already built and the beds are com- 


pleted and the door is locked. Why can’t we staff this hospital ? 
Dr. Worrorp. We will just as soon as we get the psychiatrists. 
Mr. Evins. I hope you will continue looking into it. 
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CAREER TRAINING PROGRAM FOR PSYCHIATRISTS 


Dr. Wo.rorp. I might give you some encouragement, and that is 
we have this year inaugurated a career training program for psychi- 
atrists. At the moment we have in training around 120 general prac- 
titioners. Some of them may need just a year, some of them 2 years 
or 3 years of training before qualifying. After the training period, 
these physicians are obligated to give us a 2-year period of service in 
any VA hospital we select. 

Mr. Evins. When trained or secured otherwise, I hope you will give 
priority to some of these places where the need is great—like Mur- 
freesboro, Tenn. 

Dr. Wotrorp. Marion, Ind., and Murfreesboro are in high priority. 

Mr. Yates. Do you have enough psychiatrists in the country to 
handle the number of patients you have ? 

Dr. Wotrorp. No, sir. 

Mr. Yates. Do you have enough doctors / 

Dr. Wotrorp. In certain hospitals we are fairly well staffed with 
psychiatrists, but not in other locations such as Murfreesboro, Marion, 
Ind., Battle Creek, Mich. 

Mr. Yatrs. Are these only psychiatrists? How about general prac- 
titioners and specialists of other types? 

Dr. WotForp. Certain specialties like neurologists, orthopedists and 
neurosurgeons are in scarce category. This shortage at individual 
hospitals is covered by consultants and attendings in most instances. 

Mr. Evins. In addition to the personnel problems, what is the possi- 
bility of getting this quadrangle completed? It is three ways around 
and the plans have been ready for some time to complete the project. 

Dr. Wotrorp. What we are trying to do with each hospital, par- 
ticularly the older neuropsychiatric type, is to send in a survey team 
as we did at Downey, and come up with a definite plan. He haven't 
sent a survey team into Murfreesboro, but one is planned. 

Mr. Evins. There may not have been a survey team, but these plans 
have been before you for some time. 

Dr. Wotrorp. In these older hospitals we conduct a survey to defi- 
nitely establish bed requirements including the modern and supporting 
facilities that are necessary. It takes about 2 weeks for such a survey. 


REPLACEMENT OF CANTONMENT-TYPE HOSPITALS 


Mr. Evins. We had spoken earlier about your oe to replace 
cantonment-type hospitals. Now, what is the possibility of having 
Thayer at Nashville, which is the closest to Vanderbilt University, 
put in that category ? 

Dr. Wotrorp. That is one of nine cantonment-type hospitals that 
we have under consideration for future replacement. I have just 
checked on the maintenance at Nashville, and it is in pretty good 
condition. 

Mr. Evins. Only about one-third of the facility is being used at 
present—the other portions are unsuited for hospital use. 

Dr. Worrorp. That is right. 
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Mr. Evins. It is a very similar type to the Downey Hospital—, 
cantonment-type structure, 

Dr. Worrorp. It is in a little better maintenance condition thay 
Downey. I saw Downey and I agree with Mr. Yates, it is in a bad 
condition. 

Mr. Evins. If this committee would see fit to recommend restoring 
$20 million which has been cut by the Bureau of the Budget, eithe; 
in this bill or im your supplemental request, would you be able to ge: 
on with replacement of the 9 cantonment-type structures / 

Mr. Higtry. That would be just a start. This overall replacement 
program would run about $175 million. That is about 6 hospitals, 
however. That isn’t all cantonment type. 

Mr. Evins. Is it the plan of the Admiinstrator to take about 6 proj. 
ects each year and put them in this category and select the ones that 
you wish to select rather than entering into a genuine overall re pair 
and replacement program ? 

Mr. Hictey. We would like to lay out a 6- or 7- or 8-year program, 
getting on with it as fast as we can. 

For this type of work it would take about 3 years, plus. 

Mr. Enear. At the rate we are going now, the hospital will be 
occupied in about 6 years. 

Mr. Evins. Do you mean to replace all of them, or to get started 
just on a piecemeal basis? 

Mr. Evcar. To move into one. 

Mr. Hieiry. It would take us a couple of years just to get going, 
probably. You have to do it in sections because you have patients 
to take care of in the meantime. 

If we were replacing Mount Alto, we would move to another location 
and build a hospital and close out the old one, but at Downey, I don't 
think we would build on the same spot. 

There is a lot of area there, but in some places, like at Long Beach, 
it would be different. We have to take care of a lot of patients while 
we are building. 

Mr. Evins. Please turn to page 17-1. $15,815,000 is shown there 
for hospital and domiciliary facilities. Do you think that is adequate 
to even get started on a hospital modernization program ? 

What is Mr. Edgar’s view on this item on page 17-1? $13.8 million 
for major maintenance. 

Mr. Epear. $13,815,000? 

Mr. Evrns. Yes. 

Mr. Epear. Those are the projects that we feel are most urgent thiat 
have been put in under the ceiling which was given to us. 

Mr. Evins. Does that include these 13 projects or 11 projects shown 
on the chart ? 

Mr. Epear. On sheet 25, yes, sir. 

Mr. Evins. How many do you anticipate including in your esti: 
mates for next year, 1957? 


DRESS aE ea, ee Bs a 


Fhe Neianc ar soe aca bea 





be 
ted 
ng, 
nts 


ion 
n't 


wh, 
hile 


ere 
late 


1237 


Mr. Evear. Probably close to—I can’t give you the exact number of 
projects. It would probably be in the neighborhood of—what we 
are working on now would be in the neighborhood of $40 million. 

Mr. Evins. Do you feel that you and Mr. Higley will have your 
overall program before the Congress by that time, or will it continue 
to be about six projects each year / r? 

Mr. Hietry. As soon as we can, we are going to present it to the 
Bureau of the Budget. 


BUREAU OF THE BUDGET REDUCTIONS IN ESTIMATES 
Mr. Evins. A few years ago we had some difficulty with the hospital 


program and approved about $555 million and that made everybody 
happy. This year it is substantially above that. What is the total 


} amount which you requested of the Bureau of the Budget for the 


medical and hospital program for 1956? 

Mr. Ketsey. $619 million for inpatient. Did you say from the 
Bureau of the Budget ? 

Mr. Evins. Yes. 

Mr. Kexsey. $627 million. 

Mr. Evins. And they gave you $619 million ? 

How much was eut for the item for “Compensation and pensions,” 
from your request of the Bureau of the Budget ? 

Mr. Baker. $11,294,000, 

Mr. Kexsey. That is just a roundoff, Congressman. Percentage- 
wise it isa very small thing. 


STATE INSPECTION OF EDUCATIONAL FACILITIES 


Mr. Evins. You were speaking earlier of the payments to the States 
for inspection in the school program. We know originally that the 
Veterans’ Administration was charged with the responsibility of 
doing that job, and because you were inadequately staffed and when 
the program was getting underway, you ran into all sorts of difficulties 
ot many types of schools were approved and a great many irregu- 


| larities and abuses developed. 


Mr. Sronr. We never have done the initial approving. It was 
always the States. 

Mr. Evins. The education and training program was lodged with 
the VA, the responsibility for the training program. The law as 
amended and changed, after the diffic ulties arose, imposed upon the 
States the responsibility for approving programs, did it not? 

Mr. Stonr. Public Law 346 gave the States that right and kept us 
from doing any approval, at all, outside of the national approvals. 

Mr. Evins. That is the point. The VA could not go in and do this 
job, as it was imposed upon the States. 

Mr. Srone. At the very start of the thing. 

Mr. Evins. And therefore, it is the concept of State approval of 
education, You have to reimburse the States for the job which they 
do, or otherwise they wouldn’t do the job, is that correct? 

Mr. Stone. That is correct, sir. 

Mr. Evins. New and other irregularities and difficulties might de- 


| Velop if you did not have this inspection program, is that correct ? 


Mr. Monk. I think that is correct. 
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Mr. Evins. In other words, you have no authority for supervisig, 
and control from Washington because it is a matter of State approya 
and State inspection of education programs for veterans. 

Mr. Monk. We have no authority to supervise any training estab. 
lishment, nor to control any training establishment. 

Mr. Evins. Since you haven't that authority it is necessary that yo 
have funds to pass on to the States so that they will do the job / 

Mr. Monk. That is right. 

Mr. Evins. Or we again might run into all sorts of difficulties wit! 
the veterans’ education program. Rackets might again develop. 

Mr. Monx. It is quite possible. 


JUDICIAL REVIEW OF COMPENSATION CLAIMS CASES 


Mr. Evins. I should like to explore a little further the possibility of 
providing judicial review for claims in veterans’ compensation cases 
I know this is a subject that has been given a lot of study, but it 
interests me that in every agency of Government, no matter what 
agency, there is a right of judicial review, except for the veterans in 
the Veterans’ Administration. The law provides that the decision of 
the Veterans’ Administrator shall be final, with no appeal from it 

That seems to be a little harsh, a little stringent, and too final in 
concept. It was pointed out earlier a criminal or a saboteur can have 
a right of appeal even in a criminal case, but a veteran cannot have a 
appeal to our courts on his compensation claims or benefits. 

Now, why has the VA always given an adverse report on bills of 
that nature for judicial review ? 

Mr. Hiciey. The veteran is given a number of places where he get: 
consideration of his claim without any expense to himself, and also, it 
has been the long-standing policy and Congress has stated that he shal 
be given the benefit of the doubt if it is that close. 

Mr. Evins. A liberal interpretation of the law is suggested in the 
statute. 

Mr. Hieitry. The question involved comes then, if you go ther 
beyond that, then to the courts—I don’t know whether that would kk 
good, or not, to be perfectly frank with you. It would put them into 
an entirely new business. 

Mr. Evins. Veterans have the right in insurance cases to go int’ 
court. There is a division concerned with that in the Department of 
Justice—the Bureau of War Risk Insurance. 

Mr. Higtey. That is Mr. Birdsall, our legislative administrator. 

Will you comment on that ? 

Mr. Brrpsauu. As to veteran’s benefits sounding in contract prov: 
sions have been made to insure an opportunity to have judicial reviev. 

With reference to the benefits of compensation and pension, it 
largely historical and recognition of a fundamental and _ practical 
principle that judicial review has not been given. 

In other words, we go back to, I believe it was in the last decade of 
the 18th century where an attempt was made in 1792 to provide judicit! 
review of pension claims in the Federal courts. There were two 
instances before the law was repealed, and the law was repealed in! 
year, where they refused to take jurisdiction. 

They were given adjudicatory yer in connection with pensiot 
claims. After the law was repeiled and before the communication 
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could reach one of the southern circuits, the court also refused to take 
jurisdiction, but there the decision was rendered after the law was 
enacted. 

Mr. Evins. When was that? 

Mr. Brrpsany. 1792 to 1793. 

Mr. Evins. That was before you had the bulk of compensation 
cases pending. 

Now, we have hundreds and thousands of cases. 

Mr. Brrosauu. I wasn’t particularly presenting an argument there 
except to indicate historically there had been no change in the legal 
precedents. The courts, even before the provision barring judicial 
review, Which you mentioned, was placed in the law, the courts had 
refused to take jurisdiction on decisions in pension and compensation 
claims, those determinations being in the discretion of the Administra- 
tor. We have a very technical system, so to speak, because in effect 
you have to evaluate disabilities and you have your criteria for service 
connection and determining disabilities in their various severities, 
and their classification as to—we would call it a disability diagnosis 
as contrasted with a disease diagnosis. 

Mr. Evins. The Veterans’ Committee has been interested in this 
matter, the Judiciary Committee of the House has been interested in 
this matter, and the veterans’ organizations have all been interested 
in the matter. Of course, the Administration will not yield any of 
its jurisdiction in this regard, even though there is a set of circum- 
stances prevailing today which is different from that of a hundred 
years ago. 

Mr. Brrpsauu. The veterans have the privilege of appearance before 
rating boards, in the field, and have the same privilege in connection 
with their appeal before the Board of Veterans’ Appeals. 

They have the right to have a representative of a recognized vet- 
erans’ organization to present their claim originally or on appellate 
review by the Board of Appeals. This Board rotates its membership 
to insure most careful considerations. 

For the most part, there has not been a great deal of criticism. 
There will always be differences of opinion in some cases involving 
the acceptance of and the weight given the evidence. There is no 
assurance, even if judicial review were made effective, that the cases 
would be settled in the manner the proponents might hope. The 
caseload would be heavy and the courts would be involved in a subject 
matter fundamentally one for final determination by an executive 
department or agency. 

It is a problem, Congressman, as you know. I believe that the 
overall picture would indicate at least a practical inadvisability. 


ADMISSION OF NON-SERVICE-CONNECTED CASES 


Mr. Evins. In connection with the admission of veterans to hos- 
pitals in non-service-connected cases, has it not been the experience 
and findings of the VA, that the so-called highly-touted numbers of 
abuses have not been great, but your own investigations and your 
own findings have found that they are not substantial’ 

Mr. Hictey. Percentagewise, they are very small. 

Mr. Evins. That is the result of your own findings and I might say, 
also a result of the findings of the Subcommittee on Hospitals of the 
Committee on Veterans’ Affairs and the major veterans’ organiza- 
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tions. Ifthe chairman would permit some matters in that connectioy, 
I would like to have reports of these findings included in the record, 

Mr. Chairman, I have the results of some findings by the Gener 
Accounting Office, by the veterans’ organizations, and some of my 
own, with respect to the minimum number of improperly admitte) 
non-service-connected cases to the VA hospitals, and with your per. 
mission I would like to have these added to the record. 

Mr. THomas. Without objection, they will be included in the recon 
at this point. 

(The documents referred to follow :) 


EXCERPT FROM THE STATEMENT OF ALFRED L. ENGLISH, NATIONAL COMMANDER, 
DISABLED AMERICAN VETERANS, PRESENTED DuRING HEARINGS BEFORE THE 
(‘OMMITTEE ON VETERANS’ AFFAIRS, HOUSE OF REPRESENTATIVES, 84TH CONGREss, 
1st SESSION, FERBUARY 2, 1955 


The first question is the effect that the amended form 10—-P-10 and addendum, 
Circular No. 11, 1953 “designed to protect applicants for hospitalization and 
veterans, generally, from charges of ‘chiseling’ may have had on the admission 
of veterans seeking hospitalization for non-service-connected disabilities.” The 
DAV, you may recall, presented no objection in 1953 to the general program of 
the admission of the non-service-connected veteran unable to pay for his hosj- 
talization elsewhere. We submitted no evidence of alleged abuses of the admis. 
sion of non-service-connected veterans well able to pay for their hospitalization 
I have been advised that we had conducted a careful survey through our national! 
service offices but found no such abuses which would justify an amendment or 
change in the form 10—P-10. In a recent survey conducted throughout our 
offices we asked the specific question : 

“Has the revised form 10-P-10 and addendum 10-P-10a corrected alleged 
abuses of the admission of non-service-connected cases who may be able to pay 
for the treatment elsewhere?” 

The general response was that there had been no abuses in the first place an/ 
the addendum was unnecessary. The answer received from our national service 
officer in Montana seems to express the opinion of many. He states: 

“To my knowledge there were no abuses of hospitalization of non-service- 
connected cases in the State of Montana. The publicity given, and the use of 
revised form 10—-P-10 and addendum 10—P-10a, has only served to drive away 
deserving veterans from making application for hospitalization with tle 
Veterans’ Administration when they are in need of and entitled to the same.” 

AS usual the honest man with a little pride and a conscience is the only one 
who is denied. The fellow with an easy conscience or definite ideas as to his 
“rights” will pay no attention to the addendum. 

The second question relates to the desirability of terminating the present 
emergency period for the Korean conflict as it relates to continuance of wartime 
benefits. I will discuss this question in full at a later point in my statement. 

The third question is: 

“The needs of the Veterans’ Administration program with specific attention 
to any indicated need for major renovation or repair of existing VA hospitals 
and domiciliary homes. Particular reference is made to major repairs deemed 
necessary in certain of the older VA facilities which are not being taken care of 
in the current budget.” 

As we have already indicated the Disabled American Veterans is vitally 
interested in the care and welfare of the wartime service-connected veteran 
and his rehabilitation. We believe that the hospitalization program of the 
Veterans’ Administration and the treatment of the war veteran is one of the 
most important and necessary functions of the VA. We are extremely prowl 
of the part the DAV has played in the past in the construction and maintenance 
of your great VA hospitals. I know that members of this committee are deeply 
interested in the hospital program also. 

I would like to stress at this time the present need for altering or renoyatiles 
many of the older hospitals, enlarging them where necessary, and even rebuildins 
some of them that were originally constructed as temporary buildings durin¢ 
the war. The science of medicine and the treatment of the physically and 
mentally ill in hospitals have advanced rapidly and require modern and uj> 
to-date structures if the veteran patient is to receive the first-class treatmen! 
he so justly deserves. Looking at it from a cold practical standpoint it is just 
plain good business for the Government to keep current with the maintenance of 
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these hospitals, renovating and altering them from time to time when needed, 
The lack of necessary funds has been one of the reasons that the altering and 
maintenance of many of the older hospitals has not been put into effect. The 
DAV hopes that this year sufficient money will be provided in order that all 
of the older hospitals can become first-class institutions. 

The CHAIRMAN. For the benefit of the new members, I would like to comment 
on this question about the addendum 10—P-10a. A couple or 3 years ago, 
there Was considerable criticism of men entering the hospital for treatment of 
non-service-connected illness on the basis that they could not pay for their treat- 
ment. There was considerable talk here in the committee, and amendments 
offered on the floor. 

The Veterans’ Administration placed the form 10—P-10a, in effect which re 
quired a veteran to file a financial statement. That statement was not binding. 
Regardles of what he put on that statement, he could still go into the hospial, 
if he said he was unable to pay. 

Mr. Commander, I have seen a list prepared by an agency of our Government 
which lists men, lists their income; and if that list, which I saw be true, then 
there is no question that there was some abuse of people in hospitals. 

Now, I have found cases myself, personally, where service officers said they 
were able to get persons into a VA hospital with no questions on income. I have 
also asked questions personally through many hospitals of men as to whether or 
not they objected to signing this, and I have yet to find a man who did object. 

I think the statement that you made that you will have some conscientious vet- 
erans that will not go to a hospital, is certainly true, and if your organization finds 
some men of that kind who you feel should get in, if you would let us know we 
certainly on this committee will do everything we can to see that they get into 
a hospital. 

But if this list is ever published, and if it be true, they have the names, and 
they have the income, and they have everything there is to know about the 
man, and if that list be true, then there was some abuse. In fact, when some 
of these men were confronted with this information, some of them paid for their 
hospitalization, and some of them moved from a VA hospital to a private hospital. 

So probably it is to a very minor extent, but I am convinced there was some 
abuse of the hospitalization program. 


Excerpt FRoM THE STATEMENT OF SEARBORN COLLINS, NATIONAL COMMANDER, 
AMERICAN LEGION, PRESENTED DURING HEARINGS BEFORE THE COMMITTEE ON 
VETERANS AFFAIRS, HOUSE OF REPRESENTATIVES, 84TH CONGRESS, 1ST SESSION, 
Fesruary 8, 1955 


1. The amended 10—P-10: The calm appraisal of our American Legion de- 
partment service officers is that this new form has been received and used with 
i minimum of announced dissatisfaction. Our representatives in the field have 
discussed this matter with VA hospital managers. There has been no decrease 
in the number of those applying for VA medical and hospital care. We submit 
that this is an indication of the sincerity and the true eligibility of those making 
se of this privilege. Only a small number of cases have come to light where the 
application has been withdrawn when those seeking hospital care have faced the 
questions having relationship to their financial and economic status. Generally 
speaking, the new procedure has worked well. 


Excerpt From THe STATEMENT oF Rurvus H. Wrison, NATIONAL COMMANDER, 
\MVETS, PRESENTED DURING HEARINGS BEFORE THE COMMITTEE ON VETERANS’ 
AFFAIRS, HOUSE OF REPRESENTATIVES, S4TH CONGRESS, 1ST SESSION, FEBRUARY 
9, 1955 


In our effort to assist your committee in the evaluation of the effect of the 
imended VA Form 10—-P-10 now being used in connection with the hospitaliza- 
(lon of veterans for the treatment of non-service-connected disabilities, we 
‘isked 25 AMVET national service officers to study this question and report upon 


They were unanimous in ther reports that the amended P-10 had in no way 
curtailed the volume of non-service-connected hospital admissions, but that it 
had served as a deterrent, keeping mary of those who could well afford to pay 
for hospital treatment from seeking admission to VA facilities for the treatment 
of non-service-connected conditions. 
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We have always maintained that abuses in this program have been relatively 
few. This is corroborated in summing up the reports of our field people. One 
service officer in particular reports that out of 13,000 applicants for non-service. 
connected hospitalization less than 12 have been denied because of either a 
VA determination or their own admission that they could afford to pay. 

Because the “ability to pay’ requirement was not spotlighted or featured 
prior to the inauguration of. the addendum, I believe we can logically assume 
that this small group would very possibly have been admitted to the hospital. 
It therefore seems obvious to us that the addendum has served as a deterrent 
It seems equally obvious that the cases of abuse are relatively few in Comparison 
to the total number of applicants. The primary conclusion to be drawn from 
the P-10 addendum is that it has effectively answered false criticism of this 
veterans’ benefit. 

AMVETS subscribe wholeheartedly to the theory that veterans should be 
treated in VA hospitals for non-service-connected conditions provided they can- 
not assume the cost of hospitalization and provided a bed is available. We urge 
this committee to continue to support this basic philosophy also. To protect 
the integrity of the thousands of veterans rightfully entitled to this benefit, 
however, we suggest that the inspection authorized by House Resolution 68 
include a further study of the nature and extent of any abuses in this program. 
If it is determined that abuses are still prevalent, AMVETS will support any 
sound recommendation for their elimination just as we supported and recom 
mended the addendum to the P-10. 


Excerpt FRoM THE STATEMENT OF MERTON B. TIcE, COMMANDER IN CHIEF, VET- 
ERANS OF FOREIGN WARS, PRESENTED DURING HEARINGS BEFORE THE COMMITTEE 
ON VETERANS’ AFFAIRS, HOUSE OF REPRESENTATIVES, 84TH CONGRESS, 18ST SEs- 
SION, FEBRUARY 15, 1955. 


Amended form 10—P-10: The first question posed by your recent letter, Mr. 
Chairman, relates to the effect of the amended form 10-P-10, which requires 
applicants for hospital and/or medical care to list their assets and liabilities. 
Our 55th national encampment approved a resolution protesting the amended 
form and urging its discontinuance. Our opposition was not based on the fact 
that we favor free hospital and medical care for the nonservice disabled who 
can afford to pay for such treatment from private sources. In fact, for many 
years our service officers have been directed not to encourage hospital and 
medical care in non-service-connected cases for those who are able to pay. 
They have universally informed us that they have strictly adhered to this direc: 
tive. Our opposition to the use of this form is based on the premise, first, that 
the applicant is already required to sign an affidavit that he cannot afford to 
pay, and, second, that we consider abuses to be negligible. While we recognize 
that in such an extensive program it is inevitable, regardless of the rules and 
regulations adopted, that there will be some isolated instances of hospitaliza 
tion of persons who have the ability to pay. It is our belief, however, that the 
incidence of such violations will not be reduced by the amended form; and if 
our assumption in this respect is correct, the amended form serves no useful 
purpose. If it is not effective to reduce the abuses it seeks to correct, its con- 
tinued use is not justified, and we feel that in some cases it requires an unwar- 
ranted disclosure of personal information. 


STATEMENT OF THE HONORABLE JOE L. EvVINS, MEMBER OF CONGRESS FROM THE 
STATE OF TENNESSEE, AS PRINTED IN THE HEARINGS ON ENTITLEMENT AND 
ELIGIBILITY OF VETERANS FOR HOSPITAL CARE AND OUTPATIENT DENTAL CARE 
BEFORE A SUBCOMMITTEE OF THE HOUSE COMMITTEE ON VETERANS’ AFFAIRS, 
Jury 9, 1953 


Mr. Chairman, the Committee on Veterans’ Affairs has given considerable 
study to the hospital and medical care problem. <A special Subcommittee on 
Hospitals has made an extensive survey of the veterans hospital program includ 
ing the service-connected and non-service-connected caseload. 

I should say that the veterans hospital program has been blackened and 
given a black eye by a few instances of irregularities and some illegal and im- 
proper admissions of veterans to VA hospitals. 

During the recent months, there have been in fact three surveys made by 
responsible sources of the Government with reference to the hospital and medi- 
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val service of the Veterans’ Administration. I w ant to direct the committee's 
attention to the result of these surveys—each of which tends to discount and 
discredit much of the false propaganda being directed against the veterans 
pospital and medical care program. é ' 

These surveys show that the number of veterans with non-service-connected 
disabilities who have been improperly and illegally admitted to VA hospitals 
constitute a few exceptions. These exceptions have been strongly exaggerated 
and magnified—to the extent that the whole Veterans’ Administration medical 
and hospital program has been damaged and blackened. 

Some critics of the Veterans’ Administration program have allowed a few scat- 
tered clouds on the horizon to cast shadows over the operation of a great medical 
program for the disabled and needy veterans of the Nation. 

' The Appropriations Committee, in its report, has cited 12 cases—which the 
committee believes are cases of veterans improperly admitted to the VA hos- 
pitals. All the facts on the cases are not given. 

It should be remembered that there are more than 20 million veterans in 
the Nation, and approximately 114,000 veterans in our hospitals today. 

When we consider the average daily patientload of 114,000 veterans in hos- 
pitals—and 20 million veterans of the Nation, 12 cases of questionable and im- 
proper admissions is certainly not a bad situation. It is, in fact, an excellent 
record—a record of administration of which the Nation can and should be 
proud. 

An illustration of one such instance may serve to show the damage which 
results to veterans hospital programs by publicity being given to a seemingly 
improper case without the full facts being known. 

The mayor of one of our great cities of the South was admitted to a veterans 
hospital for care and treatment and the press played up the facts of this admis- 
sion aS One improperly admitted to a Veterans hospital. The facts are that this 
mayor was a Marine Corps veteran. He died shortly after his admittance to 
the veterans hospital and his estate, upon administration, was declared bank- 
rupt. 

I am sure that this veteran must have known best his financial circumstances 
at the time of his admittance into the hospital—better than the critics of the 
veterans hospital program. 

All of the surveys of the VA hospitals in this connection refute the critics of 
the medical care program. 

The Comptroller General’s report covered a survey of 46 veterans general 
medical and surgical hospitals. This report, submitted to the chairman of 
the Committee on Veterans’ Affairs on March 11 of this year, shows that of 
the 46 hospitals surveyed, 64.4 percent of the veterans hospitalized were suffer- 
ing from non-service-connected disabilities while 35.6 percent of the caseload 
in these hospitals were service-connected veterans. 

At first glance, some persons might assume that a large number of the 64.4 
percent of veterans with non-service-connected disabilities were ineligible or 
illegally admitted to VA hospitals. 

A more careful analysis shows that 24.8 percent of veterans in this category 
had permanent and total disabilities and were receiving compensation and being 
treated for both service-connected and non-service-connected disabilities. 
Eleven and four-tenths percent of veterans in this group were suffering from 
service-connected disabilities and were at the time being treated for non-service- 
onnected disabilities. An additional 11.4 percent of veterans in this class 
were suffering from tuberculosis, cancer, psychosis, or other long-term chronic 
disabilities, Six and one-tenth percent were being treated for other disabilities— 
the nature of which had not been adjudicated or determined at the time, 

Veterans with service-connected disabilities, plus the number of veterans suf- 
fering from TB, cancer, psychotic, and long-term disabilities—all legally ad- 
mitted to VA hospitals—total 89.9 percent of VA cases. 

According to the GAO report, we thus have only 10.1 percent of veterans hos- 
pitalized who had no service-connected disabilities and who are being treated 
for sickness and disabilities for less than 90 days—a small fraction indeed of the 
veteran population. 

_We have a question today as to whether the Federal Government or the 
‘tates shall care for the disabled and needy veterans of this country. It is a 
major question as to whether it shall be a Federal or a State responsibility. 

Former President Hoover said in 1932: 

“The Nation is not asking for a reduction in allowance for men and depend- 
ents whose disabilities arise out of war service nor for those veterans with 
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substantial service who have become totally disabled from non-service-connected 
causes and who are at the same time without means of support. These latte 
veterans are a charge of the community at some point, and I feel that in viey 
of their service to the Nation as a whole, responsibility should fall upon th 
Federal Government.” 

President Hoover recognized that the responsibility for the care of the dis 
abled and needy non-service-connected veteran was a Federal responsibility. 

Former President Coolidge said in 1938 : 

“T recommend that all hospitals be authorized at once to receive and care for 
without hospital pay, the veterans of all wars needing such care whenever ther 
are vacant beds, and that immediate steps be taken to enlarge and build ney 
hospitals to serve all such cases.” 

It has long been accepted Federal policy that the Federal Government shou) 
care for the disabled and needy veterans of the Nation. 

We have heard here today statements to the effect that the veteran popula 
tion of the Nation is increasing—that the cost of care for the veterans of th 
Nation is increasing. We have all heard this song before. We hear it each tiny 
that the Appropriations Committee reports the annual appropriations bill fo; 
the care of the veterans of the Nation. 

When I first came to the Congress shortly following World War IT, the tots 
appropriations for the Veterans’ Administration for all purposes was approx 
mately $9 billion. This was in 1947. 

In 1948 appropriations for the VA were reduced, in round figures, to $8 billion 

In 1949 VA appropriations were further reduced to approximately $7,500. 
000,000. 

In 1950 there was a further cut in funds for the VA for all purposes to about 
$6 billion and for the next year to $5 billion. 

Last year appropriations for all purposes for the Veterans’ Administration 
totaled $4,157,203,960—and now for the fiseal year 1954—the present bill car- 
ries a total fund for the VA for all purposes of $4,008,335,264—which represents 
a cut of $41 billion during the past 6 years. So do not let anyone tell you 
that expenditures for veterans are increasing. The number of veterans is in- 
creasing, but the cost of benefits to veterans is decreasing. 

The original budget request for the hospital and medical care program for 
1954 was $921,100,000. This bill carries an authorization for these purposes 
totaling $S895,710,600, which is a cut of $25,389,400 for administration, hospital, 
and medical-care programs. 

The committee has approved $555 million for the hospital program alone and 
this sum is more than the amount recommended in the original Truman budget 
or the Eisenhower revised budget. 

The committee should be congratulated for providing full funds for the 
hospital program—an amount which VA officials and the Chief Medical Director 
have assured the committee would be adequate to do a good job and insur 
operation of all existing VA hospitals. 

The committee has provided funds for the hospital program while at the sani 
time making cuts and reductions in other phases of veterans’ benefits—cuts hav 
thus been made elsewhere to offset this increase. 

A reduction of $800 million has been made for compensation and pension. The 
amount for compensation and pension is fixed by law, and this reduction wil 
of necessity, have to be later restored by subsequent appropriations. 

Readjustment benefits for veterans of World War II and Korean veterans 
have been cut by $220,651,000. Funds for repair and improvement of VA 
buildings and other items have been cut $7,344,000—representing a total cul 
of $565,879,400 over the revised 1954 estimates of VA needs. 

Yes, reductions are continually being made in the veterans’ benefit progran 
The hospital and medical care service for veterans represents the very hear' 
and core of veterans’ benefits. The overall cuts have been too severe. It i 
time that this trend be stopped. 

In addition to the number of veterans of the Nation, more than _ 80,(0 
Korean veterans are being discharged each month. 

A grateful Nation should see to it that these men are given just recognitio! 
for their sacrifices and services to the Nation. 

We as a Nation cannot carry on the traditions that have made our count!) 
great simply by uttering words of praise to our Nation’s heirs on Memoria! 
Day. The great veterans’ benefit program we have built up should not be 
whittled away. It should not be scuttled by those who would economize at tlie 
expense of the disabled and needy veterans of our country. 
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The question of responsibility for the diseased, disabled, and the needy 
veterans of this country is a Federal responsibility and not a State responsi- 
pility. We should not try to shirk our responsibility by putting riders on ap- 
propriation bills to cut off benefits to the needy veterans, just because there 
have peen a few eases of illegal admissions to VA hospitals. Under such a 
procedure deserving veterans would be penalized. 


Excerpts From HEARINGS BEForE A SUBCOMMITTEE OF THE HOUSE COMMITTEE ON 
VETERANS’ AFFAIRS ON ENTITLEMENT AND ELIGIBILITY OF VETERANS FOR HospPI- 
rAL CARE AND OUTPATIENT DENTAL TREATMENT, ON JULY 21, 1953 


Mr. Evins. I have a statement that I would like to read for the record. This 
statement represents the summary of recommendation of the manager of the 
veterans’ hospital in the district which I represent. [Reading :] 


““\ITURFREESBORO, TENN. 


“Listed below are the necessary changes, alterations, and additions in the 
priority in which they should be completed, in order to maintain a cohesive 
operation. 

“A new 100-bed tuberculosis building as located on the attached plot plan: a 
new 100-hbed general medical and surgical building to include 25 beds for neuro- 
psychiatric-G, M. and 8S. patients, and 25 beds for neurological patients. The 
kitchen should be of sufficient size to provide food for a centralized dining room 
in one of the new nurses’ quarters. A new 150-bed neuropsychiatric-admissions 
building (male and female) to include space on the ground floor for the entire 
registrar division. A new 250-bed geriatric building located as outlined on the 
attached plot plan. 

“The most pressing need at this hospital is an adequate staff of professional 
medical employees, including psychiatrists, neurologists, and other physicians 
in the following fields; internal medicine, pathology, and physical medicine re- 
habilitation. 

“This station would encounter little difficulty with regard to recruitment of 
auxiliary staff if we had an adequate staff of physicians to give the necessary 
leadership in promoting a dynamic treatment program. 

“This is a 1,807-bed neuropsychiatric hospital of which only 1,085 beds are pres- 
ently activated. The lack of professional personnel heretofore mentioned re- 
cently necessitated our closing ward building 8 With the recruitment of an 
adequate number of physicians, all of the beds in this building could be activated. 

“At the present time, we are only admitting service-connected cases; however, 
we can expect an ever-increasing demand for additional neuropsychiatric beds 
for the next 25 years. We have a long list of non-service-connected cases for 
which there are no Government, State, or civil facilities available. 

“Sam JARED, Jr., 
“Manager, Veterans’ Administration Hospital.” 


VETERANS’ ADMINISTRATION HOSPITAL, 
Murfreesboro, Tenn., April 17, 1953. 
Hon. Jor L. Evins, 
House of Representatives, Washington, D. C. 

Dear Mr. Evins: Reference is made to your recent visit to this hospital and 
our discussion concerning the average length of stay of patients in this hospital. 
The average length of stay as indicated in section II of your questionnaire was 
15 days for service-connected, and 332 for non-service-connected neuropsy- 
chiatric patients which appears to be quite a long-period; however, this is due 
to a relatively small number remaining in the hospital for a number of years. 

In order that you may have a clearer picture, I am attaching a list denoting 
the various lengths of hospitalization by periods of military service. It is be- 
lieved this information will be beneficial in analyzing this particular subject. 

Please do not hesitate to contact me in event additional information is desired. 

With kindest personal regards, I am. 

Very truly yours, 
Sam JARED, Jr., Manager. 
58616—55—pt. 2——29 
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Excerpt from a survey of 422 non-service-connected G. M, and S, patients, | 
VA Hospital, Memphis, Tenn., Aug. 10, 11, 12, 13, 14, 1958, 


cond 
national field service, the American Legion 


Part I1]1—cases-.- 

Part I[1[—claims pending 

Having service-connected disability 
nected disability 

Service-connected claims pe nding 

No claim filed : 


, but hospitalized for non-service-con- 


Employment status: 
Not employed *_ 
Self-employed 
Employed . 
Part-time employme nt. 


Total 


Average number of non-service-connected G. 
on dates of survey_____--_—- 
Averi age nuilnber of non-service-connected G. 


Number of patients not interviewed because of 
surgery, laboratory, ete 

Patients interviewed 

Number of patients having some form of insur 


attendance at clinics, 


Income status after onset of illness or hospitalization : 
Income stopped * 
Income not stopped * 
Receiving pt. III pension ‘ 


Total — 


1 Includes those receiving pt. III pension. 
2Includes unemployed. 


’ Includes those receiving full pay or sick-leave pay. 
* Permanent and total non-service-connected disability pension. 
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COMMITTEE ON VETERANS’ AFFAIRS 
Howse OF REPRESENTATIVES 
Edith Nourse Rogers, chairman 
HOSPITALIZATION RESOLUTION ADOPTED BY COM MITTEF, MARCH 24, 1954 


Whereas the Subcommittee on Hospitals of the Committee on Veterans’ 
Affairs did circulate a questionnaire among all Veterans’ Administration hos- 
nitals and other medical facilities during 1953, in an effort to determine the 
efficiency and adequacy of their operation ; and 

Whereas said subcommittee held hearings of 3 weeks’ duration, providing 
1265 pages of printed testimony on the subject of entitlement and eligibility 
of veterans for hospital care ; and 

Whereas all interested organizations, including veterans’ groups, medical 
societies, and appropriate officials of the Government, were heard on this sub- 
ject; and 

Whereas the Veterans’ Administration has issued an addendum to the admis- 
sion application form for hospital care requiring the listing of assets and liabili- 
ties for non-service-connected cases ; and 

Whereas information on said addendum is not to be divulged to other than 
appropriate Veterans’ Administration officials ; and 

Whereas said addendum does not preclude hospitalization for needy cases: 
Therefore be it 

Resolved, That the Committee on Veterans’ Affairs approves the present 
unlimited hospitalization of service-connected veterans: and be it further 

Resolved, That the committee urges the cooperation of all veterans’ groups 
and all other parties interested in medical care for veterans that the new 
admission policy be given a fair trial and period of operation before any final 
conclusion is reached on its workability or feasibility : and be it. further 

Resolved, That no legislation be considered on this subject until the effect 
of the new policy has been determined ; and be it further 

Resolved, That the committee approves the continued hospitalization of non- 
service-connected neuropsychiatric and tubercular veterans: and be it further 

Resolved, That the committee approves the continued hospitalization of other 
croups of non-service-connected veterans where beds are available and the vet- 
eran does not have the ability to pay for private hospitalization. 


Mr. Toomas. We will return tomorrow morning at 10 o’clock. 


Tuurspay, Marcn 3, 1955. 
Mr. THomas. The committee will please come to order. 
FUNCTION OF THE APPRAISAL SECTION 


Mr. Bonanp. As the chairman would say. under the Loan Guaranty 
Division, the Appraisal Section, there are 870 bodies. What do these 
people do, and where are these 870 people located ¢ 

Mr. Sweeney. The composition of the Appraisal Section—I think 
about 50 percent of them are technicians, broken down as to appraisers 
und construction analysts, and the balanee—— 

Mr. Botanp. About 425 to 450. Where are they located? Would 
they be all over the country ? 

Mr. Sweeney. They are in regional offices. 

Mr. Botanp. In the regional offices ? 

Mr. Sweeney. Yes. 

Mr. Botanp. What do they do? 

Mr. Sweeney. So far as appraisal activities are concerned, when re- 
quests come in for appraisals on an individual unit, the clerk in there 
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assigns one to make the appraisal, assigning it to one of the fee ap- 
praisers, and when the appraisal report comes back the salaried ap. 
praiser reviews it in connection with anv records that they maintain, 
with respect to comparable properties, to determine whether or not 
the appraisal report is in line with the current market. 

He reviews the comments of the appraiser with respect to any de. 
preciative items and any economic phases that may be reported and 
determines whether the value established by the fee appraiser is in 
line, and, if not, he will contact the appraiser, and ultimately deter- 
mine his own evaluation. 

Mr. Botanp. [I am not going into all the details of what the section 
does, but apparently it has the responsibility of establishing admin- 
istratively minimum standards for construction. It does that, too, 
does it? 

Mr. Sweeney. The overall property requirements, the land-devel- 
opment requirements, are prescribed in the central office. 

Mr. Bouanp. Yes. 

Mr. Sweeney. The regional offices are charged with the responsi- 
bility of making sure that the builders in connection with the new 
construction are following or adhering to those requirements. 

Mr. Botanp. What is the supervision on the part of the Veterans’ 
Administration ; that is, after a home has been completed, as to when 
the appraiser ceases to determine whether or not the contractor has 
lived up to the plans and specifications and conditions that are set 
down by the Veterans’ Administration in relation to the building of 
the home? 

Mr. Sweeney. It is our purpose, during the course of construction, 
to make routine inspections, that is, two. The third and final is at 
the completion. However, under the present law, we do have some 
problems in connection with the builder’s warranty, which are pre- 
scribed in the Housing Act and until such time as a complaint comes 
in, we have nothing further to do with the property. If complaint 
comes in with respect to a deficiency in construction, or in connection 
with the builder’s warranty, which is now in effect, then the Veterans 
Administration will go in and ascertain the cause of the complaint 
and determine whether or not there is a defici lency in items in an 
attempt to discover whether or not the construction is in line with 
the plans and specifications, or whether the veteran has a right to 
take the matter up further. 


RECOURSE AVAILABLE TO VETERAN AFTER COMPLETION OF HOUSE 


Mr. Boutanp. For a major deficiency, referring to a home that his 
been completed for a year or so, does the Veterans’ Administration 
exercise any jurisdiction on that, or what, if any, recourse does the 
veteran have then? 

Mr. SWEENEY. Well, he has two recourses. First he can come to 
the Veterans’ Administration and we will determine whether the 
builder is responsible for the deficiency and, if so, make a demand upon 
him to correct it. 

Mr. Botanp. How many complaints of that nature have you had! 
Have you had many against the builder after the home has been com- 
pleted ; that is, have you had many complaints relative to major defects 
which have occurred, let us say, within the year after the house has 





een completed? The defect may possibly relate to something that 
veurred when the home was being built. I can understand that you 
ould not have an appraiser there to examine everything that was 
lone every day, but if the builder has failed to fulfill the terms of the 
ontract, amd has not done the job as specified, what does the VA 
lo in that regard a year or so after the home has bee *n completed ? 
jo you have many complaints with respect to builders ? 

\ir. Sweengy. Well, Congressman, let me put it this way: When 
‘ou put it in the category of major complaints, that has primarily 
odo with wet basements, or ground settling. We have had some prob- 
ems in some areas with respect to these types. Now what we attempt 
odo, if we find that that is a valid complaint, and maybe the builder 

has slipped up a little bit in that respect, we make the builder go 
ack and correct the situation. 

If he fails to do that, then the only other remedy that the veteran 
us is to go in and ask for civil suit. We do have certain sanctions 
wer the builder; and if he does not perform, where, in our opinion, 
ve think he should correct the deficiency, we suspend the builder from 
he program. 

Mr. Boranp. Do you have a form FL-269 which the veteran can 
le: is there some such form as that ? 

Mr. Sweeney. Tam not familiar with it by number. 

Mr. Botann. Is there a form letter which you might send out to the 
eteran on complaints about some faulty construction ? 

Mr. Sweeney. Well, there may be a local form that the veteran 
ould use, which the Veterans office can use, when they are going 
0 look into a complaint. 

The next step is for the office to communicate with the builder, 
etting forth the item of deficiency that the veteran has reported to us 
ind make demand on him to go in there and contact the veteran and 
letermine what he is going to ; do to satisfy the complaint; usually he 
vill make correction, depending upon what the item is. 

Mr. Botann. I think you have done a good job. I was interested in 
learning what the Veterans’ Administration did after the home has 
en completed with respect to some case where a deficiency has shown 
i. and whether or not the Veterans’ Administration exercised any 
jurisdiction over that situation. 

Mr. Sweeney. Congressman Boland, as I indicated, we are also 
interested in it on the basis of our guaranty, so we do look into the 

matter and try to get the builder to perform according to the plans 
nd specifications and the property and construction requirements. 


GENERAL POST FUND 


Mr. Boranp. Thank you, Mr. Sweeney. 

Now, with reference to the general post fund, I was looking at the 
report of the committee last year and I find you have a general post 
find. What was the balance in that fund at the end of 1954 or 7 2 

Mr. Kersey. We had on hand on December 31 in this fund $1, 038.- 
0) in round figures and an investment of $2,866,000. 

Mr. BoLAND, You have about $3 million on hand. 

Mr. Keusry. Yes, almost $4 million. 

Mr. Borann. How old is the fund? I presume it must be very old. 





Mr. Ketsey. It dates back to the old days. It was established ba 

LSGOD. 

Mr. Botanp. The Congress has apparently specified what the fun 
can be spent for ¢ 

Mr. Keusry. Yes. 

Mr. Botanp. That is in the law ? 

Mr. Keusry. Yes. 


USE OF THE FUND 


Mr. Botanp. Specifically, I find here the note that it can be used 
for construction of chapel, recreational facilities, and for the genera! 
welfare of all of the veterans. 

Mr. Kensry. That is right, except that it shall be spent for the 
general good of patients rather than to channel it to any individual 
or toa small group. The expenditures are intended for all veterans, 

Mr. Botanp. Well, Congress did not say that, did it-? 

Mr. Ketsey. I think that was written into the basic legislation, 

Mr. Botanp. Do you have the basic law before you ¢ 

Mr. Keiser. No; it was transferred to the Veterans’ Administra- 
tion from the old Pension Bureau by Public Law 536 of the Tist 
Congress. The use of the fund, as authorized in the law, is within 
the discretion of the Administrator. 


CHAPEL CONSTRUCTION AT NORTHAMPTON HOSPITAL 


Mr. Botanp. I am interested specifically in the construction of a 
chapel at the Northampton Veterans Hospital, and one reason hy 


I am interested is that there is a private corporation established there 
for the purpose of constructing a chapel, and it raised some $50,(000. 
In the original plan, and I think it is true in some of the other hos- 
pitals, this one was built probably around 1926, or some years earlier 
but in the original plan, they show a separate and distinct chapel 
facility, and I suppose for a number of reasons it was never built. 
As you know, there are a number of other NP hospitals and I think 
the Administration recognizes there is some therapeutic value to such 
chapels. 

Mr. Hiciry. Yes, certainly. 

Mr. Botanp. Through religious services. 

Mr. Hieiry. Yes. 

Mr. Boranp. And I do not know how you can get it unless you 
have chapel facilities. I was just wondering whether or not you 
could not apply some of these funds—use some of the general post 
funds for that construction. It seems to me that in a situation where 
the residents of the area, in the area where some of them were hos- 
pitalized, had contributed funds, if it might not afford an opportunity 
to take some of this money and use it for chapel facilities. 

[ realize you cannot do it in every one of them, or you would have 
to go in and build chapels in other places, but how many NP hos- 
pitals now do not have chapel facilities ? 

Dr. Wotrorp. I cannot say offhand, but I will say that there are 
some 6 or 7—— 

Mr. Botanp. You have about how many NP hospitals? 

Mr. Hictry. Some forty. 
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Mr. Botanp, And 7 do not have facilities ? 

Dr. Wortrorp. Out of 39 hospitals, 6 or 7 do not have adequate 
chapel facilities. 

Mr. Botanp. I would like to have the Administrator give some 
though to using a part of the post funds for this purpose. If you 
only have seven of them. I presume to meet the needs of any one 
hospital would not take more than $200,000 or $250,000 for a ch: apel, 
and at those places where people have raised money, as they have in 
Northhampton. T believe there was some other hospital out in Cali- 
fornia that has raised something like $35,000—which has been ear- 
marked from some individual as a gift for a chapel- 

Mr. Hietey. There is one other than that. 

Mr. Botanp. Would you consider that, and would you say whether 
or not it would be the policy of the VA to use some of these funds? 

Mr. Hietry. We are studying this matter, Mr. Boland. Up to 
this time, it has not been the policy to do what you suggest. 

Mr. Botanp. I understand. 

Mr. Hietry. My feeling is that we should use more of this money 
because I do not know just where we will wind up. I do not known 
just what this way-off day is, when we are going to need these funds. 


VA POLICY ON USING PRIVATE GIFTS OF FUNDS 


Mr. THomas. What is wrong with using funds raised locally for 
that purpose; what is wrong w ith that? 

Mr. Bouanp. It is fine but they do not have enough. Although 
this corporation was able to raise $50,000, that still is corporate funds. 

Mr. Tuomas. Is there any reason whatever they cannot use it for 
local humanitarian purposes, or for religious purposes ? 

Mr. Ketsry. Mr. Chairman, if it is reasonably equal to the amount 
that is required, it can be used. And it is often used on what we call 
specific donations, but the problem that does come up sometimes is 
that there is such a small amount contributed, let us say, toward a 
chapel, not like your case, Congressman Boland, but where the con- 
tribution is, say $2,000. 

Mr. Tuomas. Yes. 

Mr. Ketsry. So we try to get them either to earmark it for some 
other purpose, or to understand that it is practically of no immediate 
value if it is just for a chapel. 

Mr. THomas. $50,000 is a lot of money. 

Mr. Kreisry. Yes. 

Mr. Tomas. If they can use it. 

Mr. Kersey. That kind of spec ‘ific donation is considered by the 
Department of Medicine and Surgery, and certainly if it is feasible 
to go on with the project—if it is near enough in amount, some 
action can be taken. But in practically all of these hospitals where 
we have special gifts of any kind, we try to get the donor to under- 
stand that there must be a practicality to the gift, whatever the 
amount might be; but it sometimes presents a problem. Then, there 
is the question of maintenance of a gift—it is just a question of prac- 
ticality, and the matter of practical use of it. 

Mr. Pritires. About this illustration of $2,000 that you persu: udled 
them to use somewhere else. Why would you not take the $2,000- 
if that is where you are going to build a chapel anyway? 
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Mr. Kerxsry. We do not necessarily turn down the gift. 

Mr. Puiiirs. My point is why would you not take the $2,00 , or 
whatever the amount is, even it if is small, and apply it to some 
specific object in the chapel that could be identified as the gift of the 
group. Whole churches have been built, and lodges, by individuals 
buying some object from a chair to an entire church. 

Mr. Kexsry. Yes. 

Mr. Pumurs. Or the altar equipment, or something lke that. 
do not see any reason why that should not be done. 

Mr. Kesey. That is being done all the time, Mr. Phillips. That 
is done through negotiations. For example, one hospital—lI have a 
note here where there was $1,252 given which was used for chapel 
furnishings. 

Mr. Putuirs. I misunderstood you. I thought you said you could 
not use it. 

Mr. Kersey. No, we do. We try to let them see the impracticability 
of doing anything with $1,000 or $2,000 for the construction of a 
chapel which may cost $100,000 or more. 

Mr. Botanp. I am grateful to you, Mr. Higley, for the interest you 
have taken in the matter and I appreciate the attention you have 
given to it. I suggest that your staff give some consideration to the 
use of some of these post funds to complete chapels in areas where 
local residents have made special gifts to have a real chapel. It would 
be a good thing for the Veterans’ Administration to work on that, 
because I think it would be of tremendous benefit in connection with 
the NP patients. 

Mr. Hietry. May I go off the record for a moment ? 

The Cuamman. C ertainly. 

(Off the record discussion.) 

Mr. Puiuies. I think that statement might be on the record. 

Mr. Hiatey. In the standard projects, I would much prefer to see 
a chapel included, just like any other portion of the construction 
which goes with the building. 

Mr. Botanp. Do not the new hospitals have chapels built in‘ 

Mr. Hiciry. In almost every one that I have visited, that I have 
helped to dedicate, but this is quite a departure, when you get into 
the expenditures, that run into large sums of money at one spec ih 
place for not necessarily all of the folks who are there. You see, it i 
a departure in some way. 

Mr. Bouanp. I understand. 

Mr. Hietry. But I go along with you 100 percent, that we should 
have chapels in them. 

Mr. Botanp. Then if the committee will go along with me 100 per- 
cent, and we can get the budget approval for it, we would have it 
in all of them? 

Mr. Hietxy. Do I understand that you have a bill that would pro- 
vide for that? 

Mr. Botanp. Yes; I have. 

Mr. Hicury. I see. 

Mr. THomas. What would a church cost, or a chapel ? 

Mr. Bouanp. I think they figure around $200,000 would be about 
the average cost. 

Mr. Puiuirs. For how many people, how many patients? 
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Mr. Botanp. About 400. 

Mr. Hictey. How many are there? 

Mr. Epear. Around 200 to 250. 

Mr. Botanp. This corporation wanted to have the Government 
build the chapel and they would use this $50,000 to pay for the 
furnishings—whatever furnishings might be necessary. 

Mr. Hicrey. I would say that if you can get three or four hun- 
dred people in that chapel 

Mr. THomas. 150 to 200 people; it would seem to me you could pro 
vide a facility where they could make use of those private funds, and 
perhaps get $150,000 from the fund here. 

Mr. Hicrry. It seems to me we should study this, Mr. Chairman, on 
the basis of the question of whether we would not be setting a prece- 
dent, because we have another one from the west coast, where they do 
not have very much money, as I understand it; they have some $30,000, 
I believe. 

Mr. Tuomas. But as a matter of fact, you do not have more than 
7 to 10 hospitals where they are without chapels in your overall pro- 
oram, and I think you should give some consideration to taking $100,- 
000 or $150,000 out of your $11.5 million for this year, plus what 
he has. 

Mr. Hiertry. Of course, Mr. Chairman, that will open up the door 
for more things 

Mr. Toomas. But you only have some seven more- 

Mr. Hietry. But T mean, other than chapels. They all have thera- 
peutic value, recreation halls, and so on. 

Mr. Tuomas. But this only deals with chapels and you can cross 
that bridge when you get to it. 

Mr. Hietry. I was just wondering if it would not require a little 
study, otherwise we would dissipate the fund ve ry rapidly. 

Mr. Tuomas. No, —— 

Mr. Hietrey. If we open this door 

Mr. THomas. But you do not have to open it more than fo chapels. 

Mr. Boianp. For a church or for the purpose of constructing a 
chapel. 

Mr. Higiry. Is there any mention made in the justifications of it ¢ 

Mr. Botann. It is based on law. 

Mr. Kensry. Yes; it is based on law. 

Mr. Bo.anp. Yes. 

(Off the record discussion.) 


GENERAL ADMINISTRATION 


Mr. Puunuies. On page 3-3, you have a personnel increase in the 
“Departmental staff functions,” while at the same time the “opera- 
tional functions,” the personnel in the operational functions, is going 
down. It seems to me that is in reverse order. You are getting more 
chiefs and fewer Indians and what the committee wants + you to do is 
to increase the number of Indians and decrease the number of chiefs. 

This is particularly true in the Office of General Counsel and the 
controller. Perhaps I had better ask you the direct question. 

Why do you not decrease the top-flight personnel if you are increas- 
ing your efficiency, why not put the increase in personnel where it will 
do the most ood ? 
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Mr. Ketsey. Mr. Phillips, you are referring to the increase from 
472 to 476% 

Mr. Puiturrs. That is right. That is not much of an increase but 
I am pointing out that it is in the wrong direction. 


OFFICE OF THE CONTROLLER 


Mr. Kensey. In the Office of the Controller, there is an increase of 
six. That entirely, and even beyond the six, represents an increase 
in the internal audit group whic +h was established a little more than a 
year ago upon the initiation of action taken by this committee. We 
have been gradually stafling that = ‘ular unit and it will reach a 
total of about 46 or 48 in the fiseal vear 1956, 

Mr. Pittiirs. What is it now # 

Mr. Keusey. The present employment is 39. 

Mr. Hietey. And I would like to add that that is going to pay 
dividends. 

Mr. Putiuirs. Yes: but this committee is recommending it was 
suggesting that, by some changes in the accounting methods, you could 
reduce the number of people while getting better accounting facts. 
I do not recall that we suggested that, by increasing your methods, 
or changing your method, and increasing the efficiency in the field, 
that you h: id to increase the number of employees. 

Mr. Krtsry. This is an entirely new job which was set up on the 
authority of the committee in connection with the Internal Audit 
Service. 

Mr. Prairies. You are correct about that. 

Mr. Hieiey. In fact, 1 think the committee provided $400,000. 

Mr. Prins. Yes; you are right about that. 

Mr. Hiciry. And we have taken that over 


INFORMATION SERVICE 


Mr. Pytmuires. We come back now to an old favorite in that same 
area. I observe that you now have 31 people performing informa- 
tional service, and my recollection is that we put a limitation on that 
in the bill. What was the number ? 

Mr. Srone. Twenty. 

Mr. Putuiies. We had a limitation of 20 in the bill and we have 31 
that we can identify, not to suggest that there might be a few per- 
forming services along these lines that . cannot identify. 

Mr. Keusey. Mr. P hillips, on page 5 the whole 48 are identi- 
fied. The 51 you refer to are in the fie id = the 12, which are con- 
sidered as departmental, here in Washington. But out of that total 
of 45, there are approximately 19 or 20—but not to exceed 20 people 
who are special experts—who are information people. 

Mr. Putus. How far down do you have to cut the figure until 
you get down to the basis of what actually the operation ought to be! 
You say there are 51 people performing this informational service 
for the veterans. I was out to the home builders’ exhibit and you 
had a booth out there. Where is there any justification for you 
having a booth at a home builders’ show’ Of course, we have talked 
this over before, but in every one of these veterans’ organizations, they 
have very competent services to keep their members and other veterans 
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quainted with exactly what is going on in the Veterans’ Administra 
tion and also what is going to go on in the future. 

Mr. Kensey. You are correct to a degree there, Mr. Phillips, but 
when it comes to promulgating information, nationwide, timely as 
the Information Service does, as, for instance, with the recent proc ‘la 
akon of the President, one of the activities of the Information Serv 
ice is to get that information out on radio and so on. Obviously, that 
took away, or obviated, thousands and thousands of letters of inquiry 
tothe Veterans’ Administration. 

Mr. Pures. They had three people constantly there at this home 
show; at least, three people; and I do not know how many on relief 
force the ‘y had, on the assumption that somebody was going to have 
to have a lot of information on how to qualify to get a GI loan, and 
that they would go out to the home buil lers show to get it. I am 
suggesting to you that they go to other sources to get that informa- 
tion. You have 31 field information oflicers, and you have staff people 
in the Washington office who are engaged in nothing but what we 
call in this committee, propaganda work for the Veterans’ Admin- 
istration. 

had figures concerning the whole cost of the operation of this 
Information Service, which was about—estimated for 1956, at $330,- 
sro—am I right in that? 

Mr. Kensry. That is right. 

Mr. Puiturs. And yet you state, in the very face of what I am 
telling you—and I am quoting from your justifications : 

In performing its functions, Information Service—as a matter of long-standing 
policv—never seeks to “sell” benefits to veterans or dependents, nor ever seeks 
to influence legislation. 

[ think you are still in the field of duplicating the very capable 
ellorts of various veterans’ organizations who have enough personnel 
to see that this work is done just as competently, if not more compe- 
tently, than can be done by using $330,375 of the taxpayers’ money. 

Now, let me take another item—this Information Service wants to 
spend $12,000 for travel and $40,000 for ri acio, serials entirely for vet- 
erans. Now, $40,000 is a fair amount of money and you have not 
entered the television field, even if you wanted to, because the TV 
will not yet give you free time. If you get into television, $40,000 
would not be a drop in the bucket. 

Mr. Hicuey. Mr. Phillips, you understand these men are strategi- 
cally located around in all parts of the country, and one of their jobs 
Isto report to us what is going on, SO We can better operate at this end. 

And when it comes to the dissemination of information, I am con- 
vinced that we are the ones that ought to put out what are the decla- 
rations and what are the laws, from W ashington. 

Mr. Prtiiips. From your office ? 

Mr. Hietey. And not let it filter out through any veterans’ organi- 
zations. 

Mr. Putixirs. All right. You can put it out from here and i 
will be picked up, before it ever even gets written up by the roa 
and sent all over the country by the newspaper services, but that still 
does not justify, in my mind, such an expenditure. Can you justify 
the booth at the home builders show ? 

Mr. Hictey, I cannot answer that, because I do not know. Maybe 
some Of the others could. 
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Mr. Stone. That was something that originated from the regional 
office here and for the benefit of local veterans. 

Mr. Hietry. I do not recall it. 

Mr. Srone. And we had nothing to do with it in our office. 

Mr. Pues. It still cost something. 

Mr. Stone. Yes. 

Mr. Hiciey. Mr. Phillips, do you know that this “Here’s to Vet- 
erans” has had a most stupendous audience and is considered one of 
the very best shows that is on the air today? It has been written up 
as being extremely good. We are putting $40,000 in it, and we are 
getting millions and millions of dollars worth of radio time, which 
is given to us gratis. I know that you are afraid that we are getting 
into the propaganda business. I do think that the way it is operat. 
ing at the present time, that we are getting out to the veterans the 
precise information they should have, concerning the decisions that 
our people make, and I think it should go from us, rather than—— 

Mr. Puruurres. I do not think you would have any argument fron 
this committee on that 

Mr. Hictey. But we cannot get it all out that way. We have t 
have men out in the field working through them, to disseminate the 
information. We cannot depend upon the Associated Press or the 
other press services, because they pick whatever is interesting fo: 
reading, but they will not go into all this field. 

Mr. Putues. I understand the argument and purpose of that 
service, but I think you are extending the service beyond the area 
in which it was contemplated. 

Mr. Hictey. You are referring particularly now to this show? 

Mr. Putters. I am referring to various things like the Home 
Builders Show. 

Mr. Hietey. Well, what else besides this one? 

Mr. Puiures. Well, I am referring to another area in your contact 
oftices program which is not informational, but there you are allowing 
them to do the same thing. I gather that you are keeping people in 
nonveterans hospitals. 1 do not know how much duplication there 
is in the type of information that is put out by the Information 
Service or the type of information that is given out by your contact 
offices in the hospitals. According to your own statement, and I have 
it here somewhere—this is not a veterans’ hospital—but many of them 
in private hospitals, but a good many of them in Army. 

Mr. Hictry. Army and Navy hospitals, but not in veterans’ hos 
pitals. These contact men would not have the same type of work 
involved. 

Mr. Pures. It is about the same. 

Mr. Hietry. It is an entirely different thing. 

Mr. Puiutes. I am not too sure that it is. 

Mr. Hietey. Oh, definitely, it is. 

Mr. Puituies. I am familiar with a good deal of their work, which 
has to do with giving out the same type of information that you have 
just indicated is given out by the Information Service. 

Mr. Hictry. But the Information Service also disseminates the 
information all over the country, whereas the contact man takes the 
veteran with special difficulties, and helps him work them out. 

Mr. Puuutes. That is what he is supposed to do. 
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Mr. Srone. I think he is referring to the contact reports, reports 
they get from the local area, rather than those that give the story 
about the new regulations or the new laws. Those reports will go 
tO 

Mr. Hietey (interposing). There would be nothing unusual about 
that. 

Mr. Srons. There is nothing unusual about it but it is a small part 
of the information service that is covered in many of these offices. 

Mr. Pomuips. What was the expenditure in 1955 for travel in that 
particular field? 

Mr. Srons. For Information Service? 

Mr. Putuiies. Yes. 

Mr. Ketsey. The amount is $12,000, as shown on 3-11. 

Mr. Puiures. The same as for 1956? 

Mr. Kristy. Yes. 

Mr. Priuures. Is that limitation supposed to apply only to the 
people in the Washington office? I still cannot understand how you 
ean show 31 field officers performing informational services and 12 
in the Department, with a limitation of 20 in the bill. Can you 
straighten me out on that? 

Mr. Keister. The 20 or less are people who are actually informa- 
(ional specialists and the file clerks and stenographers or others in 
that group make up the difference. 

Mr. Patties. I want to commend you both for the activities and 
ihe financial appropriation item for the Board of Veterans Appeals, 
which is on 38-17. 


VETERANS EDUCATION APPEALS BOARD 


Passing on over to 3-22, which has to do with the Veterans’ Educa- 
tion Appeals Board, in the face of your own statement, that there has 
been a decrease in the amount of work, the number of students attend- 
ing school and so forth, what is the direction in which that particular 
appropriation, for that particular part of the agency, is going? Why 
(lo you have today a need for all of the reviews of the educational 
appeals of the students who came under Public Law 550? 

Mr. Ketsey. Mr. Phillips, generally these reviews are of the appeals 
filed by the schools in connection with the disputes as to contracts 
and so on. 

Mr. Putiures. Yes. How much was the request for that? 

Mr. Keiser. The request has been reduced from 10 people in 1955 
to + for 1956. 

Mr. Putures. The inference was, could you do better? Well, let 
: go to the next. I think we could say you are doing pretty well 
there, 

(Off the record discussion. ) 


REPORTING ALLOWANCES 


Mr. Putiurps. Going back on the record, let me ask you another 
(uestion along the same line, with reference to the school fund. The 
‘1 per month per student reporting fee, which you said was going to 
cost about $4 million. The chairman asked you a question yesterday— 
| do not recall that in the general discussion we got an answer to it— 
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as to why it cannot be reduced for next year. In other words, this is 
money we pay to the school for permission to give them some money, 
$1 per month per student. Do you not think that those schools w: ant 
the money and would be glad enough to have to do some of that wor 
for you? They took a 50-cent cut “and I do not recall that we "ees 
sny great deal of complaint about that. 

Mr. Monk. Under Public Law 550, we do not pay the school 
diree tly but there is a requirement that the school certify at the end 
of each month as to the attendance of the veteran for that particular 
month before the veteran is paid his training allowance. And the 
schools alleged, and I think properly so, that that is something they 
would not be doing for the ordinar y student. ; 

Mr. Pumures. And I agree they have a complaint. 

Mr. Monk. Whether a dollar is the proper amount or not, I do not 
know. 

Mr. Pritutes. I agree with the school. Do you require a monthly 
report on the students? Is it on the basis of that, that you issue the 
vouchers / 

Mr. Monk. That is correct. 

Mr. Priiures. But aside from that, do you still feel that a monthly 
report is necessary for the issuance of vouchers? 

Mr. Monk. Well, the law requires a monthly report. 

Mr. Priniies. Do you think it is necessary ? 

Mr. Monk. It is my belief that that is one of the strongest safe- 
guards in Public Law 550. 

Mr. Puturrs. But it costs $4 million? 

Mr. Monk. Yes, but I think it is a safeguard against overpayment 
to the veteran and against other irregularities in some other areas, 


Mr. Puitutes. Yes, but the alternative would be, in a very small per- 
centage of payments, in the case of students who had left the school, 
and it would be, first of all, the responsibility of the college, and 
second, recovery. Now, do you still think that alternative is worth 
$4 millon ? 

Mr. Monk. I think it would cost us more than that; I really do. 


ASSISTANT ADMINISTRATOR FOR LEGISLATION 


Mr. Priurs. I notice on page 3-24, under what is called the Office 
of the Assistant Administrator for Legislation, which is the person 
engaged in congressional liaison work, I believe 

Mr. Hietey. Mr. Birdsall. 

Mr. Puiuirs. Apparently you are going to make a cut here of one, 
and apparently the cut is made in the office for the congressional 
liaison personnel. 

Mr. Hietey. Where is that to come from ? 

Mr. Brrpsatu. There was one reduction; I think that was done on 
an estimated basis. 

Mr. Puiutrs. In that office? 

Mr. Brrpsatu. There is a reduction of one in personnel, and it will 
be in the Legislative Historical Section, because we are not filling a 
certain position there. 
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ASSISTANT ADMINISTRATOR FOR ADMINISTRATION 
MACHINE RECORDS AND ACCOUNTING SECTION 


Mr. Prinups. On page 3-36—that would be under Mr. Longfellow, 
| believe—the Machine Records and Accounting Section 

Mr. LonGreELLow. Yes. 

Mr. Putmuipes. We were talking about this yesterday, and you gave 
<a statement, but I do not believe it advanced to the point where we 
ould come to the conclusion as to the number of employees needed 

that section. 

Mr. Lonerettow. That was on indexing, was it not ¢ 

Mr. Pumurps. That was indexing, yes. 

Mr. Lonarettow. The question rel: ited to indexing. You have ref- 
erence now to the machine recording. 

Mr. Priuurps. Yes. I notice you have less machines—two less tab- 
lating machines—but vou are asking for more employees to operate 
them. Isthat right? Ordinarily, fewer machines would mean fewer 
people. 

Mr. Lonerettow. We have had some consolidation, Mr. Phillips, 
in that section from other parts of our central office organization. We 
have taken on increased workloads. 

Mr. Puitires. That does not answer why you would have more 
Fpeople to run fewer machines. 

Mr. Lonerettow. I cannot answer that question. But machine 
tilization is one possible answer. 

Mr. Tuomas. They have more people using less machines. 

Mr. Pututes. I think our chairman expressed the attitude of this 
committee: That we rarely hear of one of these reorganizations, or 
consolidations, that does not, in the long run, cost more money. 

These may seem like small things, but I am picking up the odds 
and ends, because our chairman has so thoroughly covered the major 
items. 

OTHER CONTRACTUAL SERVICES 


On page 3-46, under “Other contractural services,” I observe that 
you state one of the reasons for the money is in relation to “the installa- 
tion and removal of partitions.” Asa former occupant of one of the 
temporary buildings down on the Mall, and with considerable experi- 
ence, | would like to suggest that the removal of partitions is probably 
one of the greatest wastes in Washington. Every time a man is moved 
into an offic ‘e, the new man either wants the partition taken out or a 
ew one put in. How much of the $187,759 do you propose to spend 
for installation and removal of this type of partition that I am talking 
about ¢ 

Mr. Lonerettow. I do not have that broken down, Mr. Phillips, but 
Ican show you what steps we have taken. Incidentally, the Veterans” 
Administration has given back to GSA, within the past year, a con- 
siderable amount of space, including the building at 1825 H Street 
| that was occupied by the regional office for years, and has consolidated 
the Washington benefits office, the old regional office, in the Munitions 
Building, and we are in the process now of giving up considerable 
additional space to GSA in the Munitions Building for other agen- 
cies to move in and move out of rented space. 

58616—55—pt. 2——30 
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TRANSFER FILE CASES 


Mr. Puitires. With that statement, you can go ahead and moy 
some partitions. The chairman asked you yesterday, referring to 
pages : 3-47 and 3-48, about file gy ay you wanted. We have had 
the GSA up here already. Now, I do not know whether the chair 
man’s inquiry in connection with items on 3-47 and items on 3-4: 
were covered completely in your answer as to whether you are getting 
these items as you actually do need them from the GSA surplus. l1 
other words, if you are starting to turn your files over to Archives, to 
the Records Section, you are not going to need new file ¢ abinets / 

Mr. Loneretiow. That is right. That is set out at the bottom oi 
page 3-47. 

Mr. Hicgiry. You refer to the $56,000? 

Mr. Lonerettow. It is something like $54, 000. 

Mr. Puinutes. There is an increase of $51,000 in two items relating 
to two allocations, departmental and field. 

Mr. Loncrettow. Regardless of the amount, Mr. Chairman, we are 
not buying any, 

Mr. Puitires. You are not ? 

Mr. Lonerettow. No, we are not. 

Mr. Ketsey. I think for the record, it ought to be stated that, as | 
understand it, the item you are talking about, Mr. Longfellow, in- 
volves $24,000; is that right ? 

Mr. Putiuurs. I think Mr. Longfellow is talking about transfei 
cases. 

Mr. Ketsry. That is right. That does not eliminate entirely ¢! 
increase of $56,000 which is shown on page 3-47. 

Mr. Putitures. I think you should check the other item, Mr. Kelsey, 
because I think perhaps the record might be misleading. 

Mr. Ketsry. That was perhaps when we were off the record. 

Mr. Pures. 3-47; what is that? 

Mr. Ketsey. That includes transfer cases, but the item Mr. Long- 
fellow is referring to involves about $24,000 which could be eliminated 
from 1956, but my statement was that you could not eliminate the 
$56,000 entirely. 

Mr. Puitiies. I am merely interested in the fact that you are start- 
ing to turn your records over to the GSA Records Center, and you 
should be releasing cabinets and not buying them. 

Mr. Loneretitow. So far as buying cabinets is concerned in the 
central office, we will not. We can buy cabinets through the GSA 
but we have a limit on the nieaid of cabinets. As a matter of fact, 
within the month we have turned over to the Civil Service Commis- 
sion 900 file cabinets. 

Mr. Pours. That is good. 

The testimony apparently from GSA indicates an excess of about 

$3,000 feet of space in the New York office. Have you released that! 

Mr. Hieiry. May I go off the record and discuss that for a moment! 

(Off the record discussion. ) 


EMPLOYEE TRAVEL 
Mr. Puitiirs. Turning to page 3-38, the Assistant Administrator 


for Administration needs more travel funds, by about $300. How 
much was the item for travel in 1954? There is a very large increase, 
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ys u matter of fact, throughout the whole budget. Apparently you 
have suddenly become “See the U.S.” minded. 

Mr. Lonerettow. So far as the Office of the Administrator for 
\dministration is concerned, in 1954 we did very little traveling. 
We did not do enough traveling to really perform the service we 
have to perform within the year. 

These trips very definitely pay off; they pay dividends. You can, 
for example, send a telephone technician out to a hospital, or to a 
regional office, where the facts justify a survey, and come up with a 
saving that will justify the trip many times over. 

Mr. Puuasps. You may be asked about that a year from now on 
the basis of your statement today. 

Mr. Lonerettow. And [ am prepared for that. 

Mr. Putiuirs. Now, referring to “Obligations, field,” on page 344, 
and I quote : 

The increased requirements for the fiscal year 1956 are based on the servicing 
of 43 additional stations resulting in additional consumption of utility services. 

Do we already have testimony or a statement that covers that pretty 
thoroughly, as to what the additional 43 stations are ? 

Mr. Baxer. This represents the transfer of services for 43 existing 
stations from one depot to another. 

Mr. Pures. You are not involved very much. 

Mr. Baker. No, sir. 

Mr. Lonerettow. For example, Mr. Phillips, we have found that 
we could ship forms from St. Louis, Mo., to Florida, cheaper than 
we could ship them from Washington to Florida, That is one reason 
why the shift is made. 

Mr. Prous. You are crossing yourself up with your supply man 
here. 

Mr. Lonerettow. No; I do not think so. 

Mr. Putuures. He indicated you can do better with fewer supply 
depots. 

Mr. Lonerettow. We have not increased the number of stations. 
We still have two, as we have had for years. These are forms 
stations. 

VA JURISDICTION OVER LOANS TO VETERANS 


Mr. Puituies. Mr. Sweeney, what authority do you have over the 
veterans loans; that is, over the real-estate loans for veterans ? 

As was brought out in the testimony yesterday, you have some 
connection with them, when you guarantee them, so to speak, in the 
way of FHA or FNMA;; is that right? 

Mr. Sweeney. No, sir. We do not have any control over the actual 
disposal of the paper by the original lender. 

Mr. Putiures. My question was this: What obligation or control do 
you have over the man who goes and sells to veterans ? 

Mr. Sweeney. Insofar as the actual construction is concerned, we do 
supervise construction during construction stage; in other words, we 
can go out there and make inspections of the foundation, and the roof, 
and so on, 

Now, after that house has been completed and the loan approved by 
the lender, we will guarantee the loan after it is closed, and the lender 
may ne any disposition of that paper he sees fit. We have no control 
over that. 
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Mr. Puituipes. What control have you over the relation of the loan to 
the actual value of the property ¢ 

Mr. Sweeney. Under the law, we can guarantee a loan up to 100 
percent of the purchase price, not to exceed the amount we consider to 
be the reasonable value.. We determine the reasonable value of the 
property being purchased and under the law, we can guarantee up to 
100 percent of its cost. 

Mr. Prius. Do we not have here, in the veterans’ loans, some pos- 
sibility of the same situation that was discussed in the newspapers 
where the FHA, I believe it was shown—where appraisals were exceed- 
ing the amount spent on the construction? Do you have any contro! 
over that ? 

Mr. Sweeney. Yes, we do. We consider the value of the land, plus 
the cost factors involved in the improvements. ‘To this amount we add 
a reasonable estimate for overhead and profit to determine the reason- 
able value of the completed structure. While we generally include a 
10 percent profit very often we run into a situation where builders are 
making only 5 percent above the overhead, and they complain that that 
is not enough. 

There are other instances where, because of their ability to purchase, 
through buying in carload lots, a builder may make a profit of more 
than 10 percent. And Iam not naive enough to stand here and say that 
that never occurs. 

What has been done in many cases is that some of these builders have 
come in and asked for an increase in the appraisal. 

Mr. Brownsrern. If I may just add a word here, Mr. Phillips. 

Mr. Putiuirs. Yes. 

Mr. Brownsterx. What vou had reference to, Mr. Phillips, was 
the rental housing property of the FHA under section 608 of the 
National Housing Act. 

Mr. Pures. That is correct. 

Mr. Brownstern. Under the terms of that act in some cases, the 
sponsor obtained a mortgage covering, according to the reports, an 
amount in excess of his entire costs. 

Mr. Puinurrs. This is not a fishing expedition on my part. I have 
no installation in mind, but J have had the question raised from an 
extremely reliable source with the suggestion that that might be 
going on, possibly; or, let me put it this way, under “Veterans hous- 
ing,” that perhaps you should have some increased control over that. 

Mr. Brownstern. In our program we have no rental projects such 
as the section 608 cases. In the case of VA loans title is not retained 
by the builder or the sponsor of the project. It is conveyed to the 

veteran, so you would not have any possibility of this so-called wind- 
fall as in the case where the sponsor builds a project, mortgages it, 
and still continues to own the property, renting the units. 

Mr. Putures. But you could have a veteran who has assumed the 
obligation of a certain loan total which actually is in excess of what 
he should be carrying. Am I right? 

Mr. Swreenry. Congressman, there is a possibility with respect to 
the price a veteran pays for the property that, in the event our offices 
were lax out there, and were not on their toes, it may be possible 

that the builder may get more profit than he should. 

Mr. Tuomas. In’ other words. vou are letting the veteran pay 
$11,000, to use round figures, for a $10,000 house. 
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Mr. SWEENEY. Yes, sir: but I do not know whether the margin would 
be that high, sir. 

Mr. Puiures. Let me go back one step further, because this is 
4 continuing question: You see advertising today and other state- 
ments in which the veteran is permitted to go into a house with ne 
down payment at all. I thought we required 10 percent down pay- 
ment on those houses, do we not ¢ 

Mr. Sweeney. No, sir. 

Mr. Putiuirs. He is allowed to go into the house with no down 
payment, in which he may assume the entire cost of the house as a 
Joan. 

Mr. Sweeney. That is right. 

Mr. Putiurs. Therefore, as the chairman just brought out, if he 
is paying $11,000 for a $10,000 house we have no way to protect him 
from paying too much for the loan. 

I notice advertising which offers to pay the veteran a moving 
subsidy, as I call it, or a moving allowance to take his house. How 
dlo you explain that? The contractor pays the veteran to get him to 
buy his house. 

Mr. SWEENEY. Yes, sir. 

Mr. Puiuires. Contractors are not that altruistic. Somebody is 
paying for that moving expense. 

Mr. SWEENEY. We have seen some advertising, it is true, where they 
advertise that no down payment is required and, in fact, some builders 
are willing to pay the closing costs. We have contacted some of our 
offices on that point, and the question we ask is if they are hewing to 
the line, and whether these prices are comparable to the FHLA valuation 
and the prices in connection with conventional sales. In some cases 
we are advised that builders are using merchandising technique where 
they want to get out from under. On the other hand, there are cases 
where possibly sales are slowing off. 

[ have checked up locally on that in some cases. In fact, the weekend 
before last I called up and I asked some of these builders, I said I have 
a 34.000 income; am I eligible for this $13,500 property? And they 
said, “No; you will have to make a down payment.” We are a little 
allergic to those come-ons. 

On the other hand, when we communicate with our own offices they 
assure us that they are holding the line. In the rush of business they 
may, due to the local variations, apply costs estimates to the point 
where they may be approving excess prices, but generally we are 
flooded with complaints from builders in all parts of the country 
asking us to jack up local office appraisals on the projects. 

_ Labor and material costs being what they are, what they are attempt- 
ing to do is to recapture some of the sales expense in some of these 
areas to underwrite the discount, which we do not allow. 

Mr. Putuuies. Mr. Sweeney, actually what I am asking about is 
hot essentially in the jurisdiction of this subeommittee, but since it 
comes up in connection with the budget, do you think you are on top 
of the situation, and is there anything which should be done here on 
the Hill? , 

Mr. Sweeney. While there may be some isolated exceptions, I think 
We are on top of the situation. 

_ Mr. Osrerrac. Would the percentage of loans that default be an 
indication of the right and the wrong of your policies and practices ? 





Mr. Swrenry. Mr. Congressman, I would like to have Mr. Broy 
stein give a summary of a survey we made in that respect. Recent! 
to reassure ourselves in this respect we made a survey, and I wou 
like to have him give you the results of that recent survey. 

Mr. Brownstery. What you say, sir, of course, is essentially — 
that the quality of your loan is ni aturally revealed in your default a 
loss experience. 

Our experience in that respect has been excellent. 

Bearing on what Mr. Sweeney said, our survey did reveal that | 
no down payment loans do have a somewhat higher loss incidence 
than those cases in which a down payment is made. But, nevertly 
less, the fact remains that our overall experience has been so good thai 
our total losses to date on home loans have been about one-half 
1 percent. 

Now, on our primary mortgage loans our experience is a little beti 
than it is in those cases where we insure or guarantee second mort 
gages in back of the primary mortgages which had been insured | 
FHA. 

Our dollar loss is about five one-hundredths of 1 percent of the orig 
inal amount of the loan in our primary mortgage cases. 

As long as a man is working it is not going to be a determini 
factor as to whether he has paid 5 percent or 10 percent down ot 
nothing down. If he has a job and if he can afford to shelter lis 
family he is going to do that, and he is going to continue his mortgag 
payments as Tone as he has a job, but if he loses that job, the fact that 
he has paid 5 percent, 10 percent, or 20 percent down is not go 
to help him make his payments. 

The number of our defaults is not rising. As a matter of fact, we 
have fewer outstanding defaults today than we had 3 years ago 
There are some spots where there has been an increase in defaults, bu 
overall the number of our defaults is not increasing, and our clain: 
are not increasing. 

Mr. Puimurrs. In California I think you have found that the \ 
erans’ category of loans is one of the best. I do not know how it 
nationally. 

Mr. Brownstern. That is true nationally. 

Mr. OsrertacG. Isn’t that an indication, Mr. Phillips, that we ar 
in a period of prosperity ? 

Mr. Puitures. Mr. Brownstein has testified to it, and it is now 
matter of record that we are in a period of prosperity. 

Mr. Evins. With some exceptions; it is a little spotty. 


BACKLOG OF WORK IN APPROVING VETERANS LOANS 


Mr. Vurset. I have one question with respect to some comp|ait 
down in southern Illinois from veterans, in fact, a good many coil 
aegeer They complain that they have to wait months before the) 

“an get approval out of the Chicago office for the building of vet 
erans’ homes. I am wondering if “that is the normal situation @ 
over the country. Will you comment on that? 

Mr. Sweeney. We have had an unprecedented workload in ou 
office for the last 8 or 9 months. What you state is true that due | 
the filing of appraisal requests and applications with the sections We 
just do not seem to be able to get an adequate number of traine 
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personnel in there, although we have increased the number by 600 
or 700 in the last 8 or 9 months, but there is a flood of applications 
and appraisal requests backed up in our offices. We have tried to 
streamline our procedures and we have advised our offices to stream- 
line and to move along, but we still have a backlog. 

[ notice this budget has a request for 3,150 employees, and we are 

3400 now. We are trying to utilize as well as possible the per- 
sonnel that we have available to do our work, but there is still an 
indication that in this spring and this summer we will still have a 
backlog. 

| think Mr. Stone has stated that he is on the way to the North 
Pole because of deficiency spending, but we are moving along to get 
the job done as rapidly as we can. 

Mr. Stone. There are a lot of other things involved in the 2 months’ 
delay. 

Mr. Sweeney. One of the big causes of delays are folks who are 
operating some distance from a ‘Tegional office, and the fact that they 
(o not give the office the proper information which it requires imme- 
diate ly, and that is particularly true in the case of the small builder 
who does not have a professional staff, and we try to contact him 
through letter writing. This does slow down processing. They send 
in inadequate material, and we have to send it back to get additional 
information. 

Mr. Stone. That is a big cause of delay. 


QUALIFICATIONS AND SELECTION OF APPRAISERS 


Mr. Osrertac. Do the appraisers come under your jurisdiction ? 

Mr. Sweeney. Yes; they come under the jurisdiction of the regional 
offices. 

Mr. Osrertac. But they carry out work which is primarily under 
your jurisdiction ; do they not ? 

Mr. Sweeney. That is right, sir. 

Mr. Osrerrag. Is there any relationship between the appraisal and 
the fee attorneys; do they carry out the same functions? 

Mr. Sweeney. ‘No, sir. 

Mr. Osrerrac. How are the appraisers compensated ? 

Mr. Sweeney. They are paid the amount of fee which is specified 
by the local office. 

On existing houses that appraisal fee may run from $15 to $25, 
depending on 1 the amount of travel involved and the area in which it 
is loc ated. 

On an appraisal committee, where we appoint 3 or 4 fee appraisers 
to go out and make an appraisal we have a prescribed schedule, which 
would av erage about $7.50 a unit which the builder has to pay for the 
appraisal. 

Mr. Osrertrac. And these appraisers are selected or appointed by 
the regional offices? 

Mr. SWEENEY. Yes, sir; that is right. 

Mr. Osrerrac. How are they selected? Is there any guideline for 
their selection or appointment? Are these appraisers required to 
possess certain qualifications ? 

Mr. Sweeney. They make application, and they do have to have 
certain qualifications before they are selected. They have to have 5 
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years of actual appraisal experience. They have to be endorsed }y 
folks who have utilized their appraisal services, such as banks, ¢) 
building and loan associations, or courts of competent jurisdictic 
where they have been engaged in connection with condemnation, pro- 
bate proceedings, or for tax purposes. 

Mr. Puiures. I recall you said they were compensated on a fi 
basis. 

Mr. Sweeney. Yes. 

Mr. Puitires. According to schedules. 

Mr. Sweeney. Yes; according to schedules which are maintaine) 
in the local offices. 

Mr. Srone. The amount paid varies in the different districts. 

Mr. Puinuirs. There is no limit to the number of appraisers that 
may function out of the regional offices? 

Mr. Sweeney. No, sir. In the last year we increased our roster 
fee appraisers. It has been increased some 500, 

Mr. Tuomas. Did you you say it was less for all appraisers / 

Mr. Sweeney. It has been raised. 

Mr. Tuomas. I thought you said it was less. 

Mr. Srone. In some cities where building is very heavy we nee 
more appraisers, more fee appraisers than in an area where 1 
building is going on. We do not allow any transportation cost fo 
an appraiser in a city but in a small rural section we cannot get these 
appraisers there otherwise. In the areas where there is a lot of built: 
ing we have been asking everybody to endorse qualified appraisers 
every year so that we can get this work out. 

Mr. Tuomas. Repeat that again. 

Mr. Stonr. We have been asking everybody to recommend and 
endorse qualified appraisers to us. 

Mr. Tuomas. You sent out instructions to the field offices to in- 
crease their earnings from $1,000 to $2,000 a month, did you not! 

Mr. Stone. No, we did not send out instructions. 


LIMITATION ON MONTHLY APPRAISAL FEES 


Mr. THomas. How did they get the instructions in the field; wl 
is your limitation on the amount they can earn ? 

Mr. Stone. There is a limitation of $1,000 that they can pay with 
the area. 

Mr. THomas. Has that been the limitation, $1,000? As I recall you 
changed that from $1,000 to $2,000, 

Mr. Stone. We have not changed the general limitation but some 
of them make more where we have authorized exe eptions. 

Mr. Tuomas. There are hundreds of people trying to get thos 
appraisal jobs because they are the best jobs in the Government ser'- 
ice. We have not been seeking too m: iny new ones. 

Mr. Stone. Weare seeking qualified appraisers, yes, sir. You would 
be surprised how few of them there are, how hard it is to get good 
ones. 

Mr. Tuomas. The local boys can keep it within the family, and 
they do. 

Mr. Osrerrag. IT am inclined to agree with the chairman. What 
you say seems to be the exception rather than the rule. I am nol 
speaking of the situation nationwide, because I am not familiar wit! 
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that picture. I take it the regional attorney has control over the 
ippointments, 

Mr. Sweeney. The Loan Guaranty Officer and Regional Manager 
have control over it. 

Mr. Evins. Yesterday Mr. Sweeney testified that they had excellent 
appraisers, and had high standards and the VA alw: avs employed 
-iperior appraisers. It has been called to my attention that some of 
them were not qualified, and Mr. Stone confirms what I said. He 
sid we are having difficulty in getting good appraisers. 

Mr. SWEENEY. In some of the metropolit: in areas we do not have 
ivailable to us the high caliber field appraisal personnel by virtue 
of the fact that many of these folks are making in private practice 
more money than they would if they were taking our assignments. 
We are trying to build up, and we have repeatedly asked our oflicers 
to build up their rosters and to contact the various appraisal societies, 
the MAT, the SRA and to contact building and loan associations and 
banks and ask for their recommendation of people who can qualify 
is appraisers. 

That has been going on for the last year and a half. 

Mr. Toomas. Mr. Sweeney, we just got the cart before the horse. 
| think your fee appraisers are making far more than they could make 
in private life. 

Mr. Sweenrty. Under the limitation that we have prescribed rou- 
tinely it is $1,000 a month. It is hard in some of the areas to cope with 
this bae ‘klog, and some of the managers are getting authority to in- 
crease that on the average to $1,500 a month. I think that has only 
heen in about a dozen areas. 


REDUCTION IN BACKLOG OF APPRAISAL WORK 


Mr. Tromas. What effect is that having on getting your backlog cut 
down? We are not operating satisfactorily in | the regulator y agencies 
who have a backlog and keep the general public waiting longer than 
three or four weeks. You have testified that your backlog is about 
60 days, is that right ? 

Mr. Sweenty. In some offices it is, yes. 

Mr. Thomas. All right, now, having increased the ceiling on the 
amount of earnings of your fee appraisers how much have you cut 
down your backlog? That is the important thing. 

Mr. Sweeney. Well, actually, I do not know how effective that 
has been here in connection with cutting down the backlog. 

Mr. Toomas. We are not going to find any complaint with the 
umount of money they make as long as they do a good job and the 
backlog is eut down. Now, how much time have you whittled off of 
your backlog ? 

Mr. Sweeney. In some of the offices where they have increased the 
llowance made to fee appraisers I assume they have cut it 5 to 10 
days, 

Mr, Tomas. Certainly, you do not want to operate a shop where a 
man is going to have to wait 60 or 90 days, that is too long. Four 
weeks is perhaps all right. Anything beyond that is too long. Do 
you have it down to 4 weeks? 

_Mr. Sweeney. Yes, we are below that in some areas on the requests 
for appraisal. 
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Mr. Tuomas. How many of your big offices are under 4+ weeks now / 
You havea lumping of funds; why can you not cut down that backlog 
in the big offices by shifting those funds a little / 

Mr. Sweeney. As I mentioned to Congressman Vursell sometimes 
the backlog is not due to the fact that we cannot get fee appraisers, 
[t often is due to delays in our offices and sometimes due to incom- 
plete submissions by builders and others. 

Mr. ‘Tuomas. You are going to get the blame if it is your fault 
or their fault. Let us get this job done. 


DEPARTMENT OF INSURANCE—OTHER OBJECTS OF EXPENSE 


Mr. Pumps. Mr. Beck, I just noticed along this same line—and 
we have discussed it with these other agencies—that you are reduc- 
ing your number of employees from 430 down to 377, which is a cut of 
53 men, or about 12 percent. At the same time you want additional 
travel funds to the extent of $13,300. 

You ask for a substantial increase in the amount of appropriation 
for rents and utilities, and supplies and materials. 

I cannot see how with fewer employees you require more travel, 
more supplies, and more fuel and gas. 

Mr. Beck. That increase in rents and utilities is principally due 
to the increased mechanization of the office and the rental of addi- 
tional machines, which does lend itself to some decrease in the number 
of people hired. In other words, some of the decrease in people re- 
sults from having these machines, and we are making some strides 
in the mechanization of our operation. 

Mr. Pitts. Your contention is that by putting in these improve- 
ments you have indicated you have saved the salaries of some 53 
eniployees by the process of mechanization and different handling 
methods? 

Mr. Breck. I can attribute some of the savings to that, yes, sir. 

Mr. Puiturrs. Why would that make rents and utilities higher? 
You have fewer people, but you do not have more floor space and 
more use of utilities. 

Mr. Breck. The rents referred to are not space rentals, Mr. Phillips. 

Mr. Puitires. They are machine rentals? 

Mr. Beck. Yes, sir. 

Mr. Puiiires. How can these be tied in with fewer people? Do you 
have anything additional to say about that ? 

Mr. Back. No, I do not have anything additional. 


INCREASE IN TRAVEL EXPENSE 


Mr. Hierey. I would like to say this, Mr. Phillips, on this matter 
of travel money and a decrease in personnel, that those two things 
do not necessarily go together, because the people who are let out 
when we decrease the number of employees are not the travelers usu- 
ally. They are people working on machines, and so forth. 

Mr. Beck. I think I can elaborate on the question of travel. 

Mr. Pumuirs. Let me tell you something before you begin to elab- 
orate onthat. You justify your increased request for funds for travel 
on the basis that these will be largely expended by auditors who will 
be checking the insurance fund accounts at the various field offices. 
fave you ever explored the idea that you should assign these auditors 
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‘tothe field office headquarters instead of them traveling out of Wash- 
yeton? Mr. Longfellow says he can ship supplies cheaper from St. 
jouis, Why not an “auditor @ 

“8 Beck. Our field offices are the operating district offices. We do 
vot believe that an office should audit itself. 

Mr. Putmutrs. That is fundamental. 

Vir. Beck. As a result these auditors do travel from the central 
office to audit work in the field offices. 

Some of the further increased travel is in connection with, and 
concerns mechanization, the travel of our methods and standards 
people from the central office who are contacting people in the district 
offices where the operations are, and a great many of these offices are 
trying to move toward mechanization. 


PRINTING AND REPRODUCTION 


Mr. Ponies. On pages 4-9 you want $275,000 for printing and 
reproduction. 

I notice, Mr. Higley, all through the justifications this year there 
s an increase in the requests for printing and reproduction. T read 
it rather hastily, but I recall in the recent report of the Hoover Com- 
mission that was one of the items they felt could be reduced in the 
entire Government. 

I think I will just leave that to you, Mr. Higley, to see if these 
requests for increases for printing and reproduction in the budget 
next vear can really be justified on the basis of need in view of the 
fact that you now assure me that you do not carry on any kind of 
information service which could be called propaganda. 

Mr. Hietry. This would be a study that I think we could carry on 
or pursue in nearly every bureau we have. We have to go step by step. 

Mr. Putures. It is so completely opposite to the Hoover Commis- 
sion report that one or the other must be right. I just point that out. 
I donot want to take up time on that now. 


REPAIRS TO FURNITURE AND EQUIPMENT 


With a few number of employees, Mr. Beck, you want more money 
to repair and refinish desks, chairs, and typewriters. I would suppose 
that with fewer employees you would need fewer desks, chairs and 
typewriters. 

Mr. Beck. A lot of them are pretty old, Mr. Phillips. Are you 
looking at the item on page 4-11? 

Mr. Putunips. Yes, 4-11. 

Mr. Ketsry. Mr. Phillips, we admit an error in the amount of 
™},000 in that item at the top of the page. 

The item under 1956 should have been $3,000, and the next one 
below it on the same page should have been $12,000 under miscellane- 
ous administrative and operating services. 

Mr. Pumutrs. So long as your errors go down it is all right with us. 

Mr. Kersey. To say it honestly, the total amount of money is not 
changed here, but that was a misplaci ing, so far as that $3,000 is 
concerned. 
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PURCHASE OF INSURANCE ENVELOPES 


Mr. Prius. Did you make an error on page 4-27 where you are 
putting up $100,000 for insurance envelopes alone? You have enough; 
envelopes there to mail everybody in the United States a letter, 

Mr. Beck. We mail several hundred thousand a month. 

Mr. Prainurps. How many will you get for $100,000 ? 

Mr. Breck. I am unable to say. 

Mr. Puinurpes. Envelopes represent two-thirds of the entire 
tionery item. 

Mr. Beck. I am not surprised at that, s 


INCENTIVE AWARDS 


Mr. Prius. I have a question which has intrigued me for years. 
You have added all through your budget, cash aw: ards for emp loyees 
who make suggestions to improve the competency and efficiency of 
the Veterans’ Administration. Have you had any results? 

Mr. Hieitry. Yes, sir. Of course, up to this year we have been held 
to $25,000 for our entire number of employees, so that has held it 
down, but it has paid tremendously because we do get suggestions 
that are excellent. 

Mr. Puitiipes. Can you indicate some place where these improve- 
ments appear in the budget 

Mr. Hiciey. We could. give you a list of them. 

Mr. Puiiues. I think it might be interesting to have it. How 
long is it? 

Mr. Kesey. It would be a very, very long list, but I think we could 
give you some representative items. 

Mr. Puiuies. Do not give all the little ones. Give us a few signifi- 
cant ones, and I think you might put them in the record. We would 
like to see the results in the budget justifications. Can you indicate 
for us what some of them are? 

Mr. Hictry. You notice we have used negative amounts pretty 
commonly all of the way through. Everyone is helping us to try te 
cut down total expenses. 

(The matter referred to is as follows:) 


REPRESENTATIVES LIST OF INCENTIVE AWARDS CASES 


Case No. 1.—A $300 award was paid to an employee who developed an improved 
purchase order procedure estimated to save $18,000 per year. 

Case No. 2.—A group of employees at a VA regional office through superior 
teamwork improved the efficiency of their unit so as to save $17,936 per year. An 
award of $650 was paid, divided equally among the 10 employees in the group 

Case No. 3.—An employee developed an instrument for detecting fraudulent 
documents whe h was such an improvement over the old method that an award of 
$1,000 was paid—the maximum award permitted by legislation in effect at that 
time. 

Case No. 4.—A group of 10 employees improved a mail handling operation so as 
to save 87,282 per year. Each received $35 for a total award of $350. 

Case No. 5.—The employees in the finance division of a VA field station pooled 
their efforts and eliminated 6 positions resulting in annual savings of $20,560. 
They received a total award of $765. 

Case No. 6.—An award of $700 was paid to a division at a VA field station for 
their sustained superior work performance which saved $25,500 in 1 year and 
improved service to veterans. 





1273 


Cause No. 7.—An employee suggested a more economical method of packaging 
nowdered milk which was adopted and saved $15,750. A cash award of $300 was 
paid. 
~ Case No, 8—An improvement in handling of physical examinations for veterans 
ta VA regional office saved $26,040 per year, for which the employee who de- 
veloped the improvement was granted a cash award of $350. 

case No. 9.—The sustained superior performance of the engineer officer at a VA 
enter saved VA $5,108 plus extensive improvements in general engineering 
services at the station which could not be measured in terms of dollar savings. 
\n award of $405 was paid. 

Case No. 10.—An employee developed a shortcut for answering communications 
from veterans concerning the status of their national service life insurance which 
saved $22,330 per year. The employee received a cash award of $325. 


SUMMARY OF VETERANS INSURANCE PROGRAMS 


Mr. Tuomas. We were asking some questions the other day about 
some tables we wanted. 

Mr. Beck. We have prepared them. 

Mr. Tuomas. They are far from what we wanted. We requested a 
table with seven columns in it. Are you going to be able to comply 
with it? 

Mr. Beck. Do you understand it Mr. Gardner. 

Mr. Garpner. Yes. 

Mr. Tuomas. If you will read the record you will find what we 
isked for. 

Mr. Garpner. It will, to a great extent, be a pure estimate. For 
instance, up until the reorganization the Office of the Assistant Ad- 
ministrator for Finance carried out certain procedures in the insur- 
ance operations. They kept the premium accounts, and they did the 
collecting, and deposited the money. 

During that period also the Office of the Assistant Administrator 
for Insurance adjudicated death claims for insurance. They are now 
adjudicated by the Department of Veterans Benefits, so, on much of 
that it will be an estimate. 

Mr. Tuomas. You can approximate your administrative cost in one 
column, but as to your losses by virtue of insurance there is no guess- 
work in that. That is a matter of record. 

Mr. Garpner. The record asks that the costs be divided between the 
different. systems of insurance, and in many instances you have both 
U agian States Government life and national service life handled by 

le same employee. 

“Mr. Tuomas. Give us the best available guess you have. 

Mr. Garpner. Yes, sir; we will give you the best estimate we can. 

(The matter referred to is as follows:) 


STATEMENTS REGARDING ULTIMATE Cost OF INSURANCE AND INDEMNITY PROGRAMS 
NATIONAL SERVICE LIFE INSURANCE 


If we assume peacetime conditions, it is estimated that the amount required 
lor the national service life insurance appropriation from the end of fiscal year 
1456 until the termination of the national service life insurance program will 
be approximately $500 million. Of this amount about $98 million will be needed 
in the 3 fiscal years beginning in 1957. About $400 million of the total cost will 
be required for claims where the insured was covered under section 622 of the 
The ultimate appropriation costs for the program will therefore total 
“pproXimately $5,179 million. 





1274 


Assuming stable economic conditions, it is estimated that administrative cog, 
will decline approximately 7 percent each year from the end of fiscal year 19% 
This would result in total expenditures from that time of approximately §33) 
million, making the ultimate cost for administration of the national service |ifs 
insurance program from its inception reach a total of approximately $825 millio; 

The ultimate total cost of the national service life insurance program fry 
appropriated funds will, in all probability, slightly exceed $6 billion. 


UNITED STATES GOVERNMENT LIFE INSURANCE 


Assuming peacetime conditions, the estimated amount required for the militar 
and naval insurance appropriation from the end of fiscal year 1956 on will be 
about $47 million, Of this amount about $40 million will be required for paymey 
of disability benefits to veterans who were insured under yearly renewable tery 
insurance, and the remaining $7 million will be transferred to the United States 
Government life insurance fund on account of claims traceable to extra hazarj 
and claims on which the insured was covered under section 10 of the Insurance 
Act of 1951. The ultimate military and naval insurance appropriation costs 
will therefore total approximately $1,895 million. 

Assuming stable economic conditions, it is estimated that administrative costs 
will decline approximately 5 percent each year for five years from the end of 
fiscal year 1956 and 10 percent each year thereafter. This would result in tota 
expenditures from that time of approximately $23 million, making the ultimate 
total cost for administration of the United States Government life insuran 
program from its inception total approximately $141 naiillion. 

The ultimate total cost of the United States Government life insura: 
program from its inception will therefore, in all probability, be slightly in excess 
of $2,035 Million of appropriated funds. 


SERVICEMEN’S INDEMNITY 


Assuming an average armed strength of 3 million men and peacetime co 
ditions, it is estimated that the annual cost of these benefits will rise gradually 
from the $40 million estimated for fiscal year 1956 to an eventual level annual 
cost of $70 million. Administrative costs will likewise rise to an estimated 
level annual cost of approximately $250,000. It is not possible to estimate the 


ultimate total cost of this program. 


SERVICE-DISABLED VETERANS’ INSURANCE 


The experience to date in this fund indicates a mortality rate considera) 
in excess of that specified in the law for premium calculations. The volume 
of experience, however, is not large enough to be able to estimate with any great 
degree of accuracy what the eventual rate of mortality will be. Our best esti: 
mate on the basis of the data at hand indicates an annual loss in this fund 0! 
roughly $10 per $1,000 of insurance in force. At the end of calendar year 194 
there was $76 million of this insurance in force. Thus, at the present time the 
annual loss is estimated to be about $760,000 which may rise to somewhere in the 
neighborhood of $10 million annually if the in force should stabilize at around 
$1 billion of insurance. 

Administrative cost will probably rise gradually to a figure of approximate! 
$800,000 per year and stabilize at that figure. 

It is not possible to estimate the ultimate total cost of this program 


VETERANS SPECIAL TERM INSURANCE 


The premium rates for this insurance are more than sufficient to cover cur 
rent and estimated claim costs. In fact, barring unforeseen developments this 
fund should produce a surplus yearly, thus obviating any necessity for appropria 
tions for the revolving fund. 

Administrative costs are expected to rise approximately $1 million each year 
until terminations from all causes equal issues. Based upon past experience 
this may happen in about 10 years from the end of fiscal year 1956. The annua! 
cost would then stabilize at approximately $12 million. 

It is not possible to estimate the ultimate total cost of this program. 





Policies in force and indemnity claims allowed 


nited States Government life insurance: 


Originally issued as war risk term insurance 4, GS6, 109 
Converted or issued in present system __- eae a 1, 152, 979 
In force Dee. 31, 1954 ‘ ; , 107, 500 
Estimated in force Dec. 31, ; ws adi 392, 000 
National service life insurance: 
Total issged from Gct. S, 1040..................... ‘ aisitie: ae Ae, ae 
litar In. force Dee. Sh, 1904... eee 5, 821, 480 
“ll bp Estimated in force Dec. 31, 1955_________~- deta 5, 634, 000 
ven Servicemen’s indemnity : 
iene Total claims allowed through Dee. 31, 1954 24, 555 
States Estimated claims allowed through Dee. 31, 1955 34, 055 
ales ° te . 
azard Service disabled veterans insurance : 
ieee In force Dec. 31, 1954______-_- ee E 9, O16 
auce 7 : : « -~ ° 
eons Estimated in force Dec. 31, 1955____- RE TEE 16, 000 
Veterans special term insurance: 
éniin In force Been Si, 1904... ce a Ba 231, 149 
nd of Estimated in force Dee. 31, 1955_ ee 480. 000 
. Total “te ° » — 
bnaats Policies in force, breakdown by plan and amount, Dec. 31, 1954 
Trance 
Num ber Face amount 
rance 
»XCESS nited States Government life insurance 
ital policies in force 407, 500 $1, 767, 591, 605 
Ordinary life i — ; 132, 855 671, 476, 190 
20-payment life—_- ; 168, 204 621, 883,774 
> COR 30-payment life_____.-_-- : ee Rahal a 24, 57 126, 201, 650 
ve 20-year endowment ______--.- . 17, 395 43, 494, 8&9 
lually 30-year endowment. ‘ 11, 208 51, 330, 417 
nnual Endowment at 62 17, 697 83, 918, 292 
nated 5-year term - ; 22, 421 143, 197, 249 
aoe Extended insurance - - 9, 758 19, 012, 850 
fe the Paidup insurance... 3, 388 7,076, 294 
National service life insurance: 
Total policies in force ; .--| 5,821,480 | 38, 845, 052, 575 
rably 5-year level premium term__-_--- eae ow eee daeaeks . 3, 706, 268 28, 817, 461, 000 
— Ordinary life see ; Jhaswacder aw 7 400, 761 2, 293, 403, 500 
plume 20-payment life ‘ parca pienabeltbn emacs : ‘ 970, 263 , 152, 706, 000 
great 30-payment life bed a yacgck naeoade i 391, 111 2, 055, 437, 000 
- esti: 20-year endowment._. ics a aha $iucdcineae 150, 309 535, 328, 000 
ee Endowment at 60_______- ; Se ; 89, 179 479, 623, 500 
nd of Endowment at 65___-- ; a ee ‘ 51, 370 299, 664, 500 
> 1954 Extended insurance- - - Seca high aot ae 60, 467 209, 623, 918 
e the Paidup insurance____----- <a ; 1, 752 1, 805, 157 
in the Service-disabled veterans insurance: <a 
“ound lotal policies in force_.-..---  ideateaniate ; 9, 016 76, 147, 000 
5-year level premium term__- : Toa a ie ; 5, 093 45, 899, 500 
lately Ordinary life---._- nih 1, 223 9, 973, 000 
20-payment life ale scieader ae biod a ~ 1, 426 10, 774, 500 
30-payment life________- Bay : gad = : SS7 6, 875, 000 
20-year endowment... - ' : ence 149 796, 000 
Endowment at 60___- Ke Re aaa mccnaeeburec 124 901, 000 
Endowment at 65 i" j 4 101 830, 000 
Extended insurance. -__- ; 7 : chr eae take 13 98, 000 
> ur : SS | See 
s this Veterans special term insurance: 


Total policies in force all 5-year level premium term... ‘ aaa an 231, 149 2, 051, 711, 000 


ypria- 


year 
‘jence 
nnual 
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Net expenditures and transfers from insurance and indemnity appropriation 


Prior years 
through fiscal 
year 1954 
actual 


Fiscal year Fiscal year 
1955 esti- 1956 esti- 
mated mated 


Total tt 
fiscal 
1956 


Military and naval insurance - - -- $5, 127, 870 $4, 899,742 $1, 837, 126, 905 
National service life insurance-- 31, 331, 555 81, 300, 000 4, 566, 258, 768 
Servicemen’s indemnity 31, 266, 814 42, 043, 214 41, 896, 590 
Service-disabled veterans’ insurance 0 0 1, 250, 000 
Veterans special term insurance - i) 0 250, 000 
Total__- : aie , 67, 726, 239 128, 242, 956 6, 446, 782, 263 


Insurance and indemnity administrative costs 


Prior years 

Fiscal year | Fiscal year (through fiscal 
1955 estimate | 1956 estimate, year 1954 
estimate ! 


Total thro 
fiscal 
1956 estir 


United States Government life insurance $1, 880, 200 $1, 647, 180 | $114, 948, 576 $118, 475 
National service life insurance 26, 859, 940 23, 674, 720 443, 418, 706 493, 953 
Servicemen’s indemnity 2 120, 000 135, 000 300, 000 555 
Service disabled veterans insurance 41, 600 67, 200 29, 400 138, 2 
Veterans’ special term insurance - - - 1, 066, 500 2, 016, 900 670, 870 3, 754, 27 


Cc 29, 968, 240 27, 541, 000 559, 367, 552 616, 876, 79 


1 Actual administrative expenditures by insurance activities increased by 20 percent through fiscal \ 
1952 to allow for auxiliary functions performed by other elements of the Veterans’ Administration 
costs have been included in Department of Insurance operating expenses beginning in fiscal year 1953 
. All operations in connection with servicemen’s indemnity are performed by the Department of Vetera 

enefits. 


DEPARTMENT OF VETERANS BENEFITS ADMINISTRATIVE EXPENSE 


Mr. Pures. | notice that on page 5-10 you make this statement, 
which I quote: 


The development and installation of an intensive work measurement and 
standards program... . 


This committee, as you should know by this time, is allergic to 
duplication. 

Why is not that a direct duplication of the work for which we are 
financing the President’s management improvement program opera- 
tions down at 7 Budget Bureau ? 

Mr. Srone. I do not believe that in their work in the development 
of a work measurement and standards program there is that sort of 
an overall situation. 

Our representatives are working with their people, and our work 
measurement program has gone along in very good shape, and we 
are about ready now to put it into effect in claims, and so forth. 

It has been very effective in the administrative situation. We have 
made a very great reduction there in all of our field offices and have 
probably saved close to $1,500,000 which has been used this year for 
loan and guaranty. It is the only thing that kept our head above 
water. I do not know about duplication of the President’s manage- 
ment expense program. 

Mr. Pures. How many supervisors do you have in your depatt- 
ment ? 

Mr. Stone. In the work measurement program ? 
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Mr. Puivuips. On pages 5-24 I observe that your supervisors 
apparently have more time to travel. How many more supervisors 
Jo you have this year than last year / 

Mr. Sronr. In the supervision, of course, we set up the field work 
and established the area offices, and we have about 11 people in each 
of the 5 area offices. 

Mr. Puituips. Have you had time to determine the results of the 
hanges ¢ 

Mr. Sronr. Not too much. They were only effective as of July 
1954. We have had very good reports from all of the managers 
stating that they have done great work. 

Mr. Purips. I will reserve that question until next year and ask 
Mr. Kelsey that same thing. 

This is an accounting problem strictly. The chairman spoke of it 
yesterday, And I agree with him fully. 


CONSOLIDATED TABLE OF PERSONNEL COSTS 


Here, again, we get all of the things which have to do with an em- 
ployee’s salary into an item which shows us just what we are paying 
bor personnel in a department. 

Take fringe benefits—I am not checking back on my book, but you 
had some of those, you remember, on one page, and some on another 
page. It is not your fault. It is the fault of the accounting system 
or, perhaps, the fault of the law which created them. In other words, 
you have fringe benefits under the one category, and then you will 
have group insurance under another category. Why is not that 
actually a part of the personnel cost as an accounting proposition ? 
Why should it not be a part of the personnel cost ¢ 

Mr. Baker. The Civil Service Commission, the Bureau of the 
Budget and, aes, some other top agencies, in setting up this em- 
ployees’ insurance system prescribed that it should be carried as 
object. 07 under other contractual services of the accounts of the agen- 
cies. It is uniform throughout the Government. 

Mr. Puturs. That answers the technical side, but do you not 
think, in order to show a clear picture of the personnel cost we ought 
toset up the cost of all of these fringe benetits in what we are paying 
for personnel ? 

Mr. Baker. We could pull that together in a consolidated table. 

Mr. Prinurps. I think it would be nice. I am not concerned 
whether you do it this year, but in the budget next year pull together 
all of the costs whic h are actually the costs of personnel. 

I notice travel is increased in these things I am talking about, and 
ilso the cost of supplies. 


VA CANAL ZONE OFFICE 


Let us go to the Canal Zone. How much does it cost us to maintain 
the office in the Canal Zone ? 

Mr. Monk. $506 for the rent for the office. 

Mr. Putiiurs. How much is the total cost of that office ? 

Mr. Srone. It would be approximately $14,000 including 25 percent 
salary differential. 

Mr. Puitures. How many customers do we have down there in the 
Canal Zone? . 


58616—55—pt. 2——31 
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Why do you not just put in the record at this point a statemey 
showing the cost of these rather remote offices, such as the Cana) 
Zone, and wherever we have some of these remote oftices—— 

Mr. Tuomas (interposing). And Berlin and Paris. 

Mr. Puiures. Yes, we have them all around. Also give us approx. 
imately the number of cases that offices of that kind handle in 
year. Can you do that? 

Mr. Srone. Yes, sir. 

(The matter referred to is as follows:) 


Major Annual Operational Costs 
VA Office, Balboa, C. Z. 


Salaries and differential (VA representative and secretary )- 
Office rent (to Canal Zone Company ) 

Cost of personnel transfers each 2 years, per year 

Local travel expense 

Miscellaneous office expenses 


Total per annum 


Estimated number of veterans residing in Canal Zone__ 
Average number of personal contacts per month: 
Fiscal year 1952 ade 
Fiseal year 1953_--- 
Fiscal year 1954 = 


Fiscal year 1955 (to Jan. 31, 1955) _- 


FUNCTIONS OF THE VA REPRESENTATIVE IN THE CANAL ZONE 


1. Furnishes general information and assistance to claimants in preparation 
of applications for benefits; to assist in execution of applications for total dis 
ability income benetits, applications for new insurance, Waiver of premiums ani 
conversion of Veterans’ Administration insurance; to investigate and develop 
facts in apportionment cases ; to receive applications for benefits and the evidence 
in support thereof; to examine such evidence and other papers, including physica 
examination reports, to determine proper form, completeness and acceptability 
by the Veterans’ Administration prior to transmittal.’ 

2. Approves hospitalization of veterans upon prima facie determination of 
eligibility and authorizes outpatient medical services, including such services 
furnished to Spanish-American War veterans, when legal eligibility has been 
established. 

3. Provides information and assistance to veterans to permit them to be 
entered into training facilities and educational institutions under Public Lay 
346, TSth Congress, as amended, and Public Law 550, 82d Congress; to establis 
and maintain supervision over veterans throughout their period of training 
including personal contact of necessary frequency, and adequate recording of 
supervision to indicate veteran’s attendance, performance, and progress. 

#. Recommends the approval of institutions in the Canal Zone in connecti 
with the continuance of payments to or for a child while pursuing a course of 
instruction after it attains the age of 18 years. 

>. Maintains liaison with Canal Zone hospitals and Canal Zone Governmet! 
Officials on all matters related to veterans benefits, 


OTITER FOREIGN OPERATIONS 


The Veterans’ Administration maintains no offices in any foreign country exce})! 
those in the Philippines, which are operated under Public Law 181, 83d Congress 
However, certain activities on behalf of veterans are carried out by the Depar' 
ment of State through arrangements made by VA under certain provisions of the 
Foreign Service Act of 196. Except in Europe and Mexico, these activities are 


*It is estimated that about 35 percent of the VA representatives time is concerned \ 
contracts, individually and in groups, with the many in-service personnal stationed in thé 
zone. 
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limited to contact, investigation, and claim development functions which are 
performed by regular personnel of the various consulates as required. In Europe 
and Mexico, because of the volume of these activities and the fact that certain 
aiditional functions related to the education and training of veterans are per- 
formed, the Department of State employs experienced VA personnel who specialize 
in these activities. For Europe, these functions are centralized in Paris under 
anattaché for Veterans’ Affairs with smaller offices in London and Rome. There 
is also a veterans attaché office in Mexico City. Administrative costs of main- 
taining these offices are borne by the Department of State, although benefit pay- 
ments and services contracted for, such as physical examinations and medical 
treatment, are charged against VA appropriations. 

The attached table indicates the type and volume of services currently being 
performed for VA by the Department of State in Europe and Mexico. 


| Europe Mexico || Europe | Mexico 


Average veterans in training | Average n'1m ber applications 
monthly: supplementary claims 
February 1952_....--..-- 2, 279 5 action: 
February 1953-_ -- 86 | February 1952 
February 1954__ - : 39 February 1953 
February 1955 (to date) -_-| 585 February 1954 
Average disability claims February 199 (to date). 
received monthly: Average number physical 
February 1962_.......--.-] 55 | examinations autho- 
February 1953 Li | t | rized mont" ly: 
February 1954. .......--- February 1952 
February 1955 (to date) -_-| February 1953 
Average death claims received | February 1954 
mont’ ly: | February 1955 (to date). 
February 1952_._.___-- Average bospitalization and | 
February 1953- --- secant outpatient treatment 
February 1954-__ -- ea cases monthly: 
February 1955 (to date) ---| February 1952 
February 1953 
February 1954 
February 1955 (to date) 








INSTITUTIONAL AUDITS 


Mr. Putiures. Mr. Kelsey, at the bottom of page 5-60 and the top 
of page 5-61 reference is made to audits which have been made by 
the VA of institutions and individuals who receive funds from the VA. 

What I want to know is have you any records which show how much 
the GAO has been able to recover from those audits? Are we paying 
out a dollar to get $2 back, or are we paying out $2 to get a dollar 
back? Both of them might be justifiable—I mean the moral effect of 
it might justify a small return. 

Mr. Kesey. That is right. 

Mr. Pamiuuies. About what is our cost against the return we receive ? 

Mr. Krtsry. I know from past experience when we got money for 
these institutional audits originally, in the first couple of years we 
recovered about $6 for every dollar spent, but the program has tapered 
off. As TI recall recently we are saving about $2 for every dollar spent. 

Mr. Monk. We have spent approximately $5 million on this 
program. 

Mr. Putiuips. In how long a time? 

Mr. Monk. It started about 1950, and we have recovered in the 
neighborhood of $20 million. We have reached the point of diminish- 
ing returns, and this program is scheduled to be discontinued almost 
(ntirely on June 30 of this year. We still have 59 people in this 
program. 

Mr. Punters. How many did you ask for next year for it? 

Mr. Monk. 17 people. 
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Mr. Puiaiips. On page 74 you refer to instances “where Govern 
ment-owned vehicles are more economical than common carriers.” 
Can you give me a few instances of where “Government-owned ye. 
hicles are more economical than common carriers” 

Mr. Monk. Yes, sir, where more than one traveller is going to 
place it is cheaper to operate a car at a cost of 3 or 4 cents a mile tha) 
it is to pay the common carrier cost. 

Mr. Puiures. I should have known that answer myself. I driy 
home once a year for that same reason. 


FLAGS FOR INTERMENT AND BUILDINGS 


On page 5-81 you want $393,000 for flags for interment and buil 
ings. To how many deceased veterans or their families do you giv 
a flag each year? 

Mr. Monk. We have approximately 10,000 deaths a month. That 
would be 120,000 burial claims. 

Mr. Puituirs. How much do you pay for your flags? 

Mr. Monk. $4.97 is the average cost. 

Mr. Puiuuirs. On page 5-82 vou want $162,000 to purchase furni- 
ture and equipment, and $155,000 of this is to be used for the pro. 
curement of typewriters and office machines. 

I have not been down to the VA lately, Mr. Higley, but I have 
been in the past, and I never got the impression that you had too fev 
typewriters in the building. 

Mr. Monk. We do not have too few, but there are some of the 
that are pretty lousy. 

Mr. Sronr. They wear out. 

Mr. Puiiirs. Do you get them from GSA or by contract? 

Mr. Monk. From GSA, we get all typewriters through them. 


PURCHASE OF NONPASSENGER CARRYING VEHICLES 


Mr. Putuirs, On page 5-83 you want two new carryalls, as you 
call them, for Manila. Manila seems to be as permane nt as a tem- 
porary agency. Are we ever going to end the increasing costs in 
Manila? We have more veterans than we started out with in Manila. 
How about these carryalls, do you have any now? 

Mr.Monk. Yes, sir, there are a few. 

Mr. Pumutrs, These are indicated as new. How many do you 
have altogether ? 

Mr. Monk. These are for replacement. 

Mr. Putiures. How many do you have altogether in Manila? 

Mr. Hiciey. Two are requested for replacement in Manila. 

Mr. Monk. We have about five. Commercial transportation in 
Manila is pretty skimpy. 


READJ USTMENT BENEFITS 


Mr. Pumuirs, Under “Readjustment benefits” on page 12-05 you 
have this statement: 


No estimate is submitted for interest gratuities in fiscal year 1956. 


I not only do not understand it in this budget, but I thought we 
had discontinued those interest gratuities 2 years ago. 
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Mr. Monn. You did, sir, and we have no amount shown in 1956 on 
the assumpton that the prohibition will be continued. 

Mr. Pumps, Did you have any in 1955? 

Mr. Monx. We had some to be paid in 1955 for commitments which 
were made prior to the cutoff date. 

Mr. Putuuies. Was it brought out in the discussion of the students 
work at the colleges and vocational schools what percentage of them 
are studying courses which would be of financial aid to them, as op- 
posed to those which might be said to be what we call] cultural courses 
or academic courses? ‘The professional courses would be law, and 
medicine, or anything like that in addition to actual vocational courses. 
Do you have a breakdown of those studying that type of course as 
opposed to those studying just a cultural course 4 

Mr. York. Mr. Phillips, we have conducted studies from time to 
time of a breakdown of the objectives to which their training leads. 
We have published those, and those are all classified by categories in 
creat details. 

Mr. Puttiires. Do you suppose you can make a short statement of 
that for the record? I do not want to put all of this in the record. 
This is broken down into every possible course, which is very inter- 
esting, and I should like to read it. Are these all alike ? 

Mr. Sronr. No; they are all different. 

Mr. Putasrs. I do not want to put this in the record, but I think 
it might be interesting if you would show how many students are 
studying what might be called cultural or academic courses versus 
those studying courses which are directly related to their probable 


earnings. 


Mr. York. There are indications of that in the preliminary state- 
nents to each one of those. 

Mr. Puuures. I will look them over during the lunch hour. 

Mr. Yorr. All right, sir. 


AFTERNOON SESSION 
VA STUDY ON HOSPITAL EFFICIENCY 


Mr. Tuomas. The committee will please come to order. Mr. Phil- 
lips, you may proceed. 

Mr. Puiiurps. Thank you, Mr. Chairman. 

First, 1 want to turn to the report to the Committee, Subcommittee 
on Independent Offices, dated February 28, 1955, from the Depart- 
nent of Medicine and Surgery. I think that the agency, and there- 
fore, your branch of the agency, and probably, in particular, Com- 
mander Bigelow, are to be commended for two things in the report. 
First, for the report as a whole and, second, for the cooperation is 
giving ita trial. It was just as new to you as it was to us. 

The analysis of the investigator here divides the hospitals into 
three groups, various groups, GM & S, NP, and TB, and I will ask 
broadly about the report to see if anything could be derived from it 
that would be helpful. 

Now, for the benefit of the new members on the committee, this was 
i report made by the investigative staff of the Appropriations Com- 
iittee. They divided the hospitals into three groups by categories, 
GM & S, NP, and TB, and they took the factors which were supposed 
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to be, historically at least, things that were causing difficulties in the 
various hospitals. 

And, in brief, it appears from the analysis, that the location of the 
hospital maintained by the Veterans’ Administration has very muc\ 
less influence on cost per patient, per day, than had previously beey 
supposed. 

The age of the hospital, while they had a look at that as a factor, 
had much less influence as a matter of fact, and also the newer hos 
pitals, generally speaking, are more expensive to operate than th 
older ones. Why should that be true, Dr. Middleton ? 

Dr. Mippieron. I should expect. broader services, Mr. Phillips, 
construction improvements resulting in smaller wards. This cir. 
cumstance particularly in the new type N P hospitals is more cost) 
in nursing and other ancillary services. 

Mr. Puiturrs. That then raises the question whether the services 
are materially broader than the patient would get, especially, in a 
private hospital. 

I think all the members of this committee have been in veteran 
hospitals and have noted, with considerable pleasure, and pride, thi 
hospitals and their equipment, and yet it has been apparent to \ 
that the amount of equipment in veterans hospitals is in excess of 
that found in private hospitals. In private hospitals you would hard|j 
expect to find as many X-ray facilities, mobile X-ray facilities 
How many hospitals in your knowledge, have mobile X-rays on every 
floor ? 

Dr. Mippieron. Mr. Phillips, I think you will find mobile units 
in most of them. 

Mr. Puttuirs. But we go into hospitals that have two fully equippe 
X-ray rooms, even some of the smaller hospitals, and in addition, : 
“ ialized X- -ray room, and mobile units. 

I do not intend to ask many questions along this line. The ir 
vestigators came to the conclusion, generally speaking, that costs boil 
down entirely to the question of management. 

Now, that being the case, it seems to me that this subcommittee— 
and may I ask if it would not be well to incorporate this report 1! 
the record—was it put in the record yesterday / 


IMPROVEMENTS IN FUND UTILIZATION IN VA HOSPITAL PROGRAM 


Dr. Wotrorp. Not as yet. 

Mr. Puiuures. I think it might be well to put it in the record. Have 
you seen it, Mr. Thomas? 

Mr. THomas. Yes. 

Mr. Puutirs. Maybe it ought to be boiled down for the recor 
somewhat. I ask unanimous consent that that be done. 

(The report referred to follows :) 


I. INTRODUCTION 


During the hearings on the fiscal year 1955 budget, this committee presented 
certain cost comparisons of VA hospiti ils, and indicated that it thought aggressive 
action seeking to produce economies in hospital operation were possible. The 
VA agreed with this proposition and has developed a program of comparative 
analysis of the various costs which make up the total cost per patient da) 
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Il, ACCOMPLISH MENTS 


Since 75 percent of the cost of hospital operation is for salaries of personnel, 
the first studies were in those areas where personal service costs were primarily 
involved. The results of these studies are demonstrtaed in the following: 

(a) In Mareh 1954, 116,500 beds were in operation in VA hospitals with 115,000 
euployees. By June 30, 1954, the number of beds in operation had increased by 
almost 600 while full-time employment was reduced by 2,100. This decrease in 
employment at current average salaries is equivalent to a reduction of $7.9 million 
n operating costs annually, and was accomplished while increasing the number 
of beds in operation. 

(b) The following table compares the ratios of employment per thousand 
patients during the first half of fiscal year 1954 and the first half of fiscal year 
19955. Between these periods, there was an overall reduction of 16.5 employees 
per thousand patients. This reduction has resulted in a decrease of approxi- 
mately 1,800 in employment required to provide care, and is reflected in the fiscal 
year 1956 budget estimate. 


Vumber of employees in VA hospitals per 1,000 patients, first half fiscal year 1954 
versus first half fiscal year 1955 


Pinet R } 
First 6 months of Fiscal year 
a . 1955 over 
fiscal year 
1954 


Type of hospital 
Fiseal year Fiscal year 
1954 | 


All hospitals 1, 094. § 


Neuropsychiatric. - - - anne ‘ 718. ¢ 
Tuberculosis » 2a0. « 
General medical and surgieal__-__- aa 1, 485. & 


(c) One of the factors stressed in the cost studies presented at last year’s 
hearings was the wide range in per diem costs. Considerations of this factor 
were an integral part of our studies. There has been a narrowing of this range 
us reflected in the following table: 


Low Difference 


General medical and surgica] hospitals: 
953 . F - $38. 23 $11. 71 
55 27. 79 2. 81 14. 98 


1953 pais CaS aenks wan es , 5. 91 7 9.17 

1955..... as ae ; aoe ‘i 5. 97 }. 87 9.10 
luberculosis hospitals: 

1953... S otth td kpuntabhimwaede we heed .77 2. 94 7. 83 

1955 donates at Se taades ‘ . - . 57 3. 60 4.97 


VA Hospital, Mountain Home, Tenn., VA Hospital, Fort Thomas, Ky., has been excluded since the 
of patients at this station requires staffing approximating that of domicilairies, as reflected in its per 
tiem cost of $7.45. 
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This narrowing is further demonstrated by the following frequency distripy 
tions which indicate separately for each type of hospital group the number whos 
per diem costs vary by the indicated amounts from their fiscal year 1953 an 
fiscal year 1955 group averages. 


Number of hospital by type 


Difference between per diem cost of each hospital and 


; ; ot .and 8. NP 
average per diem cost of all hospitals of similar type id 


1955 1953 1955 1953 


: | . — _ 
Average per diem cost_ -- . $18. £ $8. 44 $8. £ $15. 58 


Greater than average per diem cost by: 
28 Or more 
$7 to $7.99 
$6 to $6.99__ 
$5 to $5.99_-- 
$4 to $4.99 
$3 to $3.99_- 
$2 to $2.99_. 
$1 to $1.99_-- 
l p to $0.99__. 
Less than average per diem cost by 
[ p to $0.99... 
$1 to $1.99 
$3 to $3.06 
$4 to $ 
$5 to $5 
26 to $6.99 
37 to $7.99 


5 or more. 


Total number of hospitals---. 


For example, during fiscal year 1953 33 of the 84 G. M. and 8. hospitals included 
had per diem costs which were more than $3 greater or more than $38 less than 
the average per diem cost of G. M. and 8. hospitals included in the analysis. Dur 
ing the first 7 months of fiscal year 1955 only 18 of 83 G. M. and S. hospitals 
included had per diem costs which were different from the average by more 
than S38 plus or minus. 


Ii. METHODS OF APPLYING COST ANALYSIS TECHNIQUES 


(a) Statement of policy 


To establish a base for evaluating cost and at the same time to assure the 
maintenance of a proper qualitative standard of care, the policy was established 
that the Veterans’ Administration hospitals would provide veteran patients with 
a quality of medical care comparable with that provided by the best civilian 
institutions treating similar types of patients. 


(b) Decentralization of budget management 


Bach station is given an annual budget program which specifies a sum of 
money to accomplish a planned workload. It is the responsibility of hospita 
management to accomplish this program within the funds provided. A greate! 
appreciation of the need for cost control has developed at the separate hospitals 
as a result. At each hospital, its total budget is subdivided to the various oper 
ating programs. This is having the effect of spreading cost consciousness 
throughout all levels of activity. 

To assure conformance with budgetary plans and to accomplish timely 
adjustments of these plans, the operation of each hospital is reviewed quarterly 
Whenever costs exceed planned levels, visits are made by budget representatives 
of the area medical directors to determine the reasons and to negotiate adjust 
ments in budgetary plans that may be indicated. 


(c) Cost evaluation projects 


During fiscal year 1955, a new system of cost accounting was placed into effect 
in the hospitals to give management a better tool for cost control and for 
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estimating fund requirements. Based on this system, reports are available 
which Classify the costs of each of the components of the total per diem. 
These reports are used for the quarterly analyses of budget performance de- 
seribed heretofore and also for the study of costs of specific activities. 

Based on the results of these projects, comparative analyses are sent to the 
hospitals. Managers are asked to appraise the activities which have been 
covered and to report actions taken to eliminate cost differences or to justify 
them. 

Abstracts of reports of significant actions taken to promote economies and 
improve effectiveness through staffing and adjustments, functional realinement 
and procedural and organizational changes are published for consideration by 
all managers in the operation of their hospitals. 


IV. COST EVALUATION PROJECTS COMPLETED 


(a) Review of general administration expenses 

(1) Comparative tables of per diem costs of all elements comprising these 
activities furnished to hospitals. 

(2) Reductions totaling 166 positions reported, with 78 additional positions 
under consideration. Station reviews extended to other areas, resulted in 41 
additional reductions, and 8 positions under consideration. 

(b) Medical administration 

(1) Analysis indicated costs, staffing, and a number of factors affecting 
staffing requirements, including administrative staffing of professional activities. 

(2) Reduction of 190 positions reported, 147 from registrar divisions, 43 from 
professional areas. 

(c) Laundry operations 

(1) Analysis indicated costs, staffing, workload, staff productivity, linen usage, 
and factors influencing requirements. 

(2) Reduction of 37 positions reported. 

(d) Food service costs 

(1) Analysis indicated costs of provisions and staffing and identified a number 
of factors affecting staffing requirements and costs, among them number of special 
diets, rations served on wards and in dining rooms, reimbursable, and nonreim- 
bursable rations for other than patients. In addition to the tables, the letter 
accompanying the analysis identified 12 additional factors which might affect 
ration costs and staffing needs. 

(2) Reductions totaling 189 positions reported. 

(3) Improved meat utilization. Through study of edible meat yields and costs 
of various Commercial cuts, we have determined which cuts provide the greatest 
yield per pound. It is estimated that the lower cost per pound of edible meat 
results in a saving of approximately $550,000 per year while providing a greater 
variety of menu items. 


(e) Motor transportation 


(1) Analysis identified costs of various elements which make up total cost of 
motor transportation activities, indicated staffing, number of motor vehicles, and 
a number of factors affecting staffing and vehicular requirements. 

(2) Incomplete reports (17 stations’ reports not yet received) indicate reduc- 
tions of 387 personnel and 21 in the number of vehicles in use. 

(f) Nursing service 

(1) Comparative tables issued breaking down costs of (@) ward nursing care, 
and (6) nursing administration, supervision, and education. Costs for profes- 
sional nurses, hospital aides, practical nurses, and clerical staff separately identi- 
fied. Factors affecting nursing requirements included, such as bed-occupancy 
rate, monthly patient turnover rate, affiliated status. 

(2) This was only a preliminary study and hospitals were not required to 
submit reports following review. 


(9) Linen control 


(1) Comparative table issued showing annual cost of lines, emphasizing need 
for proper controls to assume maximum utilization and minimum loss. 

(2) Implementation was left to local management. No report was required. 

As indicated in section III, above, al! reports received as a result of these 
Studies are carefully reviewed and significant data abstracted and published for 
consideration by all managers in the operation of their hospitals. 
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V. CONTINUATION AND IMPROVEMENT OF COST EVALUATION PROGRAM 


At the present time, other comparative cost evaluation projects are unde 
way: Protective service; indigency costs; warehousing and vouchering acti) 
ties ; rental charges for quarters; and library service costs. 

In addition, a cycle of restudy, for which plans are now available, will begin 
All program areas which have been surveyed will be reexamined: to insur 
that economies which have been realized are maintained, to insure that any 
further savings which are possible will be realized, and to effect continuing 
improvements in procedures and organization. 

The current and projected status of hospital staffing indicates that continuing 
analysis will have the positive result of improved productivity and more effective 
utilization of available funds. 

We are investigating the influence of factors such as— 

(a) Size of hospital 

(b) Patient turnover 

(c) Length of stay 

(ad) Size of nursing units 

(e) Workloads of ancillary services 

(f) Geographical location of hospital, ete. 
in an effort to develop better units of measure of expenditure of funds. The per 
diem cost is not the only measure of fiscal effectiveness, and differences in per 
diem costs alone do not always indicate that the hospital with the lower per dien 
cost is meeting its mission most economically. 

Our program for reviewing costs has also been extended to the domiciliary and 
outpatient programs, 


Comparative analysis of operating costs fiscal year 1953-1955 


VA, GM & S HOSPITALS 


a mi orm Per diem ce 
Turnover 

Hospital rate fiscal 

Fiscal year | year 1954 ! 

1955 (July 

January) 


Fiscal year 
1953 


Fiscal vear 
1953 


HosPITaALs WITH FiscaL YEAR 1953 PER DIEM COsTs IN FIRST QUARTILE 


Fort Thomas, Ky 377 36: 17 $10. 66 
Mountain Home, Tenn 557 54: 58 11. 52 
Wadsworth, Kans 724 2 5 14. 44 
Dayton, Ohio_.- 900 86S ' 14. 75 
remple, Tex 599 66 i 15. 30 
Long Beach, Calif , 425 , 438 { 15. 46 
Bay Pines, Fla 460 8: 57 16. 32 
Fayetteville, N. C 322 r 16. 45 
Hot Springs, 8. Dak 213 ¢ 5f 16. 51 
Dearborn, Mich S40, ; : 16. 63 
Bath, N. Y 341 ‘ ) 16. 75 
Fort Howard, Md 399 ‘ ‘ 16. 98 
Wood, Wis , 032 , 078 5£ 17.03 
Albany, N. Y 657 Sy ¥ 17. 04 
Kecoughtan, Va 378 d 17.14 
Dwight, Il 199 ¢ 17. 39 
Hines, Ill 2, 469 ; 5g 17. 50 | 
Albuquerque, N. Mex 426 5e 17. 68 
Oakland, Calif i 625 : 17.70 | 
Buffalo, N. Y 669 f 17 


Average for first quartile : 16. : 


See footnote at end of table, p. 1289. 





1287 


Comparative analysis of operating costs fiscal year 1953-1955-——Continued 


VA, GM & 8 HOSPITALS 


Average daily patient Pp . 

load er diem cost 

: Turnover 

Hospital | rate fiscal 

Fiscal year | year 1954 
1955 (July 
January) 


Fiseal year 
1955 (July 
January 


Fiscal year 
1953 


Fiscal year 
1953 


HospPiItaLs WITH FiscaAL YEAR 1953 PER DIEM COsTs IN SECOND QUARTILE 


indria, La 422 3° 65 $17 
uver, Wash_ - 456 46 18 
wey, Tex 539 51s ( 18 
,s.C 476 4! 18, 33 
blin, Ga ‘ 313 34 : 18 
yvidence, R. I 345 : 18 
tteville, Ark... 205 206 18 
mtgomery, Ala 242 24: 18. 
kogee, Okla 284 ‘ 18 
162 5 19 
\ E 430 446 19 
Wilkes Barre, Pa_- 385 ‘ 5s 19 
Houston, Tex ‘ 773 995 19, 
Memphis (Ken.), Tenn. -- , 104 , 098 92 19 
ral Gables, Fla 399 93 19.! 
Altoona, Pa_..--- 174 93 19 
Jackson, Miss- -- 407 i 103 19 
Brooklyn, N. Y- ‘ 780 ( 5Y 19, & 
Cleveland, Ohio. 680 86 19. 
tichmond, Va_-_-- 877 i 58 19 
Rock, Ark. ’ wa blobs 353 | 392 103 20. 


Average for second quarilte__- , 19. : 


HosritaLs WitH FiscaL YEAR 1953 PER Diem Costs IN THIRD QUARTILE 


loxi, Miss ; 185 174 9s $20. 12 
hville, Tenn 490 483 85 20.15 
naw, Mich 167 159 R5 20. 59 

ortland, Oreg 447 501 90 20. 65 
Bronx, N. ¥ . . , 240 , 279 62 20. 73 
‘resno, Calif. —- 204 203 86 20. 90 
Minneapolis, Minn___. 813 $23 78 20. 95 
in Franciseo, Calif. 368 372 oY 20. 96 
Reno, Nev_..- 123 132 101 21 
Boise, Idaho 180 158 100 21 
Indianapolis, Ind ; 358 420 98 21. : 
Cheyenne, Wyo. ; ; 132 111 129 21 
Wichita, Kans ‘ 185 203 85 .§ 
Louisville, Ky a 432 428 75 22. 
Sioux Falls, 8S. Dak___- 182 189 100 22 

n Nebr. .... etd ‘ 307 373 76 22. 

Spring, Tex. _. ‘ 132 159 107 22. 
Dallas, Tex “ 5 7 262 292 92 23 
Des Moines, Iowa. 304 294 133 23. 26 
Beckley, W. Va. _.-- ' ; 123 126 lil 23. 39 
Washington, D. C__...-.-- 291 276 115 23. 50 


Average for third quarter aed maleate ed . 21. 41 


HospitaLs WITH FiscaL YEAR 1953 PER DigM Costs IN FOURTH QUARTILE 


oln, Nebr = baie 194 192 86 

Junction, Colo-_.- 114 114 129 

645 813 107 

160 173 120 

136 145 81 

167 148 121 

. 7 118 125 85 

179 277 120 

192 246 118 

237 272 96 

‘ron Mountain, Mich- - . -- oa 133 134 SS 

lowa City, lowa eke 260 378 83 

Poplar Bluff, Mo ‘als nas 111 128 135 

Salt Lake City, Utah_- : sia 149 52 136 
an Juan, P. Baus-«scc«s oe 181 179 
SpORBHC, WHE c cee east cok 117 116 


KR 


gz ne hy 


7 Ol ie > ee ee de oe 


WP Hw MO Ph www tyr 


See footnote at end of table, p. 1289. 





Comparative analysis of operating costs fiscal year 1953-1955 


Hospital 


HosPitaLs WITH FiscaL YEAR 1953 PER DIEM COsTs IN FOURTH QUARTILE 


Huntington, W. Va 
Manchester, N. H 
New Orleans, La 
Minot, N. Dak 
Miles City, Mont 


Average for fourth quartile 


VA, GM & 8 HOSPITALS 


Average daily patient 
load 
Turnover 
rate fiscal 
Fiscal year | year 1954! 
1955 (July 
January) 


Fiscal year 
1953 


141 
105 
372 

AB 


50 


147 
122 
448 
63 
76 


108 
108 
76 
Ot 
120 


VA, NP HOSPITALS 


-Cont 


Per diem « 


Fiscal y 
1953 


HOSPITALS WITH FISCAL YEAR 1953 PER DIEM CosTs IN FIRST QUARTILE 


St. Cloud, Minn 

Battle Creek, Mich 
Northport, Long Island - 
Chillicothe, Ohio 
Knoxville, lowa- 
Tomah, Wis 

Gulfport, Miss 
Canandaigua, N. Y 
Danville, T__ 


Average for first quartile 


> 


1, 344 
1, 981 
2, 310 
2, 101 
1,514 
1,117 
1, O80 
1, 604 
1, 631 


1, 323 
1, 987 
2, 384 
2, 035 
1, 488 
1, 128 
1, 078 
1, 621 
1, 633 


Orbs & Ge bo me  & bo 


# 


NNN NSNING 


Cc 


inued 


ear 


ontinued 


~I 


HOspPITALS WITH FISCAL YEAR 1953 PER DIEM CosTs IN SECOND QUARTILE 


Coatesville, Pa- 
Bedford, Mass 
Murfreesboro, Tenn 
Waco, Tex i 
Roseburg, Oreg 
Marion, Ind 
Northampton, Mass 
N. Little Rock, Ark 


Average for second quartile 


1, 852 
1, 762 
1, O84 
1,948 
585 
1, 645 
1,075 
1,996 | 


, 821 
, 756 
, O61 
, 958 

623 
, 598 
, 064 
, 984 


2 bo bo Ge Ore WO 


| 
| 


Lp 


MIMS 


Om ox 


Hospitats WitH Fiscat YEAR 1953 Per Diem Costs IN THIRD QUARTILE 


Perry Point, Md 

Ft. Meade, 8. Dak-_ 
American Lake, Wash 
Roanoke, Va- 

Fort Lyon, Colo 
Lexington, Ky 

Palo Alto, Calif 
Lyons, N. J 
Montrose, a 2 


Average for third quartile 


HosPItaALs WITH 


Tuske vee, Ala 
Downey, Il 
‘Tuscaloosa, Ala 
Sheridan, Wy ) 
Lebanon, Pa 
Augusta, Ga 
Togus, Maine 
Top k i, Kans 


Average for fourth quartile 


See footnote at end of table, p. 
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1, 770 he 
670 
855 

1, 852 

747 

103 

321 

937 

511 


708 
698 
R57 
, 842 

749 
, ORO 
, 328 
, 973 
, 624 


th bo bo 


o 


i, 
l, 
l, 
1, 


oh 


YEAR 1953 PER 


, 998 
2, 183 
912 
641 
955 
, 474 
778 
, 021 


i4 
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HR 
Ps 


2 OO Ge 90 Ge GO ge Ge ¢ 


a 


$9 
9 
9 
9 


10. 


12. 


15 


10 


27 


56 
65 
67 
67 
67 


70 


. 96 
. 98 


70 


Diem Costs IN FOURTH QUARTILE 


. 09 
28 
46 
63 
72 
07 
50 
91 


60 
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Comparative analysis of operating costs fiscal year 1953—1955—Continued 


VA, TB HOSPITALS 


Average daily patient Ber diam end 

load er diem cost 

: Turnover 

Hospital rate fiscal 

Fiseal year | year 1954 
1955 (July 
January) 


Fiseal year 
1955 (July 
January) 


Fiscal year 


1953 


Fiscal vear 


1953 


Hospitals With FiscaAL YEAR 1953 PER DiEM Costs IN FIRST QUARTILE 


land Heights, Mass-- 579 551 12 
inmount, N. Y 4965 431 14 
Castle Point, N. Y : 530 493 1] 
Kerrville, Tex 390 395 19 
I ore, Calif 507 $94 16 


Average for first quartile 


Hospitals WITH FISCAL YEAR 1953 PER DIEM CosTs IN SECOND QUARTILE 


Butler, Pa 438 473 $15. 18 
san Fernando, Calif {78 48¢ ; 15. 32 
Excelsior Springs, Mo 216 ‘ F 15. 34 
Oteen, N. C 1, 316 > 7 15. 44 
Waukesha, Wis : 203 Yi : 15. 51 


Average for second quartile 15. 37 
HospITtaALs WITH FISCAL YEAR 1953 PER DieM Costs IN THIRD QUARTILE 


Memphis, Tenn 285 273 $15. 52 
Brecksville, Ohio 260 4 15. 63 
Walla Walla, Wash-_-_- 335 : 16. 19 
Whipple, Ariz A 316 : ’ 16. 47 
Outwood Ky 230 é 17. 25 


£0 


| 
Average for third quartile. -_- ; ; ' aS) 16. 16 


| 


HospPITALS WITH FiscaAL YEAR 1953 PER DieM Costs IN FOURTH QUARTILE 


Tueson, Ariz. _--- , ; 366 365 J $17. 5: $16. 7 
Ft. Bayard, N. Mex-- a : 197 188 ; 18. If 18. { 
Madison, Wis. _- a 283 396 19. 66 16. 

BONNIE. TMs. Scien ic dcon' sects eases 180 220 : 20 16. : 


Average for fourth quartile... _----- (atoasdcabedeaaee 18. 94 16. 9 


Average monthly turnover rate (percent of average daily patient load which was discharged). Obtained 
by dividing the average monthly number of discharges by the average daily patient load. If the rate is 100 
more, then, on the average, the patient load is replaced at least once each month. 


NOTE During the current adjustment of operations and redistribution of patients, VA hospital, Aspin- 
wall, Pa., has temporarily been consolidated under single management with VA hospital, Pittsburgh, 
Pa., and has been excluded from the current cost comparison. 


PER DIEM COSTS 


Mr. Puiiurrs. On this item, I notice you have made one change, 
irom an analysis of this report, referring to Fort Thomas, Ky., and 
Mountain Home, Tenn. 

Mr. Bigetow. Yes, sir. 

Mr. Putxuirs. Referring to Mountain Home, Tenn., I notice the 
per diem cost of $11.52, and at Wadsworth, Kans., $14.44, and that 
they maintain a fairly good ratio, increasing hospital by hospital. 

Without going over all of the hospitals, it was the intention of the 
investigative staff to leave out hospitals which had special conditions 
which would upset the comparison by using them. 

Mr. Biertow. Yes, sir. 
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Mr. Puiturps. How does this $10.66 for Fort Thomas and the $11 

Mountain Home compare with the domiciliary-care cost ¢ 

Mr. Bieetow. They are higher than the average for domiciliaries 

Mr. Puruiprs. About average. 

Mr. Bicetow. No, sir; higher. 

Mr. Puuutrs. The average for the domiciliary is from 2 up to 7! 

Mr. Scuoen. The domiciliary runs from a low of $2.07 up to $5.4 

Mr. Puitures. That raises the question here at the moment concern. 
ing Mountain Home, and at Marlin, Tex., and one in Georgia, whi 
were white elephants up until a year ago, but which you are noy 
beginning to use for aged patients. 

Mr. BiceLow. This report compares them with the report previousl 
made. 

Mr. Puiiuies. You have made a general reduction. You have de. 
creased it by leaving out Fort Thomas. 

But passing on over—you even have a decrease at Marlin. When 
is that shown? 

Mr. Scuoen. Page 3 of the report. 

Mr. Priuurrs. I would like to have that list put in the record a 
this point, because it does show a change in the high and low between 
1953 and 1955, There was a change from a high of $38.23 in 195) 
in G. M. and §S. hospitals to $27. 79, according to this statement, fo 
1955. But the high and low analysis shows a difference of $26.71 
1953, reduced to $14.98 in 1955. Is that even leaving off Mountai 
Home ¢ 

Mr. BiceLow. Yes, sir. 

Mr. Puivures. It does take that into consideration ¢ 

Mr. Bicetow. Yes, sir; in the comparative report of operating costs, 
1953 and 1955, Mountain Home VAH, is included. 

Mr. Puiiirs. I think that is an achievement. I was going t 
suggest, to try to keep this discussion as brief as possible, that yo 
might set another goal for 1956 and if man: iwwement is the factor 
for controls, not only of the cost of operating the hospital but the 
kind of service which is given to the veterans in the hospital, t! 
it would seem to me that at the top level of the VA, an attempt shoul 
be made to see that the managers are carrying out the intent of tli 
Veterans’ Administration. 

I have some two illustrations which I am going to use because tlie 
are in California; then no one can accuse me of prejudice against som 
particular section. 

First of all, you ask for an amount based upon the number . beds, 
which, prior to last year would have been on those activated, but 
of the current year, would be on occupancy. Prior to this time, net: 
had been presented to the Bureau of the Budget and sent up to th» 
committee and to the Congress; and if we did not accept those figures 
then there would be immediate criticism over the fact that not enoug 
money had been appropriated, and it was the fault of the Congres 


RESULTS OF CONSOLIDATING MEDICAL APPROPRIATIONS 


Two years ago, we began to tie the number of beds to the amoutl 
of money; and last vear ‘the request was for the number of beds act 
vated and the number of beds occupied. It also gave you the permit 
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ion to put inpatient care, and contract beds, and domiciliaries in 
the same budget items. How has it worked out ? 

Dr. Woirorp. Satisfactorily. 

Mr. Putturs. Have you any evidence as to what the movement 
has been, back and forth, that would indicate any such satisfactory 
experience has resulted 

Mr. Bigetow. It has allowed more flexibility in the distribution 
of the patient load. 

Mr. Putts. That was the object. Do you have any record show- 
ing a saving in money can be demonstrated, or that there has been 
any direct saving of money, as a result of this analysis, and as a result 
of the change in : methods of appropriating money last year / 

Mr. Brertow. As a result of the change i in appropriation and con- 
sidering other factors, the 1956 budget inpatient care for general 
medicine and surgery hospitals is 13 cents a day less than the average 
cost in 1955. 

Mr. Puiiires. Does that take into consideration, or include, the 
statutory increases made by the Congress? You are asking for about 
“4 million additional. 

Mr. Braetow. Yes, sir. 

Mr. Pritiis. Additional; of which approximately $8 million rep- 
resents statutory increases, or promotions, by the Congress. 

Mr. Bigetow. Yes, sir. 

Mr. Puiurps. And, roughly, $16 million then is left? 

Mr. Bicetow. We will have to absorb $7.5 million increased costs 
due to new legislation. 

Mr. Prttxires. And the balance is—— 

Mr. Braetow. A net increase of about $16 million to care for 4,000 
more patients. 

Mr. Prinuirs. Then the cost—what would that be, roughly, per 
patient ? 

Mr. Bieetow. It is approximately $4,000. 

Mr. Pures. Mr. Schoen, did you wish to add something to that ? 

Mr. Scroen. In veterans’ hospitals, in 1954, the cost was $5,300 per 
patient-year. For the increase of 4,200 in patient load, the net in- 
crease of $16 million in 1956, will provide only $4,000 per patient-year. 
In other words the increased patient load will have to be taken care 
of at about $1,300 less per patient-vear than the cost in the fiscal vee 
IN4 per patient-year. 


REACTION OF HOSPITAL MANAGERS TO NEW SYSTEM 


Mr. Pritiirs. I was going on to indicate that the amount of money 
tppropriated is apportioned by the Washington office: and then it 
comes a problem for the manager. Manager A may say this is a 
good program and he will do everything he can to make it a success; 
and he will then adjust the internal situation to meet the allotment 
from the Washington office. Manager B may say, he will try to do 
the best he ean; he may have to have help, may have to write to the 
Washington office if he finds he cannot get along on that much money ; 
and then he will negotiate with you, and you will discuss the matter 
with him, and try to work it out if possible, to give him a little addi- 
tional funds. 
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But Manager C will say, no, he does not want to operate that way; 
he will just close a ward, and he gives out the word that Congress has 
not appropriated men money. 

I think the best example of that was at Fresno, Calif. In the 
middle of last summer a ward was closed at the Fresno hospital. It 
was a fairly new hospital, and the manager appeared to be a good 
administrator. There were many things w vhich the investigative staf 
of the committee, which was sent out ‘there to report, said in credit 
to the manager. But I am compelled to say that I do not think it 
was necessary to close the ward at that time on the basis of any 
evidence that the committee has, and I quote from the report of the 
committee staff 
No personnel adjustment had been made which would have forced a closing of 
the sixth floor ward. 

The assistant manager and the chief of finance were asked what 
steps had been taken that led to the closing of the ward. It appeared 
that a survey or a report was made to see whether or not arrange- 
ments could be made, and the manager’s own decision was that the 
closing of the ward was the best ¢ hoice. 

Yet, there was no indication of any saving, nor, in any reduction 
resulting from the closing, no reduction in the personnel, nor, actu: ally, 
any reduction in beds. He stated that he had closed the sixth floor as 
an economy measure brought about by the new budget. Of course, 
the reaction in the community was almost immediate, and with re. 
spect to that, the manager said : 
he had received positive instructions from Washington to withhold all informa 
tion from the public, veterans organizations, et cetera. 

And I think it should be said here perhaps, not particularly with 
reference to this committee, but to other committees, that frequently 
when any complaint appears in the paper, everything that happens 
is immediately blamed on the Congress; even though we know noth- 
ing of it and have nothing to do w ith it. 

I want to leave out personalities, although I have a full report 
on it. The attention of the manager was called to the fact that 
actually these newspaper stories, which were ; severe, had been cleared 
with him, and he had to admit it; but, to quote the report : 

Dr. Bell said that the reason he had not advised the newspapers of the fact was 
that he had been instructed by his superiors not to talk to the newspapers 
about it. 

There was one report in Fresno about the limitation of commissary 
funds, yet the chief of finance said that that was a rumor; that it was 
completely without foundation. In fact his statement was: 

Somebody is pulling your leg. Nothing like that ever occurred in this hospital 

The loss of staff has been broken down by the investigative com- 
mittee, and it has been found to have nothing to do with the amount 
of money allotted to the hospital from W ashington, which I think was 
odenpineniy in the clear—the Washington office—in the general situa- 
tion. I donot want to belabor this, and I have tried, as I have framed 
these questions, to keep personalities out. I know the hospital, and | 
think there was no reason in the world why he could not have operated 


on the amount of money that was alloc ated to him by the Washington 
ofhice. 
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The point I am trying to bring out is that in between the appropria- 
tion of money by the Congress and the allotment the Veterans’ Ad- 
ministration makes to the local hospitals, that there is a broken link 
somewhere. For instance, you can take a hosiptal like the one at 
Long Beach, with the amount of money that was allotted to that hos- 
pital. and the manager there seems to be getting along all right. Ile 
is an exceptionally competent person in running the hospital and in 
providing service to veterans. ay 

But somewhere in the chain of authority and responsibility from 
the Congress to the Veterans’ Administration, and to the hospitals, 
there is a broken link; and I just venture the suggestion that maybe 
your goal for the next year could be along the line of this suggestion 
to hospital managers. 

Dr. Wotrorp. I would like to point out that this is the first year we 
have used the annual dollar allocation. Until this year each station 
received a quarterly allotment and, if the manager was not satisfied 
with the amount, he would request an increase from central office. We 
would try to meet their demands. That was more or less the situation 
under the previous method. 

Under annual dollar allocation method, each manager has a stated 
annual sum with which to plan, and is told he must operate on that 
basis. Annual dollar allocations are adjusted when justified. They 
have not had a lot of experience in this procedure, and we expect this 
year it will be much better. 

Mr. Putiuirs. Here was an example of a manager who would not 
cooperate, because some 90 days later a ward was closed. 

Dr. Wotrorp. Yes, sir, a ward was closed to save personnel. 

Mr. Puttures. But no personnel was saved. I think something 
should be done to see that that situation is called to the attention of 
the doctor. That is what we call cooperation down here. 

Dr. Wotrorp, Yes, sir. 

Mr. Puiuures. This represents one of the most important items, 
because when you come to consider $500 million to $600 million a 
year—I guess it is something over $600 million next year; is it not? 

Dr. Worrorp. $619 million, sir. 

Mr. Putiures. It is a very heavy item when you consider the cost 
of any hospital affects the total amount of money that is appropriated. 

Now, the second thing I have is this, and may I say, Dr. Wolford, 
the general attitude among managers toward this has been favorable, 
has it not? 

Dr. Woirorp. Yes, sir. 

Mr. Puiuures. They recognize they now have a responsibility which 
they did not have before, and most of them have shown a willingness 
to accept it, and to work under it. 

Dr. Woirorp. Yes, sir. 

Mr. Puittips. There is always a few in any group who would rather 
have it the easy way. The only other complaint, generally speaking, 
that I had was that we have a functional line from Washington into 
the hospitals. I have in mind one hospital manager who said he 
thought that he could operate his hospital somewhat more cheaply 
if he could combine some of the functional operations of the employees, 
but that he was not permitted to do so, because the employees came 
down on the functional line, and he could not combine the operations 
of the men in that hospital. Have you had any complaints on that? 
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Dr. Wotrorp. No, sir. But what you are saying may refer to ciyi] 
service classifications primarily. 

Mr. Pures. It may; I do not think so. 

Dr. Wotrorp. But 1 think all of these employees understand that 
there is a job which they have to do, and I think the records show that 
the staff is willing, and we do ask that they maintain the hospita! 
program: and it cannot be maintained as a program on an individual 
basis. 

Mr. Puitirs. And you can take an employee, A, B, or C, and pu 
him to handling other work ? 

Dr. Wotrorp. Yes, sir. 

Mr. Putiures. I think if that method is made to work, and if it is 
made quite clear, that it will help clear up the situation I have bee 
talking about. I think it would not be long before the whole matte: 
would be cleared up. 

RESEARCH PROGRAM 


Now, I want to talk to Dr. Middleton before he gets away, particu 
larly about research matters because we had an inquiry from the 
rehabilitation office of the American legion in California, and you 
should know of it. They are asking—or were complaining about why 
there would be a cut in research medicine. 

It seems that there is an addition of $441,000 bringing the total up 
to some $5 million, not a small amount of money as an increase, yea 
by year, by about that much for research. 

Dr. Mippteron. I think it is a fair allotment for the progran 
planned in 1956. 

Mr. Puiturrs. I was wondering yesterday whether or not somewher 
it had been indicated that mee research is charged against the cost of 
the per patient, per day. I understand that has been carried as i 
separate operation. | have been in hospitals where the routine teel 
nical work was going on at the same time, apparently, when the 
research work was being done. I do not know just how you can carr) 
it so as to analyze eac ‘he one; that is, the regular routine work in the 
hospital, so much charged against the patient, while your resear 
work is not chargeable against the cost of maintaining the patient. 

Dr. Mippteron. Up to a certain point, accounting for research is 
separate; but after that, everything becomes routine. Certain proce 
dures at the outset may have been entirely new, thereafter they may 
become routine in the treatment of that same person. 

Mr. Puiiurps. Then the money which is referred to here is charge 
able against the patient, so that we have comparable figures here a: 
to the cost of patients, per day ? 

Dr. Woirorp. Yes, sir; the per diem figures show the actual cost 
of patient care excluding the costs of research. 

Mr. Scnorn. There is no exact line of demarcation between patien! 
care and research. However, definite instructions have been issued 
to exclude from the research program activities which are proper!) 
chargeable to patient care. 

Mr. Puuuirs. At the moment, I was concerne «d to know whetliet 
or not they have been charged against the operation of the hospital 
in such a way as we have comparable figures. I did not think that 
had been the case but in another year, it “would be. But I may have 
misunderstood. 
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Dr. Wotrorp. Mr. Phillips, as far as the cost of running the hos- 
pital is coneerned, on the basis of patient appropriation, that is true, 
provided there is some recognition taken that a certain amount is 
needed for these research activities. 

Mr. Putiures. I feel more or less, without questioning your deci- 
sion, | feel that about the only way to get a comparable report—and 
| think that would be true of the average hospital—would be to com- 
pare patient cost in private hospitals that do research. They would 
not say that it costs them so much to take care of the patients in this 
hospital, and over here is a research program going on as a separate 
program, because they have to get that money from the same sources. 
They do not have a Government Treasury from which they can get it. 

Dr. Mipptrron. I merely point out that I have been with the uni- 
versity where we have to face the situation of a separation of these 
two functions. 

HOSPITAL CONSTRUCTION 


Mr. Putuiies. Now I want to talk about hospital construction for 
1 moment. Generally speaking, Mr. Administrator, the Veterans’ 
Administration has established a policy, and, of course, you are not 
asking for money for G. M. and S. hospitals, and when your NP 
needs are met, and your TB’s, the hospital program is completed, SO 
far as any hospital is cone erned—I think more consideration should 
be given to the fact that there are in existence hospitals in these areas, 
even where we are talking about new hospitals, with a great many 
vacant beds, 

EXCERPTS FROM HOOVER COMMISSION REPORT 


Unless this was put in yesterday, I would like to put in some state- 
ments from the Hoover task force report, and I would like to refer 
briefly to the table marked “Table I—<Active medical personnel in 
i954,” which was a survey of the physicians, dentists, and graduate 
nurses in the Federal service, showing that the Federal Government 
employs about 10 percent of all active physicians, 9 percent of the 
active dentists, and 6 percent of the active graduate nurses. 

This has been for some years a very serious problem, because it does 
no good to build a hospital if it is impossible to get doctors, dentists, 
or nurses, and in some cases, impossible to get patients. 

(The table referred to follows :) 


TABLE I.—Active Medical Personnel in 1954 


Graduate 


Physicians Dentists 
‘ nurses 


In Federal service 19, 500 7, 400 25, 000 
In State and loeal government I ig he fo 2 ee 13, 500 300 69, 700 
otal in the United Gtnees... << .....<<cccaccccnane Bea teee 194, 000 85, 500 389, 600 





Thus the Federal Government employs about 10 percent of all active physicians, 
4 percent of the active dentists, and 6 percent of the active graduate nurses. 





Mr. Puinturrs. 1 would also like to put in the record table No. [] 
on page 3 of this report, showing the number of beds constructed and 
the types of hospitals divided between Federal, State, and local, and 
nonprofiit association hospitals, and showing that in 192 53, there were 
19,900,000 admissions to all hospitals in the country, and the admis. 
sions to all Federal hospitals were 1,461,000 persons. 

(The table referred to follows:) 


THE HOospPIraL CAPACITY 


There were in 1953, the latest year for which full data are available, a 


total 
of about 7,000 hospitals in the United States. 


TaBuLeE IIl.—Type of hospital and number of constructed beds 


Number of beds 


Type of hospital In nonprofit 
In Federal | In State and | association In all hos 
hospitals local hospitals} and proprie- pitals 


tary hospitals 


General and special except mental and tuber- | 

culosis - -- | 126, 034 179, 406 29, 775 
Mental 64,175 664, 953 20, 265 
Tuberculosis 10, 326 | 68, 110 9, 970 


Total.... : a ; 200, 535 912, 469 460, 010 


There were in 1953 about 19,900,000 admissions to all hospitals in the country 
The admissions to all Federal hospitals were 1,461,000 persons. 


FEDERAL EXPENDITURES FOR HEALTH AND DISABILITY ALLOWANCES 


Mr. P are I would like also to put in table No. IIT appearing 
on page 4, relating to Federal expenditures for health and disability 
allowances, by purpose, for the various agencies of the Government, 
over a per iod of 4 years. This is from the report of the Hoover Task 
Force Commission on the Organization of the Executive Branch of 
the Government. 
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(The table referred to follows :) 


FEDERAL EXPENDITURES AND LACK OF COORDINATION IN HEALTH SERVICES 


The Federal expenditures for medical care and health, including disability 
allowances were, in round numbers : 


Toble IIT. Federal expenditures for health and disability allowances, by purpose 


1952 1953 1954 1955 ! 


Federal hospital construction ?- > $7 I, | 000, 000 $74, 000, 000 | $116, 000, 000 $199, 000. 000 
Federal grants: 

Hill-Burton Act 3._..-...-- ; ..----| 89,000, 000 68, 000, 000 84, 000, 000 

Preventive health 3__. ; 48, 000. 000 16, 000, 000 35, 000, 000 

Medical care 4, 4.. . 22. 000. 000 29, 000, 000 32, 000, 000 

Research 5___- 30. 000, 000 33, 000, 000 42, 000, 000 

All others ®__. “4 | 23. 000, 000 16, 000, 000 24. 000, 000 


Potal grants_. 212, 000, 000 192, 000, 000 217, 090, 000 
Operational services , 920, 000, 000 |1, 823, 000, 000 1, 784, 000, 000 
Disability allowances 7_____- , 742, 000, 900 |1, 955, 000, 000 2. 030, 000, 000 


TOCAL.~<. 3. 945, 000. 000 | 4, 044, 000, 000 4, 149, 000, 000 


| Estimated. 

1 Direct construction expenditures for continental United States and overseas 

2Grants administered by the Department of Health, Education, and Welfare. 

‘This comprises grants for medical care of crippled children, grants for vocational rehabilitation, and 
grants for payments to hospitals and physicians for medical care for public-assistance recipients. 

5 Primarily Health, Education, and Welfare expenditures, $32.1 million in 1954. Also ineludes expenditures 
of the Department of Defense, $1.6 million, Atomic Energy Commission, $7.0 million, and Veterans’ Admin- 
istration, $0.9 million in 1954. 

6 Includes teaching and training grants by Department of Health, Edueation, and Welfare, Department 
of Defense and Atomic Energy Commission, stockpiling and education grants by Federal Civi] Defense 
Administration, and minor construttion grants by Health, Education, and Welfare, and General Services 
Administration. 

‘Includes compensation for service-connected disabilities and pension payments to veterans for total 
disability which is not service connected (see p. 48), but not to veterans’ survivors who received an addi- 
tional $612 million in 1954, and an estimated $678 million in 1955; it also includes disability allowances to 
retired military personne] and Federal employees. 


HOSPITALS IN SAN FRANCISCO AREA 


Mr. Puiutes. I am now nem, by step, to table V, and again, I 
am taking an area in California, San France ISCO, as an indication of 
what I am talking about, and I would like to put in the record table 5. 

(The table referred to follows: ) 


Table V.—The San Francisco area, March 1954 


beds as 


FiO. 
} Occupied 
| 
| percent of 


; Number Con- Occupied 
Service and type hospital | Of installa- | structed beds 
tions | beds! 


Unused 


eC 
beds | constructed 


beds 


General: 
< p s 846 
Navy o 1, 623 
Air Force__. ; , 726 656 
Veterans’ Administration 2 | oa 1,001 
Public Health Service. 5 362 


4, 488 
Neuropsychiatric: Veterans’ Administra- 
_ tion 405 1, 336 
l'ubereulosis: Veterans’ Administration. M2 508 


lotal San Francisco. ...__..----- j , 065 6, 332 


‘In this and succeeding tables, the term ‘Constructed beds” as applied to military hospitals and infirm- 
aries, Means the number of beds computed on the basis of approximately 100 square feet of floor space per 
ded; the military term is ‘‘Normal bed capacity”’ 
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The terminology in use among the Federal agencies concerned with medic; 
services varies slightly. In the interest of clarity we have used uniform terms j; 
the headings of our statistical tables and in our text, resorting to footnotes 
where we depart from agency terminology. 

Mr. Puruures. This table indicates that in the San Francisco area, 
a number of years ago, there were 2 Army hospitals, 6 Navy hospitals, 

Air Force hospit: als, 2 Veterans’ Administration hospitals, and | 
P ublic Health Service hospital, for a total of 14. These hospitals have 
a total constructed bed capacity of 9,560, with occupied beds of only 
4,488, leaving unused, 5,072 beds, with an average of 47 percent oc- 
cupancy; that is, for the G. M. and 8S. With vacant beds, what is 
the consistency of building additional V a general hospitals, when 
we have hospitals with that many vacancies ? 

I think we have reached the point, Mr. Higley, where you shoul 
look into the question of acquiring some of these facilities for use by 
the Veterans’ Administration. 

I recall a proposal to rebuild the Oakland hospital and I think that 
most of the veterans in the immediate area would want to rebuild it 
in the same vicinity, and yet I think you would find among the people 
who are familiar with the situation out there, that it raises a very real 
question as to whether it should be built there. Where you have unused 
beds to the extent of 5,072 in that same area, what is the point of 
planning to build another 1,000-bed hospital for veterans ? 

Mr. Hietey. What do you consider constitutes the San Francisco 
area; a 30-mile circle? 

Mr. Puutuirs. I would judge—— 

Mr. Hieiey (interposing). Of course, we will not be permitted to 
build in Oakland anyway; this money is going to be used elsewhere. 

Mr. Puiuires. I take it this would take in San Fi rancisco, Oakland, 
down the bay, and north, which would be about 25 to 30 miles. But 
you say you will not be permitted to build there anyway ? 

Mr. Hierry. No, 

Mr. Puiturs. But there are hospitals with only 47 percent occu 
paney, and that includes the veterans’ hospital, which has 81 —— 
occupancy and the Army which has 48 percent occupancy; the Navy, 
48 percent occupancy; the Air Force, 38 percent ; and the Publi 
Health Service Hospital, 70 percent. 

The same thing was true in southern California, where there was 
a hospital which we tried to get you to take sometime ago. The Navy 
wanted to give it up. I think it would have been a marvelous place 
for the convalescent tvpe of patient you could have put there. The 
Navy has taken it back now, with possibly a 50 percent occupancy at 
the moment: One of your predecessors said it was too far out. You 
would have to drive 50 miles out of the center of Los Angeles: 50 miles 
in California is not a very long drive. 

Yesterday my friend, Mr. Yates, was talking about another hos 
pital. 

Mr. Yates. At Downey. 

Mr. Puiturs. This may not be a good illustration, but in talking 
about the cost of rebuilding Downey, “and I think the : lajority of th 
members of this committee would be favorable to that—I think there 
is to be included in it a geriatrics ward. It is not more than 200 miles 
from Iron Mountain, is it ? 

Mr. Yares. Yes; 400, 

Mr. Puiurrs. Well, that is pretty far. 
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HOSPITALS IN NEW YORK AREA 


In the New York area—and I would like to insert in the record the 
table No. VII on page 9, giving the New York area as of sys 1954, 
showing the number of hospitals as 8: the Army, 2; Navy, Air 
Force, 1; Veterans’ Administration, 3: and Public Health Service, 1, 
\ tot: al a 8, as I say, with 65 percent occupancy, and at the time of 

e study, or since the time of the : study, the Veterans’ Administra- 
tion has opened a large new hospital in New York. The survey indi- 
cated that. the VA tuberculosis hospital in this area has 536 beds and 

bee difficulty in recruiting and retaining a staff. 

(The statement referred to follows :) 


Table VII.—The New York area, March 1954 


Occupied 
beds as 
percent of 
constructed 
beds 


Number Con- ; 
. , ; Oce , I ” 
Service and type hospital ofinstalla- | structed ceupied nused 
; , , beds beds 
tions beds 


Ar 

Na 

A iy ore ny 

Veterans’ Administration - -- 
Publ ie ‘Te alth Service. 


Neurosychiatrie: Veterans’ Administra- 
tion 

Tuberculosis: 
Veterans’ Administration _- 
Publie Health Service 


lotal, New York 


HOSPITALS IN NORFOLK AREA 


Mr. Puitiis. Next, I come to Norfolk, Va., ngs VIII, with a 
total of 11 one uls—Army, 2; Navy, 6; Air Force, 1; Veterans’ Ad- 
ministration, 1; and Public Health Service, 1, with a ois il occupancy 


) of 58 percent, broken down as follows: 


Army, 20; Navy, 70; Air Force, 20; Veterans’ Administration, 86; 


} and Publie Health. 64. And yet I have no doubt that if we are not 


careful we will be asked to build hospitals in that area where we 
have adequate bed capacity, and without a survey in connection with 
the available beds, it would become increasingly a problem to this 
committee, and to you. 

(The table referred to follows :) 


TABLE VIII.—The Norfolk area, March 1954 


Occupied 
beds as 
percent of 
constructed 
beds 


7.4 Number Con- 
Service and type hospital ofinstalla- | structed 
tions beds 


Occupied Unused 
beds beds 


General 
Army 
Air Force ___ 
Veterans’ Administration. ___-- 
Public Health Service 


Total, Norfolk............-- 
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Mr. Puiues. I have done most of the talking, Dr. Middleton, 
because I wanted to give you this background before you got away; 
and having listened to it, | wondered if you have ; anything to say; if 
we will be very glad to hear you, or had you rather reserve veh 
comments ¢ 

Dr. Mippieron. Yes, sir 


HOSPITAL CARE FOR THE AGED AND INFIRM 


Mr. Prinuirs. A third question which was not brought out yesterday 
and should have been, I think, in connection with the Downey Hos. 
pital, has to do in the general care of the aged and infirm, a matter of 
very much interest to this subcommittee. 

Dr. Mippieron. Yes, sir. 

Mr. Putters. You have been moving aged people from NP 
hospitals and moving them to hospitals not fully occupied. What 
have you done in the interval of 1 year ¢ 

Dr. Wo.irorp. That is one move among several. 

Mr. Puitiirs. They are not NP cases. In some cases, they nee 
limited medical treatment, or the necessary surgical treatment. 

Was that one reason, Commander Bigelow, you have for combining 
the domiciliary and the G. M. and S. ? 

Dr. Woirorp. Actually these patients are NP patients who were 
moved into G. M. and S. hospitals from NP hospitals. 

Mr. Puiuuirs. A good many of them are just aged and infirm people. 

Dr. Woirorp. We classify many of them as senile dementia. 

Mr. Puituies. Yes. 

Dr. Wotrorp. Qualified staff and proper facilities must be available 
to take care of that type of patient before they can be moved to 3 
G. M. and 8S. hospital. 

Mr. Puiturrs. Yes, but you are taking the beds in the NI 
where you need them for actual neuropsychiatric ¢ cases, and ‘filling 
them up with that type of case. 

Dr. Worrorp. No, sir; Mr. Phillips, we have been moving NP 
patients who have been in VA NP hospitals for years. A little over 
700 patients = this type have been moved to G. M and S. hospitals 
in the past yea 

Mr. Posaiee. Actually that many ? 

Dr. Wotrorp. Other patients will be moved when we can find va 
cancies under appropriate conditions for them. Since these are neuro: 
psychiatric cases. we have laid down certain criteria governing thei! 
transfer. In many instances the permission of the relative or the 
guardian must be obtained prior to transfer because the patient is no! 
legally competent. 

"There has been an improvement in the condition of many of thes 
patients after moving because we were able to apply more intensiv' 
rehabilitation programs. 

There were a number of patients about whom the psychiatrists wer 
concerned. In the beginning they had the feeling that the patient: 
would not be getting the appropriate psychiatric direction, but ex 
perience shows that where we have had a good psychiatric staff that 1 
has worked to the patients’ advantage. 

Mr. Pures. I am gratified to hear you say that, but I am some 
what surprised to hear you say that the number is so small. I think 
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you reported to us something like 700 last year. Are you ringing in 
some of them ¢ 

Dr. Wotrorp. Nosir. 

Mr. Puituipes. These are not some who have been transferred / 

Dr. Wourorp. Nosir. 

Mr. Potties, About which you told us last year / 

Dr. WoLtFrorp. Nosir; these are new. 

Mr. Pxiiuips. I am a little surprised that you feel you must have 
psychiatrists because I do not think, prior to ‘about 4 or 5 years ago, 
Doctor, it would have been considered necessar y to have psye hiatrists. 

Dr. Worrorp. This is an entirely different type of patient from the 
veneral medical-surgical hospital case. Many need some psychiatric 
treatment. <As I have said, some psychiatrists were concerned about 
moving them to general medical and surgical hospitals. 

Mr. Puitures. We face this situation: On the one hand, you are 
reporting to the subcommittee that you do not have enough psychi- 
atrists so that you could open a ward in a hospital like Murfreesboro, 
and then the next day you come up and tell us that vou are using 
psychiatrists for patie nts who are actually aged and infirm cases, and 
prior toa few years ago, we never heard of psychiatry being necessary 
for the care of that type of patient. 

Dr. Worrorp. One of the difficulties the Veterans’ Administration 
faces is that we cannot make a physician go where he does not want 
to go: and we are having trouble getting some of them to accent 
assignments at certain hospitals. 

Mr. Evins. I am sure you would not think that situation appl os 
with respect to Murfreesboro? Murfreesboro, Tenn., is one of 1 
carden spots of Dixieland. . 

Dr. Worrorp. There are some areas where psychiatrists are reluctant 
toaecept assignment. 


ABSORPTION OF CERTAIN COSTS IN MEDICAL PROGRAM 


Mr. Evins. Referring to one part of the testimony in which it was 
stated that the hospital program would have to absorb $7,600,000 


increase in cost of fringe benefits. Rations would also cost $800,000 


or a total of $8,400,000 without reducing the present medical care. 

On page 8-15, under the amount requested to provide expenses 
necessary for the maintenance and operation of veterans’ hospitals, 
you show the cost in the G. M. and S. hospital is decreased by 0.132 
from the fiseal vear 1955 to 1956. That is going to be the equivalent 
of about $2 million-plus. That must be added to the $8.4 million. 

And the report in connection with the hospital, for your neuro- 
psychiatric eare, indicates that they have been given some assurance 
of salary increases under the new civil service job classification, which 
requires upgrading. My guess is that this would cost about $1 million 
and if we take all of these absorptions, it will total about $11 million. 

Mr. Baker testified that these costs could be absorbed without de- 
creasing the care of patients. 

Now, I would like to have from each of you gentlemen an answer 
to whether vou think these costs can be absorbed without decreasing, 
in any way, the medical care and treatment: in other words, do you 
igree with Mr. Baker ? 

Mr. Baker. May I say that we said we would try to absorb them ? 
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Mr. Evins. Well, I want to have the opinions of these other gentle. 
men, too, Mr. Baker. 

Dr. Wotrorp. May I also state that we will try to absorb the re. 
ductions. 

Mr. Kesey. Mr. Evins, may | point out that the Administrato; 
in his general statement indicated that if we are to pay the $7,600,00) 
for fringe benefits, and maintain care for a patient load of 109,909, 
it will be nec cessary to effect substantial economies. 

Now, obviously, all that we can do is to make an effort to absor! 
them in the budget. We will do, as Mr. Baker intended to say, we 
will do the best we can to absorb these additional costs. 

Also, the Administrator mentioned in his statement, I believe, 
yesterday, that with respect to the reduction of the ration costs, that 
we will try to keep going. It is true that we have experienced sony 
reduction, there is some $800,000 involved in this one field alone. 

Mr. Evins. How much did the Budget Bureau cut down on VA 
daily rations ? 

Mr. Hieiry. I think it was 5 cents. 

Mr. Keusry. I think it was 7 cents on the NP cases. 

Mr. Evins. That would mean about a $5 million cut on food ¢ 

Dr. Wotrorp. It would run about that. 

Mr. Evins. And you feel that you can do that without reducing 
services ¢ 

Mr. Kesey. We hope. 

Mr. Yates. That is about $8 million out of rations? 

Dr. Wotrorp. About $8 million total costs to be absorbed. 

Mr. Evins. Seven or eight million out of food rations 4 

Mr. Yates. That is right. 

Mr. Evins. That is where you cut the inpatient care, and you are 
going to cut about $8 million for next year. Actually the Bureau of 
the Budget cut the rations the year before last. 

Mr. Biertow. I think there were 2 years. 

Mr. Hietry. But you must remember on the other side of the fence 
that we will be going down, I think. We are going to save money on 
some of these things. 

Mr. Evins. As I recall, the Bureau of the Budget cut 1 item, the 

rations alone, for 2 years, and this is the third successive year. 

Mr. Putiires. We have not always accepted the findings of the 
Bureau of the Budget. We have gotten figures from the ‘Veterans 
Administration on the basis of the number of beds and the amount ol 
money to operate the beds, and we have taken those figures without 
referring to the budget figures, and there is no accuracy in saying 
that the Budget Bureau cut them in the last 2 years. 

We increased $7 million almost beyond the budget request in fiscal 
1954. 

Mr. Bigelow—and I think we discussed this last year, when we 
shifted from the number of beds activated to the number of bed: 
occupied—that meant about 10 percent, I would say, on the average. 
Mr. Kelsey, would you say that was about right; it represents about! 
a 10 percent advantage ? 

Mr. Kersey. No. 

Mr. Puitures. How much, 5 percent ? 
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Mr. Eves. Just to keep the record clear, do I understand that it 
is your opinion that you could absorb these amounts without impair- 
ing your ability to meet the needs of the veterans? 

Dr. Wotrorp. To continue on what I was about to say: This year, 
in order to meet the fiscal year 1955 budget, we reduced the hospital 
personnel around 2,100. Yer 

We have noted in the last several months, signs of deterioration in 
ie nursing service. We are hoping to relieve this situation by adjust- 
ing the assigned duties and responsibilities of the nursing service, 
particular ly ‘of nurses. 

Mr. Evins. Then your answer would be, as I understand from your 
statement, that you would have to reduce the number of patients if 
you are to keep the same high quality and standards, or to lower the 
standards ¢ 

Dr. Wotrorp. No—— 

Mr. Evins. You can reduce the number of patients ? 

Mr. Higtry. May I comment on that, Mr. Chairman? We will 
make every effort we can to continue it, but if we cannot make the 
grade with these amounts, we may have to have less patients rather 
than reduce the standards, and the 109,900 is the anticipated load that 
we have given. 


REHABILITATION OF AGED AND INFIRM PATIENTS 


Mr. Yarres. What is the rate of rc Siege of these patients? 
Do they stay in hospitals year after year, or are you able, by some 
kind of a program, with proper psye bintete care, to return a certain 
number of them to the community ¢ 

Dr. Worrorp. Under this new program which I have just men- 
tioned, Tam certain that in the general hospitals, we have made some 
progress. I cannot give you the exact figures, but from a sampling 
of 400 patients—25 percent were finally discharged. 

We are gathering data now. It is a question that has been asked 
many times. So far, we have not been able to answer the question 
directly, but now we are actually getting the figures. 

Mr. Osrertaa. Doctor, right on that same point, what happens 
toa veteran who is hopelessly —e or, let us say, mentally in capac- 
itated, or one who needs, let us say, care, but for whom actual medi- 
cal treatment is not necessary ? 

Dr. Wonrorp. As long as he needs hospitalization he is retained 
in the hospital. 

Mr. Osrerrac. What circumstances constitute qualifications for 
hospitalization in a VA hospital ? 

Dr. Wotrorp. There are certain types of patients which do well 
in nursing homes. 

Our objective always is to get a patient out of the hospital as soon 
as possible if he will do as well in a nursing home or at home. It is 
to the patient’s advantage to be out of the hospital which is an ab- 
normal environment and is not conducive to complete rehabilitation. 
We encourage patients who no longer need hospital care to go into 
hursing homes. 

In conjunction with the Claims Service, we have developed a 
jrocedure whereby permanently disabled patients are assisted in mak- 
ing arrangements for attendant care outside the hospital. 
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There is a large number who need hospital care. In most of our 
hospitals about 25 percent are chronic cases requiring hospital care. 
We are now in the process of a survey. We sent a questionnaire to 
the hospitals last week. 

By March 8 we will have data indicating the number of specific 
types of chronic cases, whether they are capable of undertaking an 
self-care, whether they need nursing or attendant care, or whethe: 
they will require hospital care of an ‘intermediate type. 

Mr. Osrerrac. My question is whether or not the Veterans’ Ad. 
ministration is required to provide indefinite care for such patients! 

Dr. Wotrorp. No, sir. If they do not need hospitalization we do 
not have the responsibility for their care, but if they do these patients 
are retained in the hospital. We encourage relatives to provide care 
outside the hospital if they are in a financial position to do so and 
if the patients are nursing home cases. 

Mr. Osrerrac. What happens in a case where nursing home care 
is adequate, but the veteran or his immediate family have insufficient 
means to provide that nursing home care ¢ 

Dr. Worrorp. Then we would not discharge him. We make a 
social work study on all of those cases prior to discharge, Mr. Ostertag. 

Mr. Puinuirs. This matter of the care and the quality of the care 
which is given to veterans must always be taken into consideration. 


RATIO OF VA EMPLOYEES TO OPERATING BEDS 


If you will notice on page 5-51 there is an increase of 2,762 employ- 
ees for the hospite als over 1955, some of which is due to new hospitals, 
but unless I have calculated wrong they raise the ratio of VA « 
ployees to the number of beds from 1.23 in 1955 up to 1.24 in 1956. 
and in that area there is quite a possibility of a few cents here and 
there amounting to quite an economy if it 1s handled properly. 

1 think it could be said without hesitation that at no time in the 
years I have been on this particular budget has the VA ever desired 
the quality of care and food or bed service for the veterans who are 
actual lly hospit: alized to be other than the best. 

There is just one other item. I have noticed on my visits to th 
hospitals that more food is being bought locally under the new sVs- 
tem, which not only means in some cases a few pennies here and there 
off the cost of the food for the patients, but actually means freshei 
and better food. I think that might be an answer to Mr. Evins 
question, 

On page 5-16 you have 104 employees on agricultural activities 
Who will tell me what the vare! 

Dr. Wotrorp. Those are in the NP hospitals. 

Mr. Puituipes. What are they doing / 

Dr. Wotrorp. They engage in farming activities. 

Mr. Pures. EF mployees for doing farm work ¢ 

Dr. Woutrorp. That is right. 

Mr. Prutiirs. They are not those who are encouraging patients 
to work in gardens or anything like that 

Dr. Wotrorp. In occupational therapy ? 

Mr. Puicuips. Yes. 

Dr. Wotrorp. No. These are people who are actually engaged 1 
farming. We are eliminating this as we can. The farming activi: 
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ties are not important. for therapeutic purposes except im certain 
areas, 

Mr. Puiturrs. Do you want to comment on that ratio of 1.23 for 
1955 and 1.25 for 1956? 

Commander Bigetow. The ratio of employees to operating beds in 
GMS hospitals is 1.24. 

Mr. Puttures. What is it for 1956? 

Commander Bigetow. 1.24 for 1956, 1.23 for 1955, and 1.25 for 1954. 

Mr. Tuomas. Yes, but you have about 3,000 beds coming in in 
(956, and you have about 4,500 medical employees, so that is a ratio 
of 1.5. That is higher than 1.2. 

Mr. Prtiaps. Does that still keep it at 1.24 with the added num- 
ber ¢ 

Commander Bicetow. Yes, sir. In the NP hospitals the ratio is 
0.69 staff per 100 operating beds. 

In the TB hospitals it is 1.06, and in the GMS hospitals it is 1.24. 

Mr. Puitures. On page 8-58 you make a rather curious statement : 
This estimate incorporates unauthorized medical services within the indicated 
patient loads and fund requirements. 


Commander Breevow. That is badly stated, Mr. Phillips. That 
pertains to a service-connected beneficiary admitted to a civilian hos- 
pital and we are not aware of the admission until later on. 

Mr. Osrerrag. Do you mean it is eventually approved, although 
not authorized in the first instance ? 

Commander Brertow. That is correct; the patient is admitted 
an emergency. 


DOMICILIARY CARE 


Mr. Putiiips. In spite of your desire to increase the use of domi- 
ciliary care you do not ask for any additional money or employees 
for domiciliary care for 1956. Does that mean you are operating 
with more patients in fact for the same amount of money, or that 
you did not transfer over as many patients as you anticip: ated. That 
is on page 5—66. 

Commander Bigetow. They are going to operate on the same 
level, as far as VA employees are concerned. 

Mr. Puituirs. You did not get tired when you got to that point in 
the book and just put down some figure ? 

Commander Bigetow. No sir, we did not do that throughout this 
whole book. It represents a tremendous amount of work. 

Mr, Prures. However, I notice you put in a saving clause on 8-69 
saying in future years you will undoubtedly request additional funds 
for domiciliary facilities. 

Commander Bieetow. That also is badly stated. It is self-evident 
. at asthe veterans grow older we will need more and more domiciliar y 
facilities, but at the present time we have no authority for increasing 
them. 

Mr. P - Lips. We asked this question last year and I forgot to ask 
itof Mr. Beck this morning. 
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REIMBURSEMENT FOR HOSPITALIZATION FROM PRIVATE INSURANC!} 
COMPANIES 


You have a number of these insurance companies, and if a veteray 
tries to collect when he is in a veterans’ hospital, generally speaking, 
he has no results. Is it due to the fact that their contract is with the 
veteran, and they have no obligation to reimburse the veteran 0 
because they have in the policy a paragraph that says that it does not 
cover any costs when he goes into a veter rans’ hospital ? 

Can you give us a list of insurance companies that have added sue, 
a provision to their policies, or who now have them in their policies’ 

Dr. Wotrorp. Mr. Phillips, the Hoover Commission asked us for 
that information, and we could not give it to them without inquiring 
from each individual State. The insurance companies operating i) 
respective States are controlled by the individual States, and insurance 

regulations may apply to particular insurance companies differently 
in each State. It would be quite a task to get that information. 

Mr. Puitiirs. You mean that some company operating in tw 
States might have it in one State and might not have it in another! 

Dr. Worrorp. That is right, if it happens to be in the insurance 
regulations in one particular State and not in another. 

Mr. Putures. I am inclined to think that this is important enoug! 
to get. Whether you should give the data to the Hoover Commis. 
sion or whether we should get it and let us decide about it later. 

Dr. Worrorp. Yes, sir. 

Mr. Puiaures. But I do think that any insurance company thai 
writes into a policy a provision that they will not reimburse the 
Veterans’ Administration for the cost of any of their patients has 
either got to have a pretty good reason for doing it, and I can think 
of none, or has to convince the insur ing public they have reduced thie 
price of their policies materially by reason of doing it. 

Having seen no recent reductions in the prices of policies, I think 
it is something that could well be looked into. 

Mr. Tuomas. Did we not put a list of those companies in the record 
last. year? 

Mr. Putuirs. No. 

Dr. Wotrorp. We found that there were different stipulations by 
the various state insurance regulations, and we ran into considerable 
difficulty in trying to answer the question. 

Mr. Osrerrag. I had that very same point in mind that Mr. Phillips 
has brought up, on the subject of health i insurance, and I understand tli 

record shows that only $3 million has been collected out of a total of 
some $15 million of bills presented to veterans holding such insurance 

o, the point remains, if I understand correctly, that the Veterans 
Administration has no alternative in these matters because a number 
of the health-insurance policies prohibit payment to the Veteran: 
Administration for medical hospital care. 

Dr. Woxtrorp. They do not make it quite that specific. They 
dicate, “Some tax-supported institution.” That is usually the wa) 
they phrase it. 

Mr. Puiures. Let us say that the Veterans’ Administration dis 
couraged rather easily on the subject up toa couple of years ago. 

Dr. Wotrorp. We are not discouraged any longer, Mr. Phillips. 

Mr. Tuomas. Do all of those companies fail and refuse to pay 
veteran in such a case ¢ 
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Dr. Wotrorp. If the policy is payable to the veteran, again we can- 
not collect, as Mr. Phillips brought out. There are two ways which 
bar collection. One is direct payment to the veteran, and the other is 
that they will not pay any tax-supported institution. 

Mr. OsrertaG. May I say that the Hoover Commission report does 
not, in my judgment, make clear the cause of the problem. At least, 
the summary and the recommendations on the problem do not indicate 
that nonpayment is the result of these restrictive provisions in the 
insurance policies. Of the $5,300,000 that has been collected, does that 
igure cover the period of a year? 

Dr. Worrorp. I have a memorandum here. I imagine that this is 
the basis of the Hoover Commission report, because the figures are 
comparable, and it shows the 
fotal amount collected for fiscal year 1954 was $3,275,660. Of this amount, 
83,208,099 was collected by VA hospitals. The difference between these two 
totals, or $76,561, was collected by regional offices and clinics. 

Total collections for fiscal year 1954 represent 20.9 percent of the total amount 
for which all insurers were billed. This represents an increase over fiscal year 
1953, which amounted to 19.2 percent of the total billed. The total amount of 
all bills prepared and submitted to insurers equalled $15,682.982. 

[ imagine that is the figure to which you refer. 


During fiscal year 1954, 413,619 patients were discharged from VA hospitals. 
Of this number, 62,160 or 15.0 percent were covered by some form of prepayment 
hospitalization insurance. This represents a 4.2 percent drop from fiscal year 
153 in the number of patients covered by some form of insurance. 

A total of 6,787 charges for services rendered were forwarded to appropriate 
chief attorneys for necessary action. This compares with 7,200 forwarded to 
chief attorneys for fiscal year 1953. 

In other words, they were put into litigation. 

Mr. Osrerrag. I am sure that this is a problem which warrants 
rious consideration, and I must agree with Mr. Phillips’ reaction 
that a study or a survey should be made and proper steps taken, either 
in Congress or in the Veterans’ Administration, or through some other 
source. It would seem to me that this will be a continuing problem, 
ind one of increasing magnitude. What is your opinion Dr. 
Wolford ? 

Dr. Worrorp. It has not increased greatly. 

Mr. Osrerrac. I mean the whole question of health insurance is 
growing, the concern for it, and the plans for dealing with it, and 
the Federal Government is providing funds to support these pro- 
grams. It would seem to me, Mr. Phillips, that the health insur- 
ince program now pending before the Congress might well provide 
conditions under which Federal assistance is made available to over- 
ceme this conflict or limitation which appears to be discriminatory. 

Mr. Putiuies. I agree with you. 

Mr. Osrerrac. Now is the time when this problem should be met 
ind the issue settled. 

Dr. Worrorp. I can give you some figures going back to 1954 as to 
our actual collections, if it would be of interest to you. 


VA CIVIL DEFENSE PROGRAM 


Mr. Pritiaps. On page 3-31 you have an item for disaster relief. 
Ido not know what that is. Who will answer that, Mr. Kelsey? 
Mr. Ketsey. Mr. Longfellow. 
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Mr. Puturrs. What do you do with disaster relief ¢ 

Mr. Lonere.ttow. I think we gave that to Civilian Defense. 

Mr. Puiuures. | thought so, too. 

Mr. Lonereiiow. | do not think you will find any item of money 
here. Necessarily, in our organization, we must have employees with 
stated responsibilities in connection with our disaster relief program. 

Mr. Prius. Do you not pay them any money ¢ 

Mr. Lonerettow. To that extent, yes. 

Mr. Puittirs. What do you have to do with disaster relief? What 
do you mean by that / 

Mr. Loncrettow. Well, it is the organization of the Veterans’ Ad. 
ministration and all of its segments having to do with civilian defense, 
fire prevention, and the training of employees i in those matters by us, 
It is just part of the overall program headed up in Colonel Edg: 
office, the Assistant Administrator for C onstruction, and in the Wash 
ington area here, except in Mount Alto, my office has the responsibility 

Mr. Prius. I was concerned, as Mr. Ostertag was, with the other 
money we appropriated for local disasters in the Nation. 


MICROFILMING 


You testified yesterday about microfilming. Was that you, Mr. 
Longfellow, who testified on that? What are you doing microfiln- 
ing for, is it only for the checks? 

Mr. Hietey. For the incoming checks, just like a bank; it 1s in order 
to have a permanent record. 

Mr. Puituirs. You are not doing it for any of your other records 
which are transferred over to the Records Section? 


Mr. Hicry. No, sir, but we are doing it for detailed record. We put 
film into Central Records so valuable records can be reproduced. 


STORAGE OF X-RAY FILMS 


Mr. Putuirs. How long are you keeping your X-rays now ? 

Mr. Hicury. We are on a regular system of disposal that we have 
everybody agreed on, Mr. Phillips. 

Mr. Pumps. If you have them agreed we will stop right there. 

Where is the prosthetic man? W hy are you not working with this 
group at Forest Park ¢ 

Dr. Woxirorp. In audiology ? 

Mr. Puiturrs. Yes. 

Dr. Wotrorp. We send patients out there. We were asked previ- 
ously whether we have personnel there. We work very actively with 
them. 

FOOD GROWN ON FARMS OPERATED BY VA 


Mr. Puiuurrs. To what extent is food grown on the installations 
for use in the hospitals? Do you have anything on that? 

Dr. Wotrorp. Mr. Schoen has the figures on that. 

Mr. Scuoen. We can insert those in the record, Mr. Phillips. 

Mr. Pririrs Yes, put them in the record. 
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(The matter referred to is as follows :) 


yrown on farms operated at Veterans’ Administration Neuropsychiatric 
hospitals for use in the hospital 


Dollar value} 
Fruits and vegetables___ es , $75, 665 
Meat products-—---------- a . ‘ . al = ei - DDT, 462 
Dairy products...--..-.-- jade ‘ ‘ --.-. 156, 761 


TPotRlsc a a Loe _ 789, S88 


tased on market value at time of availability. 
STATUS OF HOSPITAL CONSTRUCTION PROGRAM 


Mr. Prous. How are you fixed in Cleveland now / 
Mr. Higtey. With regard to what, Mr. Phillips? 
Mr. Puttiaips. Construction of the new Cleveland hospital. We 

Fvave you permission to use $2 million to install water pipe. Did you 

Bo it! 

' Mr. Evear. No, sir; we are having great difficulty in working out a 

contract with the city of Cleveland and also with the county on the 

Sewage disposal. 'T here isa lot of friction up there, sir. 

Mr. (Mr. Prucures. What are you going to do about it, and when are you 
‘Im. 4 going to have that hospital finished / 

» Mr. Encar. About 1960, we hope, sir, for occupancy, 
rder i mY. Prituirs. When are you going to have the Topeka hospital 

B fini voge 
ords i  Epcar. It will go on the market of April, about 2 years. 

| Me Pius. When are you going to have the San Francisco 
put iospital finished ¢ 

Mr. Evgar. The San Francisco hospital is scheduled to go into the 

) Bureau of the Budget in about 90 days, and it will take a year after it 

BS comes out of the Bureau of the Budget to get working drawings. 

» Mr. Puttums. You mean the drawings are not even done on San 

B Francisco ? 
have fe Mr. Encar. Just rough sketches, 

» Mr. Puinures. I asked you when you were going to break ground 
re, find Lf understood you to say in about 90 days. You meant they were 
this [ee going to send it to the Bureau of the Budget in about 90 days? 

Mr. Kpcar. Y es, SI. . 

Mr. Hictry. Initially that is breaking the ground, Mr. Phillips. 

Mr. Puriiirs. Sometimes that is the hardest ground to break. 

Houston, I take it, is finished, and you have no other major hos- 
® pitals under construction at the present time. 

§ Mr. Osrerrac. In connection with the overall hospital program, for 

which vou have received authoriz: ition and appropriation, what will 
be the total capacity of the Veterans’ Administration in your general 
hospi ital program at the end of the line, under existing plans and 
thorized programs! — ° 
Mr. Tuomas. It is 187,500, it is not ? 
. Wotrorp. 127,500 as of June 30, 1950. 
: . Tuomas. You will have that during the fiseal year 1956; it is 
Ps about 137,500. ; 
Mr. Osrerrac, That will be in what year ? 


18616 


—55—pt. 2— 
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Dr. Wotrorp. That is 1956. 

Mr. Hiatey. In about 5 years, Mr. Ostertag. 

Mr. Puuiures. It is probably appropriate, without any intent op 
my part, that my last question should be on burial allowances. Hoy 
much are you spending for burial allowances 

With the amount you ask for, which I i in the budget, why 
should the veterans’ organizations have it down on their lists to ask 
for money, especially the rehabilitation officers who are in town now, t 
return veter rans’ bodies to their homes? If you have as much money 
as that in your budget why should there be any problem on that i 
all? Have you talked to the rehabilitation men? 

Mr. Hicrry. No. 

Mr. Stone. We have had no word from them at all that they wer 
even asking us. 

Mr. Putures. Item No. 8 of the rehabilitation officers memorandum 
states : 

Need for grants and legislation to provide for payment by the Federal Govern. 
ment for the cost of the transportation to any place within the continental limits 
of the United States for the bodies of veterans who die in veterans’ homes. 

That means in Federal homes, does it not ? 

Mr. Hietry. Does that say veterans’ homes ? 

Mr. Puiires. It means State homes? 

Mr. Hiaury. Yes. 

Mr. Puiiurpes. You do not pay for that now ? 

Mr. Hictey. No, sir. 

Mr. Puiures. That is the answer to my question. 

Has anybody ever made an estimate of what the amount of mone} 
involved would be? 

Dr. Wotrorp. No, sir. 

Mr. Priuurres. Mr. Chairman, I think the Veterans’ Administration 
has made a very interesting and competent report. 

[am particularly pleased myself, after last year, with the improve- 
ments in the general policy and management of the hospitals under 
Mr. Higley and Dr. Wolford, and I think we can te forward to 
increased economies and improvements in another yea 

Mr. Hietey. I would like to make a statement in elias with 
one of the questions talked about earlier which has to do with the 
home builders’ show. That exhibit was owned by the VA. It was 
under Mr. Beatty. The funds were donated to VA. We paid $4 
for a carpenter and our representatives did not serve during VA 
working hours, but served as volunteers on Saturday, Sunday, and 
on Washington’s Bithday. 

Mr. Puiuures. I was there at 3 o’clock on Friday afternoon. That 
is not during working hours? 

Mr. Hietey. Who did you see there then ? 

Mr. Putiuirs. I saw three people. 

Mr. Hictey. That I do not know, but one point I really wanted to 
make was the Contact Service had nothing” to do with that, and the 
Information Service was not involved in any way, shape, or form. 

Mr. Puttuirs. It is trivial, but what good is the Veterans’ Admit: 
istration going to get out of putting an exhibit in a home builders 
show ? 

Mr. Hictry. I presume they thought they would have somebod) 
there to answer questions by veterans who came there, and who wanted 
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to know what they could do. I was surprised to learn from one of 
the builders that 90 percent of the homes that are built are bought by 
yeterans. 
Mr. Putiures. You think that veterans do not know anything about 
that now ¢ 
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why Mr. Hictey. When it comes to the specific individuals there comes 
) ask J . time when they would like to ask questions. 
W, to Mr. Putiires. How do you think the representatives of the Amer- 
Oney HP ican Legion, the VFW and the AMVET contact men do in local 
ut at Mr. Hietey. I would not like to leave it to them entirely to give out 
> authentic, unbiased information to every veteran that came in. 
were OVERALL BUDGET REQUEST 
duy & Mr. Osrerrac. The overall picture of the budget for the Veterans’ 
’ Administration amounting to $4,452 million, is an increase of $256,- 
vern. (e294 ,000 over that of last year, and that, as I understand it, is princi- 
mits (E) Pally due to increases in compensation benefits, and readjustment bene- 
" tits, and inpatient care, is that right, Mr. Kelsey ? 
' Mr. Ketsey. Yes, that is right, sir, and insurance, $50 million. 
© Mr. Ostertac. Do you contemplate that there will be a supplemen- 
' tary request over and above this for the next fiscal year? 
' Mr. Kersey. We do not contemplate it at this time, but you will 
> note that we have made our presentation with some reservations as 
> to what we may be able to accomplish, and not being able to accom- 
 plish these economies we might have to come back for a supplemental. 
ii Mr. Ostertac. In connection with your statement, it indicates that 
* & the average ration cost is 94.8 cents, and that varies between NP, TB, 
sand general medical hospitals. What does this average ration cost 
‘tion consist of? Is it limited to food, or does it include service? 
Mr. Keusry. It is just raw food. 
‘ove: Et. Wotrorp. Yes, sir; it is just raw food. 
ay e NP PATIENT PROBLEM 
mee : Mr. Osrerraa. I take it that there is a growing problem in the NP 
with |e. 2rea, this question of hospitals for the mental patients. That is one 
1 the fe big growing problem and a factor in connection with your hospital 
was fe quirements; is that correct ? 
gu Mr. Hietey. I would not use the word “growing,” Mr. Ostertag. 
V\ fp It is one we are not licking because the number on the waiting list 
and @ t2Ys approximately the same. It is around 15,000 or 16,000. 
| | Weare not making a dent in it. We seem to be kind of breaking 
| Dr. Wotrorp. We are holding our own. 
' Mr. Osrerrag. Is it a new problem? 
) Dr. Wotrorp. No, sir. 
odto eM. Hietey. No, sir, it has been building up right along. 
1 the | Mr. Osrerrac. For how many years? 
-) ) Mr. Miatey. I think it is recognized that there is something that 
min. .90U can do about it. I am talking about everybody, not just the vet- 
ders B °'22s. It is a national problem, and we have it in the same proportion 
) as they have among all the people in the country. 
body Mr. Osrertac. That is part of the problem that disturbs me, and I 
nted @ U" Wondering whether or not this question will give an answer to it— 


mAh BY. 
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is the increased need for mental hospital beds primarily due to service. 
connected disabilities, or is this a general condition which exists not 
only among veterans, but among people g generally ¢ 

Dr. Woxrorp. It exists among the popul: ition generally. 

Mr. Higiey. I think it is general. 

Dr. Wotrorp. Yes, that is right. 

Mr. Osrertac. Which automatically makes veteran requirements 
for NP care increase ? 

Mr. Hieiry. Just like it is among all other people in the same age 
groups. 

Mr. Osrerrac. Is that aggravated by our modern warfare and 
general service connection ¢ 

Mr. Hiciey. Not enough to affect these figures; is that correct, 
Doctor / 

Dr. Woirorp. That is right. In other words, in World War IT the 
ercentage of people who were returned to duty was higher than i 
World War I. 

Mr. Hietry. Yes, sir. 

Mr. Osrerrac. You mean after disability ? 

Dr. Wotrorp. No, while in combat. In World War I, they talked 
a great dleal about shellshock. In World War II, the Armed Forees 
and particularly their psychiatrists, were a little closer to the patient, 
and they returned a large percentage of them to duty. 

Mr. Osrerrac. How about the Korean war? 

Dr. Wotrorp. That is what I am talking about particularly. 


UNUSED AND UNAVAILABLE BEDS IN VA HOSPITALS 


Mr. Osrerrac. As of January 31 your patient load was 109,43: 
with an average for the vear of 106.000. You are now operating, x as 
{ understand it, with a 118351 average / 

Dr. Wotrorp. Those are approximate figures; yes, sir. 

Mr. Osrerrac. How many beds, generally speaking, are unused 
today in your general hospital picture? Do you have that figure! 

Mr. Ketsry. About 8,600 unoccupied operating beds at Februar 
21, 1955. 

Mr. Osrerrag. I mean those which are available but not used ¢ 
operating ? 

Dr. Wotrorp. That is not the figure. We have it here, Mr. Ostertag 

Mr. Osrerrac. If you do not have it handy will you insert it 
the record ? 

Dr. Wotrorp. Yes, sir. 

(The matter referred to is as follows :) 


Unavailable beds, all VA hospitals, Dec. 31, 1954 
i) |) ee 


Temporarily not in use because of (1) maintenance and repair 
(2) space converted to other uses 
seds in process of activation 
Beds which may be used for patient care but which are not st! iffed be- 
cause (1) key personnel are difficult to recruit or (2) they are not 
needed for current operating: Piams 2. cui ei ek 
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RATIO OF BEDS AS TO SERVICE CONNECTION 


Mr. OSTERTAG., C an you give me the percent ge, or a con nparison 
of figures, of the number of beds that are in use for non-service 
connected disabilities, as ¢ omp% ared with service-connected disabilities ¢ 

Commander Bicrtow. That is on page 8-138. 

Mr. Osrertac. Do you have it right there ? 

Commander Bigrtow. Yes, sir. 

Mr. Ostrerrac. Will you give it to me, and we will place it in the 
record 

Commander Bicetow. That is for the years 1954, 1955, and 1956. 

Mr. OstertaG. You estimate of the total of 118,351, 358,867 are 
service-connected, and 66,803 are non-service-connected. 

The average daily patient load is 105,607, and the ditference between 
that and 118.351 is the number of beds that are not operating but 
available, and the actual patient load is 105,000 and the difference is 
12,5912 

Commander BigeLtow. Yes, sir, about 90-percent oecupancy. 

Mr. Puiurs. That average a. “ily patient load figure, as brought 
out yesterday, would not correspond with the all-year figure because 
of the r: apid turnover in the non-service-connectec [ cases and the pro- 
ee ved or increased service given to the service-connected cases. What 

vas that percentage ¢ 

Commander Bigetow. About 13 percent. 

Mr. Putturps. Yes. 

Mr. Osverrac. In your statement, Mr. Higley, you pointed out un- 
der the Department of Insurance. reference to national service life 
insurance, that late in the fiscal year 1954 nearly 5,000 missing de- 
clared dead cases were reported by the De fense Department and due 
primarily to this situation a deficiency of $39,668,000 was necessitated 
as of June 30, 1954, which will be inc rehood during the current year, 
so that as of June 30, 1955, a transfer of $46 million from the appro- 
priation to the fund will be pending. 

What is the answer to this question of the missing declared dead 
and the payment of insurance? How long are persons missing before 
they can be actually recognized as dead ? 

Mr. Hierey. I think it is a little more than a vear in this case. I 
have forgotten how many months it was. We hhave had those ap- 
proxim: itely 5,000 who were kept on the rolls as missing. We could 
not start to pay claims until the services declare to us that they con- 
sider the men dead, and that automatically brings them in line for 
payment. 

Mr. Osrerrac. Is that a uniform time in all services? I note it 
has to do with the report of the Department of Defense, but do all 
the services report and take a uniform position as to what consti- 
tutes a person being declared dead ? 

Mr. Hicrry. Mr. Stone tells me that goes away back to 1942 when 
they finally decided that they would lump all of those together and 
declare them as dead instead of missing. 


PER PATIENT COSTS 
Mr. Ostrerrac. Last year, at the suggestion and eet of the 


then chairman, Mr. Phillips, I visited 2 hospitals, 1 a TB hospital 
in Batavia, N. Y., and the other a general Mibria’ hospital in 


Butfalo, N. Y, 
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I was armed with a few facts and figures, and I want to say to you 
that it was not only a very enlightening trip, and well worth while 
but I think it served a useful purpose all around. 

Nevertheless, I found, in comparing notes I found that there was 
a variation, or a difference between the figures on per patient cost, 
emanating from your office in Washington, as compared with their 
figures. 

I do not know that it is serious, except that somebody was wrong 
somewhere. 

They claimed that their per patient day cost was $17.46, and | 
think the figures that were faveliiell to me indicated that Batavia’s 
cost was $20.77. So there is a difference between $17.46 and $20.77, 

Mr. Hictry. They claimed it was higher than the figures from the 
central office ? 

Mr. Purures. About $3 lower. 

Mr. Hietry. His costs were actually $3 lower? 

Mr. Puiiiurs. That was in Batavia, and in Buffalo in January and 
February this year his costs were running $16.38. 

Dr. Wotrorp. It is a question of the time to which you refer. 

Mr. Osrertrac. That was along in September, $17.46. 

Mr. Puiures. $20.77 was for the year 1953, which was the year 
before that. 

What is the other hospital ? 

Mr. Ostertac. Buffalo. 

Mr. Puiairs. What is that, a G. M. and S. hospital? 

Dr. Wotrorp. Yes, sir. 

Mr. Ostrertac. There I found $15.98. 

Mr. Puiuirs. January and February they were running $15.88, 
and in 1953 the record shows $17.89. Is that right? 

Mr. Osrerrac. Well, the figures furnished to me makes the cost 
per patient day $17.89. 

Dr. Wotrorp. That is right. 

Mr. Osrerrac. Against an average of the group of $16.77. 

Dr. Wotrorp. That is right. 

Mr. Osrertac. You do keep the ratings of these hospitals, and where 
they stand in comparison to one another? 

Mr. Hiatey. Yes. 

Mr. Osrertac. Has that been furnished for the record ? 

Mr. Hietry. Yes. 

Mr. Puiturrs. We are putting these tables in the record, rather 
than putting all of the accompanying material in. 

Mr. Tuomas. They are going to revise that table that was in there 
last year, and bring it up to date. 

Mr. Puiures. I guess you better leave them as they are. 

Mr. Scnoen. Yes. Otherwise we would not have any comparison. 

Mr. Puimirs. That is right; leave them as they are. 

That change in Buffalo, by the way, was one of the greatest changes, 
I would say. 

DISABILITY PENSIONS 


Mr. Osrertac. I might make one further reference to the Hoover 
report, and that has to do with a statement in which they bring out 
the question of disability, actual disability and incapacity of a veterar, 
and I think they cite at least as one example the loss of a toe. 
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Mr. Tuomas. That is under compensation, and in that regard they 
are seeking $300,000 in the budget to make that study. 
Mr. Ostertaa. I have no desire to take issue with the Hoover Com- 
mission or their report, but is that a fair example? 
As I understand it, before the loss of a toe is compensable it has to 
be the loss not only of the toe, but, perhaps, of the joint as well. Am 
I correct in that, Doctor ? 
Mr. Howarp. The disability rating schedule, Mr. Congressman, is 
based on the average impairment in earning capacity, and takes the 
) average, not the individual. Before we had the 1945 schedule we had 
) the 1925 schedule which was based on the individual, and his prewar 
vocation or occupation. 
Mr. Osrertae. Yes. 
> Mr. Howarp. And that was wiped out by the Congress to give 
> compensation for the average impairment in earning capacity. 


3 Mr. Ostertaa. They call attention to the fact that $50 a month is 


' paid, regardless of his other income, for disability caused by the 
» amputation of a great toe, and it is based on 30-percent disability. 

Mr. Howarp. On service-connected cases, Mr. Congressman 

Mr. OstertaGc. That is what we are talking about. 

Mr. Howarp. In those cases the amount of a man’s outside income 
> does not come into the picture at all, and neither can we penalize him 
_ for overcoming that handicap. 
| Mr. Osrertrag. Did you not say just a moment ago that these com- 
| pensations are based on the determination of loss; that is, on a rating 
_ of disability in relation to his earning capacity? 
> Mr. Howarp. On the basis of average impairment. 


| Mr. Osrerraa. On the basis of average impairment? 


Pi 
sd 


Mr. Howarp. Yes, on the basis of average impairment in earning 
» capacity. 

_ For instance, the compensation for the loss of an arm below the 
elbow, I believe is 60 percent, and at the shoulder it is 90 percent. 

- Mr. Osrerrag. They go on to say that disability should be based on 
_ true medical criteria and be more realistically related to loss of earn- 
ing capacity. 

' You seem to feel that earning capacity has no association with it, 
"it isa matter of degree of disability to the average man. 

Mr. Howarp. Yes, sir. 

Mr. Puuuures. Is not the difficulty there one of having established 


this name, for example, a disability”? That indicates that 


/ the man is completely disabled, whereas, as a matter of fact, he may 


"be quite competent to carry on certain types of occupations ? 
_ Mr. Howarp. That is correct. 

Mr. Putuirs. Tn fact, he might earn a large salary ? 
> Mr. Howarp. That is true, Mr. Phillips. 
_ Mr. Putuurps. Therefore, this Congress has never taken the attitude 
) that a man should be penalized for having overcome a handicap, but 
s there have been questions raised in this committee in the last couple 
of years regarding aggravation of conditions during his service. Ifa 
sman had ulcers before he went into the service, and had them when 
she came out, and in the large city of Washington has been paying his 
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rent ever since by compensation from the Veterans’ Administra 
there has been a queen, raised in some quarters as to whether o1 
that was actually what Congress intended when we set up comp 
sations and pensions. 

Mr. Howarp. Yes, si 

Mr. Puiniirs. That is a very small percentage of the number 

has been a growing percentage. 

Mr. Howarp. That is true. 


UNOBLIGATED BALANCES 


Mr. Tuomas. For the last several years the committee has aske 
about the unobligated balances in your different programs. At ¢] 
point in the record will you insert, a table of your unobligated balan 
at the end of fiscal 1954, the most recent date available, and what 
anticipate at the end of ‘this fiscal year. Do that for each of vO 
appropriations, and for general operating expenses break it down int 
“hand parts, benefits and other. 

Thank you very much, gentlemen. It is always pleasant to do bus 
ness with you (Come back and see us again. 

(This informs ition requested is as follows :) 


Unobligated balances 


| 
tual | Actual 
Appropriation err Para aia 
DI ri » 30, 1954} Jan. 31, 1955 | 


eral Operating expenses 

Department of veterans benefits 3 $6, 127, $50, 293, 888 | 
Department of insurance | , 812, 37 12, 663, 043 | 
Other O0, 4: 7, 453, 084 


Subtotal, general operating expenses , 630, 335 70, 410, 015 


Medical administrative and miscellaneous operating expenses 395, 502 6, 344, 828 
Maintenance and operation of hospital 38 

Contract hospitalization 

Maintenance and operat omiciliary i 2; ) 

Inpatient care | 251, 14, 248 
Outpatient care . > 31, 963, 081 
Maintenance and operation of supply depots 205, 479 741, 704 
Compensation and nensions ; eS 903, 520, 774 
Readjustment benefits W114. 678 169, 918, 834 
Mil itary md on Lv ul insurance 249, 495 2, 226, 671 
National service life insurance 766, 715 | 9, 434, O18 


Servicemen’s indemnitie 3, 389, 878 17, 908, 611 


Grants to the Republic of Philippines; 
Construction of hospitals ° : 3, 203, 801 3, 174, 714 
Medical care. , 061, 411 > 487, 968 


Subtotal, grants to the Republic of Philippines . 205, 212 | 3, 662, 682 
Hospital and domiciliary facilities , 439, 678 115, 211, 784 
Major alterations, improvements and repairs 5, 116, 075 6, 382, 671 
Administrative facilities 58, 681 58, 181 
Automobiles and other conveyances for disabled veterans 5, 194, 909 3, 476, 565 
Veterans’ miscellaneous benefits 16, 875, 339 


Grand total, all appropriations___- : 279, 556, 717 (1, 593, 004, 667 


1 The estimated balances for ‘Administrative and medical care’’ appropriations are predicated u 
fact that funds for operations are allocated among approximately 240 field stations and central office, 
sm ill balances may exist at each station and represents mainly funds needed for operating flexibility 
balances are not available for obligation after June 30, 1955. 

2 Combined into 1 appropriation for “Inpatient care’’ for 1955 fiscal year. 

In addition there is pending a supplemental appropriation request of $240 million for Compensat 
Pensions; $155 million for Readjustment Benefits and $720,000 for ‘‘Grants to the Republic of th 
pines,” which will be needed to meet requirements during the remainder of the fiscal year. 

‘Combined with ‘‘ Readjustment benefits’ for 1955 fiscal year. 
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Mr. Tuomas. Let the committee please come to order. 

We have with us this morning the representatives of the Housing 
and Home Finanee Agency. It is nice to see our friends here from the 
Office of the Administrator—the Administrator, Mr. Cole; the General 


'Counsel, Mr. Oakley Hunter, who is also well and favorably known to 


this committee—he was a member of it for a couple of years. We are 
also glad to see Mr. Frantz, the Budget Officer; Mr. Follin, the Urban 
Renewal Commissioner, Mr. Steiner, the Deputy Urban Renewal 
Commissioner; Mr. Viner, the Executive Secretary; Mr. Hazeltine, 
the Commissioner for Community Facilities; Mr. Seward, the Deputy 
Community Facilities Commissioner; and Mr. McFarland, the Acting 
Assistant Administrator. 

Mr. Administrator, if you have a statement for us we would cer- 


} tainly be delighted to hear you. It is nice to see you, and to welcome 
B vou back home. 


GENERAL STATEMENT 


Mr. Cote. Thank you very much, Mr. Chairman. I am delighted, 


Sof course, to have this opportunity to appear before the committee. 


lam afraid that this statement would impose unreasonably on your 


| patience if 1 were to try to review at all comprehensively the status 
and budgetary plans of the Housing and Home Finance Agency and 
@all its various constituents and programs. Accordingly, I will not try 


to do more at this time than to set the stage in a very general way by 
mentioning some of the major considerations and identifying some of 
the more important elements of the overall budget picture. 

When the Agency appeared before your committee last year, the 


® President’s Advisory Committee had only recently submitted its report 


and recommendations, and the President had adopted them, in the 
main, as the basis of his housing message of January a year ago to the 
Congress. Since then, Congress has reviewed and evaluated those rec- 


| ommendations and developed them into legislation which many have 
Scalled the most comprehensive housing bill ever enacted. This new 
. law, the Housing Act of 1954, was approved by the President last 
> August and we are now fully engaged in the many-sided task of putting 
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its provisions into effect. Funds necessary for this purpose during th, 
current year were provided by the Congress in the Supplement! 
Appropriation Act, 1955; the budget before you for consideratioy 
looks toward a full year of these activities beginning next July 1 

As of this moment, the national housing economy has reached th» 
highest level of productive activity in its history. The Housing Ac 
of 1954 has made it possible to finance housing on terms which ap 
within the reach of a wider range of American families than eye 
before. Mortgage money is in adequate supply at present to mee 
this expanding effective demand, although its distribution and avail. 
ability in the market is not uniformly satisfactory. As a result, the 
standard of living of the American people, so far as housing is con. 
cerned, is rising more rapidly than it has done during any period iy 
the past. 

At the same time, another development of the most fundament! 
nature is occurring. The cities and urban metropolitan areas through- 
out the country are mobilizing their own plans and resources t 
channel this immense productive activity into lines of sound con- 
munity development. Too often in the past, periods of active 
construction have later proved to have been also periods of slum 
building—in part through unsound new development and in par 
through neglect of existing neighborhoods. We cannot, of course 
claim to have fully solved these problems during the present period 
of great activity, but there is at least far more awareness of them and 
conscious effort to cope with them than ever before, both in industr 
and among local government units. 

As we appear before you, the Agency is also operating at probably 
the highest level of productive activity in its experience. It is a 
interesting fact that, in spite of the variety and complexity of the 
new responsibilities assigned to it, gross employment in the Agency 
last December 31 reached the lowest figure since its component units 
were first brought together in the temporary wartime consolidation 
of 1942. Total employment on December 31, 1954, was a little more 
than 10,000—hardly more than half of the 19,639 figure which repre- 
sented the peak of Agency employment during the year 1944. 

As the new programs authorized in the Housing ‘Act of 1954 reach 
full development, Agency employment will, of course, have to go up 
somewhat from its present low level. The budget contemplates : 
total increase of about 2,000 over the 2 years—still leaving gros 
employment smaller by several thousand than the level attained in 
times past when the responsibilities of the Agency were fewer and 
relatively simpler. 

As a whole, the Agency spends some $85 million a year for the st 
and general operating expenses, including the operation of be 
owned housing projects. This rate of expense is expected to increas 
slightly in fiscal 1956 over the current year but the increase—from 
$83.6 million to about $88 million—is only about 5 percent. Of this 
$88 million, less than $15 million is requested to be appropriated from 
general funds of the Treasury—all the rest is financed from various 
forms of income and receipts. Such receipts greatly exceed current 
expenses, the balance going to build reserves for the various prograiis 
involving an element of business risk and for repayments to the 
Treasury of amounts expended in the past. 

The total appropriations requested for loan and grant assistance’ 
to local communities amount to $159.5 million—a figure that appear 
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small indeed in comparison to the immensity of the housing and 
community development activities in the country that are influenced, 
affected, and assisted by the Agency and its several programs. Of 
this amount, $60 million is for further capital grant payments in 
connection with slum clearance and urban renewal and $87 million 
is for payment of annual contributions in connection with the low- 
rent housing program. I should perhaps remind you in this connec- 
tion, although I am sure the committee so understands, that this 
ficure is based entirely upon requirements in connection with public- 
housing projects already in existence and is not affected in any way 
by whatever decision Congress may make with respect to the author- 
ization of additional units under that program in the future. 


BASIS FOR INCREASED ESTIMATES 


Turning now briefly to the administrative expense estimates and 
operating plans for 1956, you will note that the estimates reflect 
considerable increases in the various programs budgeted under the 
heading, “Office of the Administrator,” in terms of dollars, but very 
little increase in the way of additional employment next year. This 
simply reflects the effects of the expansion of staff authorized during 
the current year under the new legislation and supplemental appro- 
priations. The main elements contributing to this expansion are, 
very briefly, the following: 

1. The new and expanded urban renewal program: The Housing 
Act of 1954 broadened the scope of the former slum-clearance program 
and geared it to the concept of “urban renewal’’ as spelled out by 
the President’s Advisory Committee. ‘The very large workload which 
had already been generated under the terms of the old act will continue; 
to it will be added the local programs developed under the terms of the 
new act. In order to do a more effective job of cooperating with local 
governments and agencies, we have moved operations under this 
program, which were formerly centralized in Washington, into our 
six regional offices and part of the increased staff being added this year 
and included in next year’s budget is for the purpose of permitting us 
to maintain much closer working relationships with the local people 
than we have been able to do in the past. We believe this approach 
will make for a more effective program, better planned and better 


» executed, and that this is the key to economical administration of the 


grant program authorized under title I. 

2. The voluntary home mortgage credit program: This is an experi- 
mental joint effort of private enterprise and Government to find an effec- 
tive substitute for Government financial assistance in supplying funds in 
certain specialized areas of the home mortgage market, such as that 
now served by the GI direct loan program. Its only direct effect on 
the Budget is the relatively small amount required to permit the 
Government, in accordance with title VI of the 1954 act, to supply 
office space, supplies, and staff help to the national committee and the 
16 regional subcommittees. The indirect effect on the budget, we 
hope, may be to reduce Federal expenditures for mortgages and home 
loans by a great many million dollars, but it remains to be seen how 
successfully this objective can be realized in practice. 

5. The college housing program, which is continuing to meet suc- 
cessfully what seems to be an increasing and increasingly important 
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problem of colleges and universities. I am glad to say in this connec. 
tion that we have made excellent progress in ‘the last year in furthering 
private financial participation in this field—thus reducing the need for 
Government assistance. We will be glad to report to you on that 
7 in some detail at the appropriate point of the hearings. 

The consolidated compliance and investigation program: Acting 
panenel to authority and funds granted by this committee in our 
appropriation for the current year, “T have established in the Office of 
the Administrator a Compliance Division to handle necessary investi- 
gations of alleged irregularities and a program of inspections of internal 
controls and other protective measures on an agencywide basis. 
While this activity is very new, our workload is now such that I am 
somewhat concerned as to whether we have provided for an adequate 
staff in the 1956 budget. JI am not prepared yet to conclude that 
workload will continue throughout the coming year at the preseot 
level, but I plan to watch this very closely. 

The administrative budget of the Home Loan Bank Board involves 
modest increases reflecting the continuing growth of the savings and 
loan industry and the larger and more complex problems of regulation 
and supervision brought about by that growth. Of particular con- 
cern to this committee, I believe, is the effort being made by the Board 
to bring its program of examinations of member and insured institu- 
tions to a current position. We have endeavored to present you with 
an estimate adequate for that purpose and I want you to know that 
the Board has my full support, as I am sure it will have yours, in 
continuing to strive toware that objective. 

The administrative and nonadministrative expense estimates for 
the Federal Housing Administration show marked increases as a 
result of the tremendous activity brought about by the high rate of 
new home construction and the effectiveness of the new mortgage 
insurance terms included in the Housing Act of 1954. Thanks to the 
prompt action of this committee when the new Congress convened, 
the FHA is gradually working its way out of the crisis which occurred 
when the new housing act was passed and when the expanding volume 
of demand for FHA assistance virtually swamped its field offices in 
the fall and early winter. The estimates for 1956 would provide 
for a staff adequate to handle business at the verv high levels which 
every indicator suggests must be expected. The administrative 
expense estimate also has been increased to provide for the strength- 
ened supervision and control over FHA operations which last vear's 
investigation proved to be urgently required. 

The administrative budget for the Public Housing Administration 
changes very little. Some increased cost will necessarily be felt in 
connection with the management of the low-rent program because 0! 
the expanded workload resulting from the addition of another 39,000 
units to the active management program. This increase is in part 
offset, however, by the decrease in the cost of managing and disposing 
of war and emergency housing due to progress in the liquidation 0! 
those programs. 

[I am sure your committee will want to give special study to the 
budget presented this year by the Federal National Mortgage Associ 
tion. The Association was rechartered by the Housing Act of 1954 
and charged with three major kinds of activity. Because of th 
requirement of separate accountability for each of these 3 major 
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phases of its program, this amounts in the budget almost to 3 
subsidiary corporate entities within the 1 organization. Very briefly, 
the three major phases of the Association’s responsibilities are, first, 
the operation of a secondary market solely on a business-type basis, 
with private capital participation looking toward ultimate private 
ownership and control; second, the provision of financial support to 
mortgage financing of certain special types such as in disaster areas 
and in connection with the new mortgage insurance programs au- 
thorized by the Congress to facilitate private investment in urban 
renewal; and third, the orderly management and liquidation of the 
old portfolio held by the Association prior to the passage of the 1954 
acl. 

In conclusion, Mr. Chairman, there is one general thought I would 
like to leave with your committee. In my judgment, with the enact- 
ment of the Housing Act of 1954, a solid foundation has at last been 
laid for one of the biggest jobs ever undertaken in this country: The 
job of reversing the trend toward urban blight, restoring and pre- 
serving neighborhoods where blight has not progressed too far, elimi- 
nating slums and replacing them with sound neighborhoods, and 
taking the measures necessary to prevent recurrence of such deteriora- 
tion in the future. 

That is an enormous undertaking. Its accomplishment is essential 
to the realization of our national objective of decent housing for all 
American families. Its accomplishment is equally essential in my 
judgment to maintaining the solvency of our cities and preventing 
what otherwise might develop into a real crisis in local government 
in this country. 

It is not a job that can be done in 1 year or 2 or 5 years. How 


far and how fast we move depends on many things: First and foremost, 
on the initiative of local cities and the local governing bodies; second, 
perhaps, on the wisdom and continuity of Federal encouragement and 
assistance. To a very important degree, it depends upon the under- 
standing and support of the Congress as a whole, and especially of 
this vital committee, not only in fiscal year 1956 but in the vears to 
follow. 


SALARIES AND EXPENSES 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under see. 1311, Public Law 663 


1954 actual 1955 estimate 


Appropriation or estimate ; $3, 215, 550 
Transferred from ‘Advance planning of non-Federal public 

works, Office of the Administrator, Housing and Home 

Finance Agency,” Public Laws 267, 286, and 357- - 106, 000 


Adjusted appropriation or estimate 3, 321, 550 3, 968, 500 
Reimbursements from other accounts 1, 840, 877 2, 622, 500 


Total available for obligations 5, 162, 427 }, 591, 000 
Unobligated balance, estimated savings ~ 34, 002 


_ Obligations incurred 5, 128, 425 }, 591, 000 
Comparative transfer to liquidating programs. _- ‘j 144, 274 
Total obligations. - | 4,984, 151 », 591, 000 
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Obligations by activities 


i i . | 
Description 1954 actual 1955 estimate | 1956 estin 
| i | 


Agencywide program coordination and supervision: | 
. General agency supervision ; = guxemtbde $845, 621 $876, 000 $951. On 
Consolidated compliance activities _ _ - 46, 600 215, 000 O75 (ny 
c. . Agmnoywite coordination of urban renewal activities _|__- 90, 000 354. 


Subtotal. __- patient cate oe 892,221 | 1, 181, 000 | 

2. Slum clearance and urban renew al_ 4 : , 1, 705, 628 2, 387, 500 | 
3. Voluntary home mortgage credit __ = : 300, 000 

. Reserve of planned public works._- sa sian eine 100, 000 | 
5. Housing loans for educational institutions J : os 339, 484 | 375, 000 | 
§. Liquidating programs at 545, 677 | 340, 000 | 
. Public facility loans ee ied , — = és 75, 000 | 
. Project inspection and audit ----__- imine aa 316, 791 578, 000 
9. School construction - - - : ; ws 652, 035 , 000, 000 

. FHA special investigation RS ee ‘ 96, 388 250, 000 | 
. Housing research : 124, 741 
2. Special defense activities - - penbuseenben oa 237, 374 
3. President’s advisory committee. ___.._- ; 49, 434 |_- 

. Services performed for other agencies ------_--- ete E 24, 378 4, 500 | 


Total obligations - - - - 4, 984, 151 6, 591, 000 


Obligations by objects 


Object classification 1954 actual | 1955 estimate | 1956 estimaty 


Total number of permanent positions_............-- | 1, 216 
Average number of all employees- - --- a aoe } 856 
Number of employees at end of year SP 1, 010, 
Average salaries and grades: 
General schedule grades: 
Average salary.........-.--.--- $6, 458 | $6, 4 
Average grade Gs 9. 2 Gs-9, : 


Personal services: 
Permanent positions----- $4, 281, 5 


$5, 594, 466 | $6, 936, 21 
Regular pay in excess of 52-week base a 712 


25, 834 | 28, 
13, 


Sa 





Total personal services. -- Sanaa a 4, 303, 579 
02 Travel.__-- deta 255, 973 | ” 340, 500 | 435 
03 Transportz ition of things_______- chia 2, 896 | 32, 400 f 
04 Communication services _-_-- -- pa cenvewedsbeccucadcencea] 112, 371 140, 700 | 
05 Rents and utility services_...-.-_- tee bent 76, 104 127, 000 | 
O6. Printing and reproduction.............. 5.4.0. 2-5--2- sae 84, 477 59, 400 | 
07 Other contractual services Siw ae , 58, 693 | 74, 500 
Services performed by other agencies.__- cia E a eoll 42, 288 | 46, 500 
08 Supplies and materials __-- a chasms ets 34, 186 46, 600 
09 Equipment__- : veiumennet 8, 964 | 84, 500 
15 Taxes and assessme Wisi cise Senn 4, 620 6, 100 | 
| 


632, 800 | 6, 977, 3 


i 
a. 
| 
Payment above basic rates-_- ‘ 4, 340 im 2,500 
| 





Total obligations - - - penal ehnystaiiecs 4, 984, 151 | 6, 591, 000 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 





| 
1954 actual | 1955 estimate | 1956 estin 


Obligated balance brought forward _ _- eens 7 $646, 822 $358, 545 $409, 10 

Obligations incurred during the year cathe 5, 128, 425 6, 591, 000 8, 152, 9 
5, 775, 247 6, 949, 545 

Adjustment in obligations of prior years- _---- ; —89, 576 \ a 

Reimbursements —1, 840, 877 — 2, 622, 500 

Obligated balance carried to certified claims account —10, 27 , 

Obligated balance carried forward da ay ; —3:! 58, 545 —409, 100 


Total expenditures_-___.-_. sit th o 3, 47 75, 975 3, 917, 945 
Expenditures are distributed as follows: 


Out of current authorizations anne ; — 2, 941, 847 3, 617, 945 
Out of prior authorizations_ _. ; 534, 128 300, 000 
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1, 154 
1, 072 


1, 105 


$6, 472 


GSs-94 


936, 218 
28, 082 
13, 00 


977, 30 
435, 200 
6, 000 
190, 200 
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RESERVE OF PLANNED PuBLic WorkKsS 


Amounts available for obligation 


1954 actual | 1955 estimate 1956 estimate 


propriation or estimate _- -- $1, 500, 000 $8, 500, 000 
ligated balance carried forward --- —3, 385, 000 


Obligations incurred ; , 1, 500, 000 5, 115, 000 


Obligations by activities 


' Advance planning of non-Federal public works: 


2a NB aad EHS 
$2 


1955 a ; $1, 500, 000 
1956 in oe aceeReS 5, 115, 000 


Obligations by objects 


Object classification 1954 actual | 1955 estimate | 1956 estimate 


/ (7 Other contractual services - - --- $15, 000 


Investments and loans..---_-- 1, 485, 000 $5, 115, 000 


Obligations incurred ga iets as : ‘ 1, 500, 000 | 5, 115, 000 


| 


Analysis of expenditures 


1954 actual | 1955 estimate | 1956 estimate 


Obligated balance brought forward -_- -- : ; $1, 460, 000 
Obligations incurred during the year $1, 500, 000 5, 115, 000 


1, 500, 000 6, 575, 000 
Obligated balance carried forward _____- —1, 460, 000 —3, 330, 000 


Total expenditures _______-- ser 40, 000 3, 245, 000 
Expenditures are distributed as follows: 

Out of current authorizations _- 40, 000 1, 800, 000 

Out of prior authorizations___- 7 ; 1, 445, 000 


Mr. THomas. That is a very nice statement. Let us look at the 
Office of the Administrator. 

Mr. Coxe. All right, sir. 

Mr. Tuomas. Mr. Reporter, at this point will you insert in the 


record the table in the middle of page A-1? 


(The matter referred to is as follows:) 


SUMMARY OF THE BUDGET 


In summary, the estimates for the 3 years covered by the budget may be com- 
pared as follows: 


Actual, Estimate, Estimate, 
1954 1955 1956 


652 954 935 
515. 1 645 882. 7 
$3, 990, 947 $5, 008, 500 $6, 750, 000 


| Mr. Tuomas. This table shows that for 1956 you want 882.7 man- 
>) Years of employment against 645 for the fiscal year 1955, at a cost of 


55,008,500 for 1955, against $6,750,000 for 1956, an approximate 
increase of $1,750,000. 
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SOURCES OF FUNDS FOR STAFF EXPENSES 


Follow that, please, with the full table appearing on page A-7 
That is a very good table. 
(The matter referred to is as follows:) 


OFFICE OF THE ADMINISTRATOR 


Sources of funds for staff expenses 


Estimate 


Sources of funds Actual 1954 1955 
955 


Appropriations 
Salaries and expenses 
Annual act $3, 215, 550 $2 868, 500 
Supplemental appropriations act, 1955 , 100, 000 
Advance planning of non-Federal public works, 
transfer 1106, 000 
Revolving fund (liquidating programs), transie1 


Subtotal, salaries and expenses 3, 321, 550 
Defense planning activities 
Authorizations 
Defense community facilities 112, 500 
Housing loan programs 525, 625 
Housing loans for edueational institutions 375, 000 
Revolving fund (liquidating programs 340, 000 
Public tacility loans 75, 000 
Other available funds, war publie works 60, 000 


Total, sources of funds 4, 019, 675 5, 008, 5 
Unobligated balance; estimated savings — 28, 728 


Total obligations_ -_ _- 3, 990, 947 5, 008, 5 
1 Includes transfers of $50,000 for President’s Advisory Committee (Publie Law 207); $50,000 { 


investigation (Publie Law 357); and $6,000 for penalty mail (Public Law 286). 
2 Transfer for FHA special investigation pursuant to Public Law 357 and Publie Law 663. 


Mr. Tuomas. That table shows that for the fiscal year 1955 yo 
were given an initial appropriation for the Office of the Administrat 
of $2,868,500, which was followed by a supplemental of $1,100,000 
It breaks down the activities of the Office of the Administrator int 
its components showing the authorizations for defense communit’ 
facilities, housing loan programs, housing loans for educational institv- 
tions, revolving fund (liquidating programs), and public-facility loans 


NEW ACTIVITIES IN FISCAL YEAR 1956 


Briefly, Mr. Administrator, what activities do you have in tI 
fiscal year 1956 that you did not have in 1954? 

Mr. Corie. Well, the voluntary home-mortgage credit prograi 
which was mentioned in my opening statement, and the expand 
and new compliance and investigative unit—— 

Mr. THomas. That is the administrative setup? 

Mr. Coxe. Yes, that is not a program. 

The urban renewal program, I think, should be mentioned in this 
category. Also the third advance planning program, and the urba 
planning program. 

I expect, in order to make my answer more accurate, Mr. Chairmai 
I should say that the new programs would be only the third advan 
planning program, the urban renewal program, the urban planning 
assistance program, the voluntary home mortgage credit program, ali 
public facilities loans. 
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\fr. Tuomas. There are five of them? 

\r. Cote. Yes, sir. 

\fr. Tuomas. I think that covers it. One of the five is an addition 
to the old slum clearance program? 

\ir. Cote. Yes, that is true. 

Mr. Toomas. And the third advance planning program is just what 
it indicates, the third attempt? 

\lr. Coie. Yes. 

HOUSING OUTLOOK FOR 1955 


Mr. Tuomas. Generally, what do you think the housing picture 


Slooks like for 1955, as compared to 1954, and what is the future in 


construction, financing, and saturation of the market, if there is such 
a thing—if it has not already been reached | might say? 
Mr. Cote. Now, Mr. Chairman, as you are aware, 1954 was the 


F second highest year in construction  vaduaaiiiin and starts of housing. 


The figures now available for 1955 indicate that it will be at least 
as high with a very definite possibility that it will be somewhat higher. 

It is quite possible that in 1955 construction will reach 1,300,000 
units, and some indications are that it might go higher than that. 

We think that the market can support this high level of activity. 
We are examining it very conetility —not because we are alarmed, but 


S because we are concerned with the matters which the chairman 


mentioned. 

We are concerned whether or not such a high level of activity will 
saturate the market; we are concerned about mortgage credit; we are 
concerned about whether or not we will, through an expanded and 


} continued rise in construction contribute to a spiral of inflation. 


Now, these studies are going forward, Mr. Chairman, not only 
within the Housing Agency itself—— 

Mr. Tuomas. You do not think we are in an inflationary period 
now, do you? 

Mr. Coie. I do not. 

Mr. THomas. As a matter of fact, we have been in a period 


© deflation for 15 months, have we not? 


Mr. Cots. No, I would not say that we have been in a period of 


| deflation for 15 months. I think we have had a constantly rising 
| xpansion of production and a pretty sound money market. I think 


situation is quite sound now. We think that there are spots in 
which the market is approaching satisfaction, maybe saturation, but 
not as regards the entire area of the housing market so far as the whole 
country is concerned, The rate of family formation begins to taper 
off in these years to a degree, but by 1960 it will be on the upward 
turn again. There are a great many other factors involved in the 
housing market requirements. We believe that the taking from the 
housing market of the older and more deteriorated homes through 
urban renewal will add to the need and the desire on the part of 
people to obtain better homes. 

We think the Housing Act provides greater assistance for people in 
lower income brackets to remodel their homes, and thus let some of 
the older homes go out of the pipeline, and to remodel existing houses 
and secure more decent homes than might have been available under 
the former rules and laws. 


98616 —55—pt. 2 
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GROUPS BUYING NEW HOMES 


Mr. Tuomas. What is the available information now as to som 
reasonably approximate figure, some reasonably sound figure as 4 
the number of people who are buying new homes? Did they own o| 
homes prior to those new purchases, or where did they live? 

Mr. Cote. Well, Mr. Chairman, it is a complex division of a number 
of segments of the population. First, there are new families who dj 
not have a home at all. 

Mr. Tuomas. What part of the new construction starts are going 
to be occupied by those people—one-half of them, one-third, or one. 
quarter? These can only, at best, be approximate figures, but yoy 
ought to have some approximate idea. 

Mr. Coir. We have some figures on it; I do not recall offhand. 

Mr. Tuomas. By family formations, I suppose you are talking 
about the old American custom of marriage. 

Mr. McFaruanp. A better figure is that on household formation 
which includes more than just new marriages. It includes any new 
household setup for whatever reason. 

Mr. THomas. What is an approximate figure, one-half or one-third 
of them? 

Mr. McFaruanp. These figures are not very reliable estimates 
but they range from 600,000 to 900,000, which would give you a figur 
roughly one-half, to in the neighborhood of two-thirds, of the total 
starts. 

Mr. Tuomas. What groups make up the remainder? 

Mr. Cour. People who have houses which were destroyed by slum 
clearance, urban renewal, or people who have houses destroyed by 
fire—— 

Mr. Tuomas. That is a very small figure. 

Mr. Cots. It is small relatively, perhaps, but it amounts to a great 
many people. You are asking me what comprises the total. Ther 
are also people who move from farms into cities. There is quit 
a bit of the development in that area. 

Mr. Tuomas. Has not that trend about stopped? 

Mr. Cour. It will stop, I expect, within a reasonable time, but 1 
has not stopped according to our best judgment on it—and I must 
say it is judgment based upon past experience—but it is still continu- 
ing. There is also the removal of people from older houses into ne\ 
houses. 

Mr. Tuomas. Were they homeowners or tenants? 

Mr. Coxe. Both. The removal from the downtown sections of thi 
cities into the suburban areas is quite a marked movement, Mr. Chair 
man, and the expansion of families from small houses into larger houses 
The youngsters who came out of World War II have now increase! 
their families and need larger homes, and that is quite an impact upol 
the housing market. 


HOUSING FOR OLDER FAMILIES 


Mr. Tuomas. Do you find much of a change or move, we will say 
in families, where the husband and the wife are 40 years of age an¢ 
over? 

Mr. Cote. I do not know. 

Mr. Tuomas. What part of this new development or these new 
starts are they occupying? 
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\r. Cote. I can only answer it in reverse. The trend for the pur- 
jase of new houses is definitely the other way. The ages of the people 
vho are purchasing new houses is gradually going downward rather 
han upward. That is a very general statement about it, Mr. Chair- 
nan. We do not have any figures on it. 


ANTICIPATED VOLUME OF NEW CONSTRUCTION 


\ir. Tuomas. What does the picture look like, say, for the calendar 
ear 1956? The die is already cast for 1955. Can you give us 
iwures for the calendar year 1956? 

\lr. Cote. No one can see all of the factors involved in it, of course, 

Mr. Chairman. Assuming conditions worldwide to be comparatively 
“peaceful, we have no alarm about the situation. 

> By that I mean that we think that a high level of housing construc- 
Fion can and will be sustained. 

By high level I mean upwards of 1,200,000 or 1,300,000 housing 

inits. 
> The goal of the Government is to maintain a stable market in an 
Pxpanding economy. If that goal is achieved—and my personal belief 
s that it can be—if that goal is achieved, then it would seem to me 
That we can continue on a high level of productivity. 

' It is our position and our responsibility that we must constantly 
examine the market; we must constantly study the trend. We must 
te aware of the possibility of saturating the market. Therefore, we 
Must be constantly studying and evaluating the situation. 

> Mr. Tuomas. August or September of the calendar year 1953 is 
‘about when you prepared your budget estimates for the fiscal year 
955? 

' Mr. Cote. That is right. 

» Mr. Taomas. All of the housing agencies, including your office, 
'FHA and Veterans missed their guesses by anywhere from 20 to 25 
percent; did they not? 

| Mr. Corr. They missed their guesses. I do not remember the 
Percentage figures. 

| Mr. Tromas. Well, they were way low. 

© Mr. Coir. They were quite low. 

> Mr. THomas. What was the basis for their thinking at that time, 
Rnd why has it changed from one of optimism today to one of very 
fonservative thinking, we will say, in August of 1953? 

' Mr. Cotr. The economic picture than, Mr. Chairman, was con- 
Biderably different than now. The mortgage market was tight—— 

) Mr. Tuomas. Just detail the differences. 


— 


INFLUENCE OF MORTGAGE MARKET ON HOUSING CONSTRUCTION 


Mr. Cotz. The money market then was tight. It was difficult for 
®perators, for builders, to obtain money to buy or to build. The desire 
as there and the market was there. By that I mean the need for 
Mousing and willingness to buy were there, but our judgment is that 
the situation came about largely by reason of a tighter money market 
than is apparent today. 
| Also at that time we were just getting out of a tight materials mar- 
Ket, which had some impact upon the difficulty of obtaining housing. 
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Mr. THomas. How do you mean a tight material market? The, 
was no allocations and there was no rationing in 1953. Materig\ 
were running out of everybody’s ears. 

Mr. Coir. At that time, yes, but you must remember that plan; 
are made from a year to 18 months in advance by the private builde; 
In 1952 there were certain “perhapses’”’ as to whether or not they 
would be able to obtain materials. 1 do not mean to indicate to yo 
that that is an important element of it, but that enters into it. 

Mr. Tuomas. For practical purposes the same Government cugp. 
anties existed in 1953 that exist today. 

Mr. Frantz. With this difference, Mr. Chairman, that under | 
budget policies the estimates you are speaking of did not make an 
allowance for the new legislation, so the effect of the Housing Act of 
1954 was not reflected in those estimates. 

Mr. Cote. The Housing Act of 1954 has had, in fact, a tremendous 
impact on the market and also, in my opinion, on the availability 0 
mortgage money. 

Mr. THomas. That is what I am getting around to. 

We will say that, with minor variations, you certainly had the sai 
Government guaranties in 1953 as you have today. 

Mr. Coxe. Basically, ves. 

Mr. Toomas. Basic ally? 

Mr. Cour. Yes. 

Mr. Tuomas. Where the Government, through its taxpayers 
assuming from 90 percent to 95 percent of the liability? 

Mr. Coir. No, Mr. Chairman, I would not agree with that. 

Mr. Tuomas. What is the purpose of the guaranty? 

Mr. Cote. The purpose of the guaranty is for the Government | 
be the backstop of the insured programs, but they do not guarant 
90 to 95 percent. By that I mean that the property is also there to 
backstop that risk; it is not all the Government. 

Mr. Tuomas. For all practical purposes that is what it adds up t 
You can put a sliding scale up to 80, 85, or up to 95, but still the Gov- 
ernment is guaranteeing those, and your basic legislation was th 
same in 1953, with minor improvements or liberalizations, as it 
today. So, after all, the determination of whether the housing 
program remains static, decreases, or increases, in the final analysis 
does not depend on the Government guaranties. It depends upon th 
condition of the money market. 

Mr. Coxe. Certainly. I would not disagree with you that 
money market is the most important of all of them. 

Mr. Tuomas. So, the people who control the money market contro 
your housing program as to the number of starts you make and th 
ultimate number that are completed or built in any 1 year. 

Mr. Coxe. To a large extent, yes. But let us take, for instane 
the increased authority for insurance of existing housing—that has 
caused a tremendous increase in FHA insured loans on existing hous 
ing. It is true that if the money market is not satisfactory the) 

cannot get the money to do it and, therefore, I am not too far apar! 
toon your theory. 

Mr. Tuomas. In the final analysis, the boys who control the mone! 
are the boys who control the housing program, as far as the ultimat' 
number of houses built in this country is concerned. There is | 
argument about that. 
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Mr. Coxe. If they cannot get the money they cannot build the 
houses. 

Mr. Tuomas. No; they cannot build the houses. 

Mr. Cote. There is no question about that. 

Mr. Tuomas. So, whether the props are pulled out from under this 
program next Monday or 6 months from now does not depend upon 
the Administration or any of its agencies, or the laws that are now 
on the statute books, it depends upon what the mortgage industry 
decides to do about it. 

Mr. Coie. Well, I cannot agree with that entirely. 

Mr. Tuomas. Where do you disagree? 

Mr. Cote. Well, I think, Mr. Chairman, that through the facilities 
which this agency has—through the Federal National Mortgage 
Association, through FHA, and through the other activities which 
we have—this agency has a tremendous impact upon the building 
industry, and on the mortgage market itself. It is true that without 
a solid foundation in a solid money market it cannot operate. 

Mr. Tuomas. If you put FNMA back into business, that is some- 
thing else, but you only put FNMA back into business full speed 
ahead when the money market itself does not step in. 


REGIONAL OFFICES 


How many regional offices do you have now? 

Mr. Coie. Six. 

Mr. THomas. There is a sizable increase in activity in your regional 
offices. You jump from 231.7 man-years in 1955, which is about 260 
to 265 jobs to 391.4 man-years for 1956, which is about 435 jobs. 


That is quite a sizable increase, is it not? 

Mr. Cour. Yes, it is a sizable increase. 

It is brought about by reason of the urban renewal program, pri- 
marily, and the effort to cut expenses and costs and to place in one 
area the work to be done. 

Mr. THomas. Speaking for myself, and I think for the committee 


} as a whole, we were not convinced of the necessity for these offices. 


As a matter of fact, I think we did everything but tell your prede- 
cessor not to open them up. 

| think we told him that no less than 40 times indirectly, and I 
think we put it in the report at one time. 

Here is the Office of the Administrator, here is FHA, here is FNMA, 
and here is slum clearance, and so forth. You had those existing 
agencies at the time, and now here comes the Office of the Adminis- 
trator and puts on another layer of coordination. 

Mr. Cote. No, that is not another layer of coordination. This 
Office is set up to do the service necessary to insure a sound approach 
in these programs—in the urban renewal and community facilities 
program, and especially in FHA and the PHA programs. 

Our understanding of it is that this committee wants us to approach 
our work with local communities in carrying out the Housing Act of 
1954 in a manner in which we can do it most economically, most 
effectively and with a coordinated attack upon it, and this is the plan 
through which we are carrying out this objective. 

Mr. Tuomas. When was this Executive order issued setting up the 


Office of the Administrator? 
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Mr. Frantz. In July 1947. 

Mr. Tuomas. Who was the first Administrator—Mr. Flemming’ 

Mr. Frantz. No, Mr. Foley was the first Administrator of the 
Housing and Home Finance Agency. 


AVERAGE NUMBER OF EMPLOYEES 


Mr. Tuomas. I wonder if you will insert in the record the number 
of employees in the component parts, including the Office of the 
Administrator, beginning with 1947 through 1956, just the actual 
jobs, giving us the total for 10 years. 

Mr. Frantz. Yes, sir. 

(The matter referred to is as follows:) 


Housina AND Home FINANCE AGENCY 


Full time employment by constituents, fiscal year end 1947 through 1954 actu 
1955 and 1956 estimated 


Total 
HHFA DJ HLBB FHA aa 
Adminis- — 
trator | Projec 


200 
687 
051 
503 
359 


June 30, 1956. _- 2, 762 21,129 646 
June 30, 1955 2, 318 , 010 550 
June 30, 1954. ____| , 663. | 700 527 
June 30, 1953. _ __- 1, 985 823 | 444 
June 30, 1952____- 2, 533 | 900 | 448 
June 30, 1951_ __- 3,345 | 851 | 425 041 
June 30, 1950... __| 3, 481 3762 856 | 200 | 
June 30, 1949_____| 2,011 276 951 5, 415 | 
June °0, 1948__- , 584 141 | $73 4, 747 
June 30, 1947__.__| , 531 226 | 1, 230 4, 777 


713 1, 357 
687 | 1, 690 | 
584 2, 256 | 
871 2. 652 
77 | 3, 057 | 
258 | 3, 098 | 
498 | 3, 165 | 
007 | 3, 362 
916 | 3, 807 
380 4,918 | 


PP MMAR 





PePNNNE rr 





1 Includes employees engaged in school construction program since 1951. 

2 Increase attributable to additional activities under Housing Act of 1954. 

3 Increase caused by new programs under Housing Act of 1949 and transfer of community facilities an? 
RFC personnel under Reorganization Plans Nos. 17 and 23. 

4 Part of RFC prior to Reorganization Plan No. 23 of 1950. 


REGIONAL OFFICES 


Mr. Frantz. May I just make one comment on the number of 
field offices? Actually, sir, we have not established any new offices 
in the Office of the Administrator. When we took over community 
facilities from GSA in 1950 there were, if I recall correctly, nine 
regional offices at that time. We now have 6 regional offices, which i 
3 fewer. We have not set up any new offices. We have assigned 
additional functions and duties to the field offices as the programs 0! 
the offices have changed. 

Mr. Cote. Because the chairman is concerned about this and the 
entire committee is concerned about it, I want to very clearly poitt 
out that as Administrator I see no way in which an agency of - 
kind can operate without decentralizing the functions which have t 
do with the communities, with the cities and the people in the siti. 

I see no way in which an agency of this kind can function withou! 
that type of operation. 

If we were to bring back into the city of Washington these people 
who are doing the job out in the regional offices, it would seem to m' 
that a great deal of time and money would be expended unnecessarily 
That is my judgment on it. 





rber 
the 
tual 


ties and 


er of 
\ffices 
unity 

nine 
ich is 
igned 
ms of 


d the 
point 
f this 
ive (0 
ies, 

thout 


yeople 
to me 
sarily. 


1331 


| am assuming, Mr, Thomas, that the programs authorized by 
Congress will be carried on. If not, that is another story, but assum- 
ing that these programs are to be carried on, I have examined the 
situation very carefully with the idea of being cautious—that we do 
not expend unnecessarily. And I can see no way in which it can be 
done otherwise. 


EMPLOYMENT BY ORGANIZATION UNIT 


Mr. Tuomas. Mr. Reporter, will you insert in the record the table 
appearing on page A-9? 
The matter referred to is as follows:) 


OFFICE OF THE ADMINISTRATOR 


Comparison by organization unit 


Actual, 1954 Estimate, 1955 | Estimate, 1956 


Organization unit | | 
Posi- | Man- | Posi- | Man- | Posi- Man- 
tions | years tions | years tions | years 


Adminis trator__ ‘ae 8.4 

Deputy Administrator ---- : 2.0 
“FHA special investigation staff____- 9 
International housing staff_- : 
Racial Relations Service 

Division of Compliance 

Division of Congressional Liaison and Public Affairs 

Div ision of Plans and Programs 

Voluntary home mortgage credit staff 

Division of Law____-- 

Division of Housing Research____--- 7 

Urba an Renewal Administration _ -- 

Community Facilities Administration _- 

Administrative Staff Services. _--- 

Audit Branch 

General Services Branch__--....------ 

Division of Field Coordination _ - 


© 


neo 


Subtotal, central office------.------ . 


Regional offices: 
Regional administrator - - 
Community re juirements branch 
Legal branch Spe 
Administrative branch _ - --- 
Engineering branch-- 2 
Financial analysis branch. : 
Urbs in renewal branch__.---------- 


Subtotal, regtonal offices -- - - - 


Positions and average employment-_ --- 





Porearin] Ger OIANR a oc eh eawan $3 446, 776 $5, 741, 300 
Other objects of expense_ een as aa 544, 171 " 767, 000 1, 008, 200 


OSU oer ke uy ee dedancee awk eres 3, 990, 947 5, 008, 500 6, 750, 000 


FHA SPECIAL INVESTIGATION STAFF 


Mr. Tuomas. I note for the FHA special investigation staff the 
figure of 77 positions in 1954 and 124 in 1955. Yon have nothing set 
» up for it in 1956. 

Mr. Cote. That is correct. 

Mr. Tuomas. These are the investigators assigned to the Adminis- 
trator’s Office who are especially engaged in FH A inv estigative work? 

Mr. Couz. It is now closed. 
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Mr. THoMas. is now closed? 
Mr. 7 It | 1? 


Mr. Coe. Yes. 


eS Tae 


Mr. Frantz. The 124, Mr. Thomas, is the maximum figure of per. J 1, 
sonnel assigned to that special investigation in the early months of J ¢ 


this fiscal year in July and August. 

Mr. Tuomas. But what became of those 124 people? 

Mr. Franrz. By and large they were temporary people from some. KB 
where else in the office, or they were people who were on reimbursably 
loan from the investigative units of other agencies, and they hay 
returned to those agencies. 

Mr. Tuomas. You are carrying them forward in your 1956 budget, 
though. 

Mr. Frantz. No, sir. 


DIVISION OF COMPLIANCE 


The new Compliance Division, which was established this year, — ,., 
was staffed, in part, from people who were engaged in that special th 


investigation, and who were available for permanent employment. 
That group continues in 1956, but the special investigative group 
which composed this staff of 124 is terminated. That ended about 
roughly, last October 1. 

Mr. Puitures. I do not understand Mr. Frantz’s statement that the J ),, 
Division of Compliance was newly created. It shows here for the & ;, 
past year, and it shows the same number of people for this year as Fj, 
for next year. 

Mr. Coir. He means that the present Division of Compliance is 
newly created. 

The former Division of Compliance was a small staff in the Office of 
the Administrator which had very limited responsibilities and au- & , 
thority. "2 

At the beginning of the FHA investigation the President directed 
me to take over all of the compliance and investigation activities. 
That included the compliance activities of the FHA. The figure which 
is shown here for the Division of Compliance is 38 in 1955. Do you 
see that figure? te 

Mr. Puiuuirs. Surely. 

Mr. Cour. That is the expanded compliance staff in the Office o! 
the Administrator. But it will be declining and is almost nil in th 
FHA. We have taken over the compliance activity in the Office o! 
the Administrator. The purpose of this, as the President put it, is 


Mh 


Sli 


so that the operating divisions would not be investigating themselves. J... 

Mr. Tuomas. You have 124 positions set up here in the FHA §% .,, 
special investigation staff for 1955, and you have in your Compliance F ,;, 
Division, 38 positions. What became of the other 86? Will you , 
carry them forward to the 1956 budget? Sth 


Mr. Franvrz. No, sir; those additional bodies are gone; they are of! 
the payroll. 
Mr. Tuomas. What is going to be your unexpended balance for 


1955, then? me 
Mr. Coxe. Well, Mr. Chairman, we were given a dollar figure 4}, 
take care of this. , 
Mr. Frantz. The amount was $250,000. $1. 


Mr. Cour. To take care of these 124 investigators 
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Mr. Tuomas. You had a supplemental of $1,100,000. 

Mr. Frantz. That did not include the FHA special investigation. 
In addition to the $1,100,000 there was an additional transfer of 
$250,000 for the special costs of the FHA investigation, and we used 
it up in the first few months of the current year. 

\ir. Tuomas. How much of that recent supplemental did you use 
for the FHA investigation? 

\ir. Frantz. You mean of the $250,000? 

\lr. Toomas. Yes. 

Mr. Frantz. We used approximately that amount in full. 

Mr. Toomas. $250,000, plus this $1,100,000 is $1,350,000. 

Mr. Cote. Off the record. 

Discussion off the record.) 

Mr. Frantz. Mr. Chairman, you may be referring to the $125,000 
authorization for FHA in the special supplemental in January. 

Those funds are being used in FHA for current expenses in connec- 
tion with litigation and other byproducts of the investigation, and 
they are not reflected here at all. 

Mr. Tuomas. Have any of those funds been used by the Adminis- 
trator’s Office? 

Mr. Frantz. No, sir. 

Mr. Toomas. I am still not clear as to what became of these 86 
bodies over and above what you have in your Compliance Division 
for 1956, call them whatever you want to call them. What are they 
doing, and what happened to them? 

Mr. Frantz. Let me explain it this way, Mr. Chairman: At the 
maximum there were 124 positions assigned to the special investigation 
staff. 

Mr. Toomas. Yes, and that 124 for the fiscal vear 1955 made vou 
a grand total of 954 people. 

Mr. Cote. At the peak. 

\Ir. THomas. Yes. 

Mr. Cote. Yes, sir, at the peak. 

Mr. Frantz. When the newly constituted Compliance Division was 
set up it was authorized to have 38 people, of whom about 11 were 
from the old Compliance Unit in the Office of the Administrator. 

Mr. Toomas. Yes. 

Mr. Frantz. And another 11 were taken over from the compliance 
activities of the FHA. 

\lr. THomas. Where is the difference between 38 and 124, or 86? 

Mr. Frantz. Those people either have left the payroll or have 
returned to their jobs from which they were temporarily de tailed 
stenographers, file clerks, and so forth, who were detailed temporarily 
to help out in this activity. 

Mr. Tuomas. Will vour budget show an unexpended balance for 
the remaining 86 people for two-thirds of the year? a. 

Mr. Frantz. No, sir. 

Mr. THomas. The component agencies must show it, if you do not. 

Mr. Franz. No, sir; because the $250,000 estimate in the supple- 
mental was based on the assumption that the people would leave on 
about that schedule. 


Mr. Toomas. The $250,000 is part of your supplemental of 
$1,100,000? 
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Mr. Frantz. No. It was carried in the same supplemental }ji) & 
but it was in addition to the $1,100,000. It shows on table 1 in tho J th 


justification, Mr. Chairman, on page A-8. yw 
Mr. Tuomas. I want to know where those people are. th 
Mr. Frantz. That is shown on the table on page A-8. oT 


Mr. Tuomas. That table will not show where the people are 
Where are the people? id: 
Mr. Frantz. No. It shows the various funds separately. 


In the Compliance Division, 22 of the 38 were taken from within the ga 
organization. The remaining 16 of those 38 were taken from the 124 
which had been assigned to the special investigation. m. 

The remainder of the 124 have either left the payroll or have been pe 


reassigned to the jobs from which they had been detailed. 
Mr. THoomas. Within the Agency? or 
Mr. Frantz. Yes, some of them. Most of them have actually lef & 


the agency payroll and gone back to other departments and agencies mn 
Mr. Tuomas. Well, you carry those forward into 1956, and yet the 
have gone. Or 


Mr. Frantz. No, sir; there is nothing on that line in 1956, Mr 
Chairman. 
Mr. Tuomas. No, but dollarwise it is there. 
Mr. Couez. No, it is not. 
Mr. Tuomas. There it is; it is in excess of what you had in 1955 ha 
Mr. Cote. No, sir. 
Mr. Tuomas. The sum total corresponds 
Mr. Co te (interposing). No; the sum total is less in 1956. It is 
521 as against 584 in 1955. 
Mr. Tuomas. I do not add it that way. The sum total is $6,750,000 
for 1956 against $5,008,500 for 1955 
Mr. Puiturps. That is the money ‘total at the bottom of the page. ie. - 
Mr. Corr. That is the total budget. 7s 
Mr. Txomas. It is bound to be in here. 
Mr. Cots. If there is any doubt about it, Mr. Chairman, why do 
we not furnish you with a list of the names of the people involved and 
where they are. That is the simplest way to do it. 





(The following was submitted subsequently to clarify the foregoing 
testimony :) ae 
Disposition of FHA special investigation staff ' as | 
Total FHA special investigation staff at peak -_--_----- Ses fs 124 ov 
Disposition of staff: } 
Left the Office of the Administrator: ] 
Appointments terminated_-____-_-_-------- eee es 52 
Returned to agency where NE 500 les odeL 32 a 
Reassigned in Office of the Administrator: 
Fee NG: BO ivi ew icreeweceoncdncu Seth cas 30 I 
To other Office of the Administrator divisions______________- 10 in | 
a. 198 
I i ain gh lt ia ad i ella il sh San wind os sgh inet i 
1 All employees involved had been reassigned or left the agency as shown above by Oct. 31, 1954. ’ 
Mr. Tuomas. How does that get around the cost; it is not reflected f 
Cl 


here? , 
Mr. Cote. It is not. 
Mr. Tuomas. In your 1956 budget if you have 124 less people that 

you had in 1955 , the dollar figures do not check out. 
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Mr. Coz. If you took the mere dollar figures on the subtotal for 
the central office, if there were figures on that, then your comment 
would be, in my judgment relevant. Remember, Mr. Chairman, that 
these additional people added far less to our urban renewal pro- 
gram—— 
~ Mr. Tuomas (interposing). Your Compliance Division figure is 
identical for 1955 and 1956 when you had your 124 set up here—— 

Mr. Cotzr. The people in the special investigation were investi- 
vators, lawyers, accountants, and so forth. 
~ The people involved in urban renewal are planners, engineers, 
' market analysts, finance experts, and so forth. They are different 
) people entirely—different in names, and different bodies. 
| Mr. Tuomas. I notice their duties are different as set out in the 
organization. 

Here is your Division of Congressional Liaison, and you have 14 
in 1955 and 14 in 1956. 

In vour Division of Plans and Programs you jump up 21 for 1956 
p over 1955. 







Te 





































lr 
STAFF FOR VOLUNTARY MORTGAGE CREDIT PROGRAM 
' Your Voluntary Home Mortgage Credit staff remains 53. Do you 
-; fm have that many people now? 
~@ Mr. Frantz. No, sir. 
' Mr. Toomas. How many do you have now? 
Mr. Frantz. About 34; I think that is the last figure. 
Mr. Viner. 33. 
100 Mr. Frantz. Yes, 33. 
' Mr. Viner. Thirty-seven, including both professional and clerical. 
oo | Mr. Tuomas. That is largely at this time a shot in the dark, 
©" BB is it not? 
' Mr. Frantz. Yes, sir, in the sense that we have had almost no 
do operating experience as yet. 
nd 
DIVISION OF LAW 
™S @ Mr. Tuomas. Under the Division of Law, 48 for 1955 against 58 
» for 1956, and I presume that is here in the District of Columbia, and 
» as for the field offices, you set out a Legal Branch of 48 for 1955 against 
124 [50 for 1956? 
» Mr. Core. Yes. 
Mr. Toomas. A total of 108 lawyers out of a total of 935 positions. 
— 4 URBAN RENEWAL PROGRAM 
_ For the Urban Renewal Branch, the figure jumps up by about 20 
; —— field to 198; against 94 in the central office, for both 1955 and 
_ yy $e 1956. 
: » Mr. Cots. That is the expanding program, Mr. Chairman. 
» Mr. Tuomas. Yes. 
‘ted fe) . .0u have 521 in the Washington office for 1956 against 414 in the 


» field? 
= Mr. Coxe. Yes. 
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FUNCTIONS OF FIELD OFFICES 


Mr. Tuomas. Generally, what is the distinction between the actiy; 
ties in the field and in the Washington office of the Administrator? 

Mr. Coue. I am sorry, I did net get your question. 

Mr. Tuomas. Generally, how do you distinguish between the actiy. 
ities carried on in the Washington office of the Administrator and { 
activities in the field? 

Mr. Corn. The people in the field have the direct contact with th 
cities and local public authorities, in the community’s cooperatiy 
efforts, whatever they may be, to develop urban renewal programs 
and I am speaking now of the concept of the urban renewal program 
It is our purpose and policy to delegate to these regional offices 
sufficient authority so that the Jocal people can get answers to thy 
problems without referring them to W ashington. The policy, th 
broad policy decisions, are retained here in the Washington office by 
the operations should be, and must be, carried out locally; that 
under the urban renewal program. 

Community facilities, for instance, has quite a responsibility j 
project inspection, engineering inspections; these, of course, must | 
done in the field. These'and the other requirements which are carri 
out by the people in the field are things which are necessar'ly dor 
eee In my judgment, I do not believe that there is—and if ther 
is, there certainly should not be—any duplication in the Washingto 
offic ‘e of the work to be done in the field. 


SUPERVISION AND COORDINATION OF OPERATIONS 


Mr. THomas. All right, let us get down to cases. In the Fo 
Worth, Tex., office, you have 49 people in the Office of the Adminis 
trator. How many of those people are assigned to supervision a 
coordination, or whatever language Ygu may want to use to deseril 
their activities. first as to the FHA. and then as to the Home Loa 
Bank Board? 

Mr. Coir. As to supervision and coordination 

Mr. THomas. Or whatever their activities may be; what are t! 
going to do with reference to the Home Loan Bank Board? Let | 
stay with that first. 

Mr. Cour. Practically nothing, out in the field. 

Mr. Tuomas. How many people do you have down there engag 
in coordination work? 

Mr. Frantz. We can give you the estimate of the total in 
field 

Mr. Tuomas. I have already put that in the record; there ar 
in the Fort Worth office. Now, what part of that 49 in the field no 
are engaged in coordinating activities? 

Mr. Core. Of what, Mr. Chairman? 

Mr. THomas. Of the Home Loan Bank Board. 

Mr. Cots. Of the Home Loan Bank Board? 

Mr. Tuomas. Yes. 

Mr. Coxe. I doubt if there would be any, offhand; that is, coor 
dination of the Home Loan Bank Board, except this 

Mr. Tuomas. Well, whatever their activities 

Mr. Coxe (continuing). If I may complete the answer, except ths 
Let us assume a question arises, such as the chairman posed to m 
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moment ago, as to the examination of the mortgage market. The 
people in the regional office can assist me in my responsibilities to 
report to the Federal Reserve, the Treasury, and to the Council of 
Economic Advisers with respect to what the Home Loan Bank is 
doing in the field. 

Now, | must say that this is very small as workload. 

\lr. Toomas. That would certainly be bypassing the Home Loan 
Bank Board, would it not? 

Mr. Cote. I am not talking about bypassing the Home Loan Bank 
Board. Iam talking about coordinated activities. 

\r. THomas. How many people do you have in this specifie office, 
and what are their duties with reference to the Home Loan Bank 
Board? 

Mr. Coie. I was explaining to you, none; except a certain per- 
centage of the time of the people 

\lr. THomMas (interposing). The answer is ‘‘None’’? 

Mr. Cote. No, no; Mr. Chairman, you do not have a person 
assigned —vou do not have a single person assigned to the Home Loan 


» Bank Board to coordinate what the ‘vy are doing in the whole agency. 


| am not assigned to supervision and coordination of the Home Loan 
Bank Board. A part of my time is assigned for that purpose. Now, 
what part of my time is assigned for that purpose is contained in the 
justifications here. I must say to you that so far as the regional 
offices are concerned, the part of the time that any one person uses in 
supervision and coordination of the Home Loan Bank Board is very, 
very small. 

\ir. THomas. Well, what part of his time is? 

\Ir. Cote. I suppose it is so small that it is not broken down as to 
that category. 

Mr. Frantz. It would not be in this presentation. 

Mr. Cote. I doubt if it is. 

Mr. THomas. I think you are right; I think I read every page of it. 

Mr. Cote. I doubt if there is anything on it. 

Mr. Frantz. There would not be anyway to find that out except 


Sto ask the regional administrators personally their opinion concerning 
Show much time they spend on it. 


Mr. Tuomas. How much time is spent in that office on coordination 
ind supervision, or whatever adjective you want to use, on FNMA 


Band FHA? 


Mr. Frantz. Well, again, Mr. Chairman, we do not keep any 

records on that basis. 
Tuomas. Well, what do they do? 

Mr. Cote. I would like to tell you what they do, Mr. Thomas—— 

Mr. Tuomas. Yes. In other works, they do nothing for FNMA, 
ind they do nothing for Home Loan Bank Board; what do they do 
for FHA? 

Mr. Cote. Mr. Chairman, may I again say that that was not my 


presponse. They do something, but, as I say, for the HLBB it would 
Bbe very small 


Mr. Taomas. You tell us it is very small. Now, what is the 
difference between a small amount and nothing? That is as near as 
we have got to it, is it not? 

Mr. Coir. Possibly; possibly; but the answer is still good; the 
answer is still good. 
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Mr. Toomas. What do they do for FHA? 


Mr. Coxe. There is a very important element of supervision an¢ 
coordination, particularly coordination, in respect to the FHA. The 
Housing Act of 1954 sets up a new concept of urban renewal, and pro- 
vides that the local communities shall determine what they need with 
respect to rehabilitation, slum clearance, conservation, and so forth, 

Mr. THomas. Now then—you are talking about the FNMA? 

Mr. Cote. Now, I am talking about the office of the regional ad- 
ministrator, the regional officers. 

I am talking about what coordination is carried on, and the only 
way I can do it is to relate it to the activities. 

In order for a community to present to the Housing Agency what 
we call a workable program, they must present to us a complete state- 
ment of all of the activities in the community with respect to rebuilding 
and conserving and planning new neighborhoods and new con- 
munities. 

Mr. Tuomas. You are talking about 

Mr. Cote. I am talking about the regional administrator’s office. 

Mr. Tuomas. You are talking about slum clearance and _ public 
housing? 

Mr. Cote. No. 

Mr. Tuomas (continuing). You have public housing in there. 

Mr. Cote. I am going to explain to you, Mr. Chairman, just what 
the regional administrator does with respect to FNMA; you wanted 
to know about FNMA. 

Mr. Tuomas. All right, go ahead. Let us stay with FNMA. 

Mr. Coie. You cannot stay with FNMA, Mr. Chairman, without 
mentioning the other programs; they are all interrelated. 

Mr. Tuomas. I understand that. 

Mr. Coxe. Let us assume now, Mr. Chairman, that a community 
wants to rebuild low-cost, low-income houses, under section 221 of the 
FHA Act. It is our concept, not only of the law, but of the policy 
laid down by the Congress, that they must first determine what they 
need with respect to urban renewal. 

Mr. THomas. Yes. 

Mr. Cote. They go to the Urban Renewal Administration to get 
the rules and regulations; they go to the FHA to determine what can 
be done under FHA. Then the question becomes—and I am speaking 
about FNMA—whether FNMA will or will not support that market 
for those mortgages. Now, it may be possible—— 

Mr. Tuomas. FNMA has its own office; slum clearance has its own 
office 

Mr. Cote. Yes. 

Mr. Tuomas. And FHA has its own office. 

Mr. Coe. That is very true and they can go in all directions if the 
Congress and the administration decides they want them to. 

Mr. Tuomas. They have to go in all directions. 

Mr. Cote. I disagree with you very decidedly. They do not need 
to, and should not, go in all directions, Mr. Chairman. If the FHA 
does not know what the Urban Renewal Agency is doing abou! 
assisting the people in that community, to set up a neighborhood, the 
FHA cannot carry out its responsibilities with respect to section 22! 
or section 220. Nor can FNMA carry out its responsibilities unless 
they know. There must be some way by which these programs are 
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brought together—all brought together—in order to carry out the 

program. ; 

Mr. Tuomas. Do they go to the Housing and Home Finance Ad- 
ministrator first, or do they go to these three Government agencies, 
or whose authority is it? It is not the Administrator’s authority to 
act. 

Mr. Cote. I am sorry; it is the authority of the Administrator to 
act under the law, and under the policy. It is the Office of the 
Administrator’s authority to bring them together, to get a coordinated 
} approach to this problem. Now, if it is decided that the coordinated 
approach is not the thing to do, if we wipe out all of the policies with 
respect to the 1954 act, then, of course, they can act separately and 
completely independently without regard to what the other agency 
is going to do about it. 

Mr. Tuomas. Do you mean to say that in the steps which you have 
detailed, this occurs: Here is city X, that it can go to the Office of the 
} Administrator and wrap this up in one package without going to 
|FNMA? 
| Mr. Coxe. No. 

Mr. Tuomas. Or slum clearance? 

Mr. Coug. No. 

Mr. Toomas. Or FHA? 

' Mr. Cots. No, I did not say that. I say it is the job of the Office 

of the Administrator to assist these various constituent units to work 
together—to see to it that their program makes the most sense, in a 
cooperative effort, and not to work independently. 

_ Mr. Toomas. I see exactly what you are driving at, and I do not 
think I have ever seen a budget yet that spent so much time in trying 
to justify the words “coordination” and “‘supervision’”’ as is belabored 

»in 40 single-spaced typewritten pages in this justification. 

| Mr. Cote. Mr. Chairman, may I say that we decided—I decided— 
that that was necessary because I know of this committee’s deep 
concern about coordination and supervision and about the proper 

functions of the overall agency—— 

; Mr. Tomas (interposing). But it is based on law, which you cannot 
change. Now, if you carry out to the Nth degree that word “‘super- 
vision”, you may be able to substitute the Office of the Administrator 
for the 3 component agencies, but as the law stands, certainly 
your office cannot direct the activities of these 3 other agencies 
to the extent that you can wrap up a transaction in your office without 
going to the other 3. 

| Mr. Cote. No; I never said that, Mr. Chairman; and certainly it 
1s not our intention, our desire, nor our policy, to do that. It cannot 
bedone. The responsibility, the authority, the skills, the know-how, 
the information, reside in these constituent units. 

Mr. Toomas. What is the value of the office then? 

Mr. Cote. Of what office? 

Mr. Tuomas. Your office in the field. It cannot be wrapped up 
there. In the final analysis, they have to go back to FNMA, slum 
clearance, and FHA to finally get the deal consummated. 

Mr. Coe. The value of the office, Mr. Chairman, is to bring them 
ull together; to see that they accomplish the job together, to work 
slogether; and this is the value of it, and it is of real value, of sound 
‘alue; one on which the Congress has decided, on which people have 
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to rely. We must realize, for instance, that if you build a develop. 
ment, under urban renew al, without the coordinated concept of the 
urban renewal activity, it seems to us then that you have ignored 
one of the most important elements of the renewal of the neighborhood. 
Now maybe you could do it. 

Mr. Tuomas. Then the answer, it seems to me, is you ought to 
put all these four offices under one roof. 

Mr. Coir. That is a matter for the Congress to decide. 

Mr. Tuomas. No; it is under your administration. 

Mr. Coir. No; I have no authority to do that. We have not asked 
for that authority. 

Mr. Tuomas. Certainly it looks to me that under your coordination 
authority, they ought to be all placed under one roof. 

Mr. Cote. Mr. Chairman, there are many functions—let us say 
that the Home Loan Bank Board has—there are functions that the 
FHA has, and functions that the FNMA has, and functions which the 
Public Housing Administration has, which do not require the same 
coordination and supervision; they do not require the day-to-day 
operations on the part of the Administrator, and no effort is made to do 
that, and they should not. 

Mr. Tuomas. It is true for about 99 percent of their activities? 

Mr. Coir. Ninety-nine, no. Not 99 percent of the—— 

Mr. Tuomas. Or practically all of them? 

Mr. Coun. No; I disagree with that. 

Mr. THomas. What percentage would you say? 

Mr. Corr. I would not be able to say what percentage; I could 
not. 

RESPONSIBILITY FOR OVERALL CONTROL 


Mr. Tuomas. I think you have put your finger on it, inadvertently; 
you have just put on one more layer of supervision and I doubt the 
necessity of it, because the overall control there is so small as compared 
with the everyday, day-to-day activities—— 

Mr. Cote. (interposing). No. 

Mr. Tuomas. Especially for the duties 

Mr. Co. (interposing). The overall control, Mr. Chairman, the 
overall control is there, on policy, on coordination; sufficient control, 
and should be. 

Mr. THomas. Policy is not set in the field. 

Mr. Cote. No. 

Mr. Tuomas. It is set here. 

Mr. Coun. And carried out by the field. 

Mr. Tuomas. And you certainly can carry that out by letters of 
instruction. 

Your Planning Division is here, your Program Division, and othe! 
activities. 

Mr. Coie. That is true, and other divisions— 

Mr. Tuomas. And they are the boys who figure out the policy 

Mr. Cote. Yes, and somebody must carry them out. 

Mr. Tuomas. What do you mean, carry them out; how are the) 
carried out? 

Mr. Cote. Mr. Chairman, they are carried out by the people who 
are in the field—to approve contracts, to approve plans on the part 
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of the city; to approve loans and grants, to determine whether or not 
they should be made. 

Mr. Toomas. The Office of the Administrator does not approve 
those loans and grants, does it? 

Mr. Cote. No, wedo not. We have delegated, even in those cases 
where we have the authority. We do not believe that we should 
carry them out. 

Mr. Tuomas. Your Office does have that authority? 

Mr. Cotx. I beg your pardon? 

Mr. THOMAS. ta Office does have that authority? 

Mr. Cote. In some instances. You see the urban renewal program 
isa direct authority on the part of the Administrator. 

Mr. Tuomas. Yes. 

Mr. Cote. But I have delegated that authority- 

Mr. Tuomas. Your Office does not approve applications for FHA? 

Mr. Coie. No; and should not. 

Mr. THomas. You do not approve applications for purchase or 
sale of mortgages by FNMA? 

Mr. Cote. No; except I am Chairman of the Board. 

Mr. THomas. Ex-officio? 

Mr. Corr. No; I am Chairman of the Board, not ex officio, but I 
do not approve the purchase of individual mortgages, or a block of 
mortgages. That is not my job, and is not what the Chairman’s job 
should be. That is the job of the operator. 


OTHER OBJECTS OF EXPENSE 


Mr. Tuomas. I notice under “Other objects of expense’’ $1,008,200 
for 1956 against $767,000 for 1955; that is about a 19- or 20-percent 
increase. 

Mr. Coun. Yes. 

Mr. Tuomas. So that is considerably higher. 

Mr. Coir. That is set out on M-1 in table form. 

Mr. THomas. Yes. 

Mr. Reporter, will you insert page M-—1 in the record? 

The table referred to follows:) 


OFFICE OF THE ADMINISTRATOR 


Other objects of expense 


Estimate, | Estimate, 
fiscal year | fiscal year 
1955 1956 


Actual, fiscal 
year 1954 


wel ey é $169, 649 $222, 200 | $334, 000 
nsportation of things. - . ; : | , 912 31, 200 5, 100 
munication services , Seek 11,955 111, 900 168, 500 


ts and utility services_- ; ; 76, 104 127, 000 , 100 
Printing and reproduction - 23 2, 625 57, 000 5, 000 
r contractual services... --_- a 7,316 56, 800 56, 800 
“ervices performed by other agencies_.__- ‘ 847 38, 000 9, 200 
Supplies and materials_..-._--- ee 25, 633 33, 800 58, 300 
uipment SPs be oS , 549 000 92, 600 
sand assessments. 2 3, 581 5, 100 , 600 


tal other objects of expense. 544,17 57, 000 , 008, 200 


08616—55—pt. 2 35 
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Mr. Tuomas. Those objects of expense certainly ought not to be 

more than 9, 10, or 11 percent. The big item is travel, increased from 
00 to $334,000 for 1956. 

Communication services jumps up from $111,900 to $168,500. 

Other contractual services jumps from $56,800 to $66,800. 

Services performed by other agencies jumps from $38,000 to 
$49,200. 

Supplies and materials jumps from $33,800 to $58,300. 

I was looking over the detailed justifications. 


TRAVEL EXPENSE 


You set out your travel here on page M-3 and I notice for Con- 
gressional Liaison and Public Affairs, the office is going to do som 
$2,000 worth of travel. I am just wondering what is the occasion fo: 
that? 

Mr. Couis. The Assistant Administrator for Public Affairs, who is 
also head of Congressional Liaison undertakes certain special respon- 
sibilities which I have assigned to him. 

Mr. Tuomas. Travel for ‘Voluntary home mortgage credit staff’ 
goes to $24,000. 

Mr. Coir. Yes. That, as we mentioned to you earlier, is the pro- 
gram which is just barely getting underway. 

Mr. THomas. So it is largely conjectural at this point? 

Mr. Cour. All of this is conjectural but 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. Other contractual services: art work and preparation 
of exhibits, $2,000; repair and overhaul of office machines, $2,600. 

Participation in cost of health service units for employees, $3,000; 
repairs and storage of motor vehicles, $6,500. 


Mr. Frantz. Yes. 


OFFICE EQUIPMENT 


Mr. Tuomas. I notice your equipment item: You want 415 
chines to replace 415 machines 9 years of age now being used by | 
Office of the Administrator. What is the total number of machines 
You have 244 typewriters, 72 calculators, and 99 adding machines. 

Mr. Frantz. Those are 9 or more years old. 

Mr. Toomas. What is the total number of typewriters in th 
Office of the Administrator? 

Mr. Frantz. I do not have that with me, Mr. Thomas. I ca! 
om t for you. 

Tuomas. Do ps have the approximate figure? 

Mr Frantz. No, I do not have it at hand. 

Mr. Tuomas. How many calculators; what is the total number o! 
calculators in the Office of the Administrator? 

Mr. Franrz. I do not have the details on that with me, Mr. Cl 
man, but I will supply it. 

Mr. Toomas.4 Those are all 9 years of age? Would you have mor 
than the 72? 
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Mr. Frantz. Yes, Mr. Thomas; we have some that are not of that 
elderly vintage. 

\ir. Toomas. You have 99 adding machines over 9 years of age? 

Mr. Frantz. Yes; of which we propose to replace 15. 

\[r. THOMAS. How many people in the District of Columbia? 
Five hundred and twenty-one in the Administrator’s Office? 

Mr. Frantz. There are not actually that many today, Mr. Chair- 
man. 

Mr. Toomas. Well, how many are there? 

Mr. Frantz. There are 410 today, chargeable to the programs set 
forth in the table on page A-9. 

\lv. Thomas. Four hundred and ten? 

Mr. Frantz. Yes. 

Mr. Tuomas. Well you have set up for fiscal year 1955, 584. 

Mr. Frantz. The 584 includes the 124 jobs of special investigators, 
which should be deducted because that work is over and done with. 

Mr. Cote. And some of the total have not been recruited? 

Mr. Frantz. That is true, because we are just expanding the force 
as a result of the new legislation. 

Mr. THomas. In other words, 460 jobs, and of that 460, 410 of them 
have been filled; is that correct? 

Mr. Frantz. That is correct. 

Mr. THomas. How are you getting along with the 410? 

You are getting along all right with the 410? The ‘y are doing the 
job all right? 

Mr. Frantz. Well, the jobs, Mr. Thomas, are really just getting 
started in connection with the new programs. 

Mr. THomas. oes mean you have an adding machine there for 
every four employees; is that correct? 

Mr. Franrz. 1 am sure we do not have an adding machine for 
every four employees. 

\ir. Tuomas. Well, that is according to your figures, not mine. 

Mr. Frantz. Those include the ones in the field, I am sure. 


NUMBER OF OFFICE MACHINES IN THE DEPARTMENT AND FIELD 


Mr. THomas. How many are in the field and how many are in the 
District of Columbia? 

Mr. Franrz. I do not know. I do not have that. We have the 
records and we can readily present it to you. 

Mr. Tomas. Well, see if you can find that information. 

Mr. Frantz. On the three types of machines set forth on page 
M-10? 

Mr. Tuomas. Yes. 

Mr. Frantz. Departmental and field? 

Mr. Tuomas. Yes, the total number. 

(The information requested follows:) 
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Number of office machines 








Under 9 years} Over 9 years Total 
old old | otal 


Standard typewriters: 
Central office - - 
Regional offices. ._- 
Total on hand_-_------- 
Disposed of since budget was prepared 
Number in justification 
Calculators: 


Central office - 
Regional offices 


Total on hand_..- 


Adding machines: 
Central office - -- 
Regional offices - 


Total on hand_. ple abies 
Disposed of since budget was prepared 
Number in justification 


PURCHASE OF AUTOMOBILES 


Mr. Tuomas. What is the total number of automobiles in th 
agency now? 

Mr. Frantz. We started the year with 34, of which 3 were in 
Washington and 31 in the field. 

That was last July 1. Since then we have disposed of about 15 
We presently have 19 in active operation—16 in the field and 3 in 
Washington. Those are all practically beyond operating condition. 
Some of them are not permitted in operation on any trips of more 
than 50 miles because they might not get back. We estimate that 
by the end of this vear we will have disposed of another 5 or 6 cars, 
and will be down to 11 in the field remaining in operation and requiring 
replacement. 

Mr. THomas. Well, the table sets out that you will have 23 old 
vehicles and you are going to purchase 37 new ones; is that correct? 

Mr. Frantz. | think that number includes some outside the Office 
of the Administrator, Mr. Chairman. The purchases- 

Mr. Tuomas. That is agencywide? 

Mr. Frantz. Yes. 

Mr. Tuomas. The Office of the Administrator shows 33. 

Mr. Franrz. To purchase 33, of which 12 would be for replacement 

Mr. Tuomas. What total will that give you? 

Mr. Franz. Thirty-three. 

Mr. Tuomas. According to these figures you would still be using 
35 would you not? 

Mr. Franrz. Yes, you are correct. 

Mr. Tuomas. That would be a total of 35. 

Mr. Franvz. That is correct. 

Mr. THomas. Does it cost $6,500 a year to store these 35 auto- 
mobiles? 

Mr. Frantz. Well, it actually costs more than that, Mr. Thomas 
but a substantial part of that is chargeable to the reimbursement and 
working fund programs. 
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\fr. THomas. How many of those 35 are in the field? 

Mr. Frantz. They would all be in the field except three. 

\(r. Chairman, in connection with the automobile matter, I have 
had quite a detailed statement prepared on the condition of that 
equipment and the need for it, if the committee would care to have it 
forthe record. It sets forth very thoroughly what the problem is and 
why we feel it is more economical to purchase new equipment than it 
is to try to solve the problem by more use of personally owned auto- 
mobiles and common carriers. 

(The statement referred to follows: ) Bi 


OFFICE OF THE ADMINISTRATOR 7 


INFORMATION SUPPLEMENTING THE REQUEST FOR AUTHORITY To PURCHASE 
33 AUTOMOBILES DurRINnNG Fiscat YRBAR 1956 


The Office of the Administrator entered fiscal vear 1955 with a total inventory 
of 34 motor vehicles. Two passenger automobiles and one station wagon (con- 
verted to truck use for carrying mail and supplies between agency offices) were 
located in Washington for the use of the Administrator and other agency officials 
in necessary local transportation for which public transportation could not be 
economically or efficiently utilized. The remaining 31 vehicles, all passenger 
automobiles, were distributed between the 6 regional offices and an area office 
in San Juan, P. R. (See table I, attached.) These were used principally to 
furnish transportation to project sites for regular engineering inspection and 
supervision of construction projects financed in whole or in part with funds of 
programs administered by the Office of the Administrator 

Authority is requested in the Agency budget estimates for the purchase of 
33 new automobiles during fiscal year 1956. Twelve of this number will be 
required for the direct replacement of vehicles estimated as remaining in service 
on June 30, 1955. Twenty-one will be needed to fill transportation requirements 
formerly covered by cars disposed of during the current year. 

None of these 33 vehicles are scheduled for assignment in any locality which 
is now or will be served by General Services Administration motor pools during 
fiseal vear 1956, 

AGE, SERVICE, AND CONDITION OF INVENTORY 


As shown by table I, the 34 vehicles in inventory on July 1, 1954, each had 
furnished at that date an average of 8 years of service and had been operated 
an average of 74,400 miles. Table IIT (attached) shows that 8 of these cars had 
operated over 100,000 miles each. Of the entire inventory in use at July 1, 
1954, there remained only two vehicles which had not exceeded the General 
Services Administration’s standard for replacement either in accumulated mileage 
orin age, or both. The majority were in urgent need of major repair and parts 
replacement. A substantial number were considered unsafe for further use on 
the publie highway. Operating and maintenance costs on all but a few of these 
cars had risen progressively during the previous several years and were then ap- 
proaching a point where continued use, if not actually dangerous, would prove 
extremely uneconomical. 


DEPLETION OF INVENTORY 


Through February 28, 1955, breakdowns resulting either in irreparable damage 
or excessive repair and replacement costs have made it necessary (as indicated in 
table I) to retire and dispose of 14 of the vehicles in the July 1, 1954, inventory. 
Based upon a recent survey of condition, it is anticipated that six others will 
have to be disposed of before June 30, 1955. This will leave the Office of the 
Administrator at-the end of the current year with an inventory of 14 vehicles 
which were, on July 1, 1954, an average of 7.8 years old. Due to the further 
deterioration resulting from age and use, it is anticipated that 12 of those remaining 
in the inventory on July 30, 1955, must be disposed of during the early months of 
fiscal vear 1956. 

The 2 remaining cars, one 5 and the other 4 years of age, are presently in fair 
operating condition and have not accumultaed excessively high mileage. These 
Will be retained for further use. 
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PURPOSE AND DISTRIBUTION OF VEHICLES REQUESTED 


Of the 33 passenger automobiles requested in the budget estimates for fis 
vear 1956, 12 are for replacement of those which must be disposed of dur 
fiscal vear 1956. All but one of the remainder are to replace transportation fac 
ties lost by disposal of vehicles during the current vear. 

One additional car is needed to take care of the increasing field inspection aq 
supervision workload in the Puerto Rico area office. 


REQUIREMENT FOR AUTOMOTIVE TRANSPORTATION 


Table IIT, section A (attached) shows the volume of anticipated regular super. 
vision and inspection visits to be made by regional field personnel to the sites 
projects under construction during fiscal vear 1956. Section B of this table indi. 
cates the number of additional separate operations under the various programs f 
which regular supervision and inspection visits are not required, but whic 
require one or more trips annually by personnel stationed in the regional offic 

The supervision and inspection of projects under construction which ap 
financed in whole or in part by Federal funds advanced, loaned or granted loca 
communities and other public bodies is required to assure the effective 
economic use of these funds for the purposes intended by the Congress in making 
them available. Regular, recurring schedules of visits to each project under 
construction are maintained by engineering and other technical personne] 
all regional offices to advise local authorities on technical matters, furnish genera 
supervision of project construction activities and to inspect work in progress and 
completed. 

The frequency of project visits is determined by the type, size, and complexit) 
of the individual operation, as well as the extent to which it is believed loca 
authorities and the contractor involved can be relied upon to carry out ¢! 
project operation as approved. Normally, visits are expected to be made at least 
once each month during the construction period. Where considered necessary 
and consistent with staff available and workload, visits are scheduled at the rat 
of twice per month during the active life of projects. 

In many cases projects under construction are located in isolated areas or sma 
communities where direct public transportation is either not available or is 1 
scheduled at times or frequencies that will permit supervision and inspection to by 
carried out with available personnel. Under present circumstances, many project 
engineers, to properly discharge their responsibilities under the increasingly heavy 
load of work under construction, find it necessary to travel 1,500 to 2,000 miles per 
month. At this rate, the use of other than automotive transport would leave th: 
insufficient time and flexibility to meet even a minimum schedule for adequat 
protection of Federal interests on projects which they have been assigned t 
supervise and inspect. In many eases, due to scattered project locations ané 
inadequate transportation facilities, automotive transportation is the only means of 
avoiding substantial waste and added expense due to waiting for scheduled trip: 
of public transportation facilities and in indirect travel routes. 

On the basis of experience gained in the operation of projects under programs 
administered by the Office of the Administrator, it is considered that the avail- 
ability of automotive transportation is essential to the proper conduct of fi 
engineering supervision and inspection. However, other than Agency ownerslil 
of automobiles, such transportation might be to some extent made availa! 
through a system of General Services Administration motor pools or throug 
authorization of the use of employees’ personally owned vehicles. In additio! 
automobiles are available in all regional headquarters localities from commercis 
rental sources. These means have been considered in requesting authority ' 
purchase the 33 vehicles during fiscal year 1956. ‘ 

At the present time, the General Services Administration has a motor pool | 
operation at Denver, Colo. It is understood that at some future date it is planne 
to begin similar operations in Washington, D. C., New York, San Francisco, Dallas 
and Chicago. The use of transportation furnished by GSA at these locations ma 
assist, when it becomes available, in meeting the OA need if automobiles can 
made available for continuous assignment at locations considerably removed fr 
the motor-pool headquarters. For example, the six vehicles requested for use 
region V, within which the present GSA motor pool is located, are required for | 
use of field engineers working out of Kansas City, Little Rock, Baton Roug 
Oklahoma City, Albuquerque, and San Antonio. In no ease is it anticipated tha 


passenger automobiles will be stationed at or within reasonable distances of loc 
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vhere motor-pool services are available and can be adequately supplied to 
eet the need for continuous assignment required by OA operations. 
At the present time, the use of emplovees’ personally owned vehicles prov ides 
he means for necessary supplementation of transport supplied by Agencv-owned 
ment. However, all employees do not own automobiles and many of those 
ho do are unwilling to use them continuously for regularly se eee long ab- 
es from their places of residence. Few are able to supply the needs of their 
ilies for automotive transportation by purchasing a second car. Where the use 
ersonally owned vehicles made a condition of employment, it is believed that 
he OA would find itself in a difficult position with respect to recruitment of e ngi- 
g and other technical personnel who could easily obtain employmen 
dustry or other Feder: - positions without this requirement. Therefore, the use 
f personally owned vehicles for project supervision and inspection can, at best, 
e counted on only as supplementary to other means. On a comparative basis, 
he use of this type of transportation is also considered more costly than utilization 
f Government-owned vehicles. 
The hire of commercially rented vehicles to furnish the required transportatior 
has been investigated and it has been concluded that such action would pro 
ich more costly than the use of Government-owned equipment. 


COSTS AND AMORTIZATION OF CAPITAL OUTLAY 


During fiscal vear 1954 the cost of operation, maintenance, and storage of the 
{gency automotive equipment totaled $21,948. During the year the equipment 
vas driven 480,168 miles. This resulted in a cost per mile for transportation 
exclusive of depreciation) of $0.0457 

Had this transportation been provided by new equipment, or vehicles in 
relatively good condition, instead of by the cars averaging 8 years in age and 
74,400 miles in service, the operation and maintenance cost per mile would 

ndoubtedly have been substantially lower. Should it have reduced only to 
$0.04 per mile, the differential between this figure and the $0.07 per mile paid for 
travel authorized by personally owned es would more than cover the capital 
itlay over the life of new equipment purchased. For example, at an annual 
average Of 500,000 miles of project travel (it is expected OA will average at least 
this amount during the next several years) the difference between $0.04 and 
$0.07 per mile would result in a saving of $15,000 per vear. This saving in 
transportation expenses for project supervision and inspection would, in effect 
provide for amortization of the estimated $43,800 capital cost of the 33 vehicles 
requested in somewhat less than 3 years. If the vehicles were subsequently 
itilized only for the 6-year period of economical service life contemplated by the 
General Services Administration standard for replacement of Government-owned 
passenger automobiles, a net saving of nearly $50,000 in travel expense would be 
realized over the period. 

The use of either common carrier or the hire of commercial vehicles to accom- 
plish the necessary supervision and inspection functions of the OA would entail 
a substantially higher direct cost (estimated at approximately $0.09 per mile 
as well as some personal services expense due to the time lost because of scheduling 
problems in the use of common carrier. 

\ comparison of only the direct cost of such transportation, for the same annual 
mileage, appears to indicate that the use of Government-owned equipment for 
project visits would produce a saving of about $100,000 annually as compared 
‘ith travel by common carrier. Actually, the miles traveled where common 
arrier was used would be somewhat higher on certain projects due to indirect 
outing and the necessity for utilizing several interconnecting public transporta- 
(lon facilities. Based on the cost of public transportation or the hire of commercial 
transport. facilities, the use of Government-owned vehicles would produce a 
saving of about $400,000, after amortization of the capital outlay for the 33 
automobiles requested, during the 6-vear service period before replacement would 
be Warranted under General Services Administration standards. 
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II1.— Distribution of June 30, 1954, inventory of passenger-carrying vehicle 


by service and age 


« through June 30, 1954 





| 
isands of miles 
iriven vehicles| 


Age at June 30, 1954 


9 years | 8 years | 7 years | 6 years | 5 years | 4 years 
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Under 


4 years 


For replace- 
ment 


GSA stand- 
ard. 


For con- 
tinued 


Taste I1].—Estimated basis of field travel requirements for which transportation by 


motor vehicle is necessary during fiscal year 1956 


A. FIELD SUPERVISION AND INSPECTION ACTIVITIES 


| 
Estimated 
number proj- 
Program ects under 
construction | 
during year 


School construction: 
Federal projects... - - aa ‘ 
Non-Federal projects-..-------- 
slum clearance and urban renewal 
College housing. - ---- Seas 
Defense community facilities 
Public facility loans_. 


1, 700 10, 734 


B. OTHER FIELD ACTIVITIES REQUIRING TRAVEL ! 


Program 


‘lum clearance and urban renewal planning... 
Nonassisted urban renewal projects ; 
Urban renewal demonstration projects 

‘Than renewal planning assistance 

keserve of planned public works 


Total operations........-..---- 


Anticipated 
average 
inspections 
per construc- 
tion month 


Estimated 
| number con- 
struction 
months 


Estimated 
number proj- 
ect inspec- 
tions during 
fiscal year 
1956 


| 


550 

}, 800 
2, 500 
2, 000 
48 
270 


12, 168 


| Established 
| number of 

| applications 
| or projects 


147 
90 
50 
72 

, 275 


1, 634 


, Tr ivel by regional office technical and administrative personne] is required to consult with, advise, and 


j 


t local communities and other public bodies in the development of plans, the operation of projects, 
‘nd to assure the proper application of Federal funds advanced or granted by the agency for these activities 





1350 
PRINTING AND REPRODUCTION 


Mr. Tuomas. I notice your printing and reproduction item goes 
from $57,000 in 1955 to $75,000 for 1956, and that $27,000 is for 
your Agency annual report and also provides $25,000 for slum clear. 
ance and urban renewal technical bulletins and advisory materials. 

Mr. Frantz. Excuse me, Mr. Chairman, only $4,000 of the $27,000 
is for the annual report. That is a subtotal of the three items above, 

Mr. THomas (reading): 

This estimate provides $27,000 for the Agency annual report, legislatiy; 
reference material and the OA Manual Series, and other procedural and in- 
formational material. 

Mr. Franrz. That is correct. 

Mr. Tuomas. How many bulletins? It also provides $25,000 for 
slum clearance and urban renewal technical bulletins and advisory 
material; $4,000 for a comparative digest of subdivision control 
statutes; $15,000 for standard and agency forms, letterheads, binding, 
miscellaneous labels, decalecomanias, overprinting memorandum, 
et cetera; and $4,000 for agency reports on periodic housing statistics. 

How many publications are printed in the Office of the Admin- 
istrator? 

Mr. Frantz. Well, I do not know—I am not sure what would be 
included as publications for that purpose, Mr. Thomas. 

Mr. THomas. Well, call them whatever you want to, how many ar 
there, and what do they deal with? You have in the neighborhood of 
$46,000 to $47,000 worth, I believe, and I believe you said $4,000 
covers the annual report. 

Mr. Franrz. That is correct. 

Mr. THomas. You have $53,000 set up for all of them, so that 
must run around $47,500. 

Mr. Franrz. We do not have any 

Mr. Tuomas. Do you have copies of them, whatever they are, that 
shows what you are going to spend the $47,500 for? 

Mr. Franrz. Not for most of it, because most of it has not yet bee 
produced. We do not have many, Mr. Thomas, regular repetitiv 
publications. The annual report would be such a publication. The 
last line on page M-7 covers the cost of printing the regular monthly 
statistic reports 

Mr. THomas. $55,000—-vou have $55,000 excluding the manua 
releases, other procedural and informational material; legislat 
reference material, $3,000; then for your bread and butter items, you 
had the standard and agency forms, $8,000; letterheads, $3,000; 
binding, $1,000: miscellaneous labels, et cetera, $3,000. 


URBAN RENEWAL BULLETINS 


Mr. Cote. Mr. Chairman, I wonder if Mr. Follin might comment 
on some of the bulletins that will be needed in the urban renewal 
program? Would you like to comment on that, Mr. Follin? 

Mr. Fouirn. Mr. Chairman, in connection with the urban renewa 
program to which the previous discussion has referred, I had intended 
to touch briefly on this matter of technical bulletins. The 1954 
Housing Act promises the cities certain aids and assistance in formi- 
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lating workable programs for the elimination of slums and blighted 
areas, and certain technical assistance in working up their own local 
projec ts. 

We have in mind that the cheapest way we can perform these 
services would be to perform them as far as we could through 
printed materials. In fact, $25,000 would not pay for much more 
than 2 people with suitable traveling expenses 

\r. Tuomas. They would be taken care of under the travel item? 

Mr. Foutury. Well, I was just comparing the $25,000 which you 
might say would put out 10 pamphlets that could be given w idespread 
distribution to cities which ask for them. I might bring to the table 
here for your reference one of the first of these pamphlets which has 
been printed and which seems to us is the only economical way to do 
the work. 

Mr. Tuomas. You have $20,000 set up for 1955—rather $23,000. 

Mr. Foti. Is that set up in 1955? 

Mr. THomas. You have here manual 

Mr. Foti. Yes. 

\Mr. THomas. Other procedural materials 

\ir. Foturn. Yes. 

\ir. Toomas. And then you have informational material. 

\Ir. Foturn. Yes; we have a very extensive manual which is fur- 
nished to local agencies who handle the slum clearance and urban 
renewal. 

\Ir. THomas. Did you say very expensive? 

\Ir. Foturn. Extensive. 


COST OF MANUAL RELEASES 


\r. THomas. What would that cost? 

Mr. Forum. Mr. Frantz would have to give you the cost. 

Mr. Frantz. The $20,000 estimate for manual materials is on the 

d line of that table, Mr. Chairman. 
. Tuomas. To whom does that go? 

Mr Frantz. That goes to the local people, the local public agencies, 
and it also is used in the ce ntral office and in the regional offices whic] 
have to have access to the laws and procedural materials for these 
programs. 

However, let me say that the $20,000 is not all in connection with 
irban renewal requirements. It covers the entire manual series of 
he Office of the Administrator including the volume of the statutes 
which we make available to our own service and to a few people like 
the committees up here which have use for them. It also includes 
the procedural materials for the college housing and other operating 
programs. 

Mr. Pumures. Why is this volume I when there is apparently no 
volume I]? 

Mr. Franz. It is volume I of a series of volumes, volume II con- 
tains general policies and procedures of the Administrator and organ- 
izg fe ee information as well as agencywide materials. 

Volume III is the administrative practice manual; and so on. 
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AGENCYWIDE PROGRAM SUPERVISION AND COORDINATION 


Mr. Tuomas. Mr. Reporter, will you insert in the record at this 
point, pages B—1 and B-2? 
(The pages referred to follow:) 


OFFICE OF THE ADMINISTRATOR: AGENCYWIDE PROGRAM SUPERVISION AND 
CooRDINATION 


Reorganization Plan No. 3 of 1947, which established the Housing and Home 
Finance Agency, defined the responsibility of the Administrator as ‘general 
supervision and coordination of the functions of the constituent agencies.”’ 

At that time, the Office of the Administrator had no other functions.! In 
recent years, the Congress by legislation and the President by reorganization 
action have vested in the Administrator direct responsibility for the operation 
of a considerable number of major and minor programs having to do with housing 
and community facilities, and these operating programs, when assigned, have 
been successively integrated into a single administrative organization both in 
Washington and in the field. 

In the meantime, the function of general supervision and coordination has 
continued as a basic responsibility of the Office of the Administrator, although 
in total the operating programs have grown so as to constitute some five-sixths 
of the budget in terms of staff and annual expenses. Through the fiscal year 
1954 the budget requirements for Agency supervision and coordination have 
varied only slightly—virtually the entire increase in the dollar amount being 
attributable to salary increases enacted since 1947. 

During the current fiscal year, however, the Congress has assigned two sub- 
stantial new categories of duties to the Administrator which are presented in 
the budget as part of the overall task of Agency supervision and coordination. 
These are the conduct of a consolidated investigation and compliance activity 
for the Agency as a whole, provided for in the Independent Offices Appropriation 
Act, 1955, and certain new and specific supervisory duties assigned to the Admin- 
istrator for the coordination on an agencywide basis of the broadened urban 
renewal program authorized by the Housing Act of 1954. 

For the sake of clarity, the actual and estimated costs for the overall activity 
“‘Agencywide program coordination and supervision” are presented in the budget 
broken down into 3 parts: individual estimates for the 2 new functions specified 
above, and a separate figure for the comparable cost in 1956 of the supervisory 
activities carried out under this activity title in past years’ budgets. The 
comparison for the 3 vears is as follows: 


Actual, Estimate, | Estimate, 
5 5 1956 


Agency wide program coordination and supervision: 
General agency supervision $845, 621 $876, 000 | $951, 00 
Consolidated compliance activities_- 46, 600 215, 000 | 275, OM 
Agencywide coordination of urban rene wal activities a 90, 000 | 354, 000 


Subtotal ee i eaten acacia | 892, 221 | 1, 181, 000 | 1, 580, 000 


pe THOMAS. There i is one paragraph here, if you will permit me to 
single out and read, which states: 


During the current fiscal year, however, the Congress has assigned two sub- 
stantial new categories of duties to the Administrator which are presented in the 
budget as part of the overall task of Agency supervision and coordination. These 
are the conduct of a consolidated investigation and compliance activity for the 
Agency as a whole, provided for in the Independent Offices Appropriation Act, 
1955, and certain new and specific supervisory duties assigned to the Adminis 
trator for the coordination on an agencywide basis of the broadened urban renewal 
program authorized by the Housing Act of 1954. 


1 With the exception of those ering war and defense housing provided under the Lanham and related 
acts, operating responsibility for which had been delegated to the Public Housing Administration. 
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[ think that is the paragraph from which springs the 40 pages that 
follow. I note here on page B-2, a statement where you break down 
the agencywide program. 

Then you have consolidated compliance activities; $46,600 for 1954 
and $215,000 for 1955, and estimated $275,000 for 19! 56. By virtue 
of the language in the Independent Offices Appropriation Act of 1955, 
plus a couple of paragraphs in the Senate committee report this was 
set up? 

Mr. Cous. As I said originally, Mr. Chairman, the compliance 
setup came about by reason of the President’s directive that the 
constituent units must not investigate themselves, in an effort to have 
a completely independent investigative body. 

Mr. Tuomas. Now, you are using the word “compliance” and you 
used the word “investigation” a while ago. 

Mr. Cots. No; it means not only investigation—— 

Mr. THomas. And you have very properly brought out that you 
had a lot of other duties besides investigation. 

@ Mr. Cour. Primarily, it is investigation. There will be a very 
small unit for inspection, but it would not duplicate any activities of 
the constituents. There would be a very small unit of inspection. 


StuM CLEARANCE AND URBAN RENEWAL PROGRAM 
CAPITAL GRANTS FOR SLUM CLEARANCE 
Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663 


1954 actual | 1955 estimate | 1956 estimate 


propriation or estimate $20, 000, 000 $39, 000, 000 $60, 000, 000 
pl lied to contract authorization. saiieiale .| —20, 000,000 | —39, 000, 000 —60, 000, 000 
ct authorization, permanent de finite. ___- 100, 000, 000 eee a ? 
obligate d balance brought forward (contract authorization) 321, 607, 857 387, 915, 491 305, 915, 491 
lotal available for obligation --- -- 421 , 607, 857 387, 915, 491 305, 915, 491 
nobligated balance carried forward (contract authorization) _/—387, 915, 491 305, 915, 491 —142) 915 , 491 


Obligations incurred ...............<..«..<. . P 33, 692, 366 2, 000, 000 163 , 000, 000 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estims 


ed balance brought forward (contract authorization) $70, 392, 143 $84, 084, 509 $127, 084, 509 
ene Pe Do s aie ied 33, 692. 366 82, 000, 000 3, 000, 000 


104, 084, 509 166. O84, 5O9 4), OR4, 509 
d balance carried forward (contract authorization)_...| —84, 084, 509 127, 084, 509 230, O84, 509 


‘otal expenditures (out of appropriation to liquidate 
contract authorizations, paid into revolving fund) --- 20, 000, 000 39, 000, 000 60, 000, 000 
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Pusiic Dest AUTHORIZATIONS 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


| | 
1954 actual | 1955 estimate | 1956 estimat 


Authorization to expend from public debt receipts (perma- | 

nent) $250, 000, 000 
Unobligated balance brought forward (authorization to e xpend 

from public debt receipts) 694, 168, 709 | $891, 373, 546 $767, 939, 64 
Repayments, cancellations, and recovery of prior year obli- | 

gations. _- ; 4 2, 27 >, 194 14, 366, 100 | 29, 353, 00 





Total available for obligation 946, 444,903 | 905, 739, 646 | 
Unobligated balance carried forward (authorization toe xpend 
from public debt receipts) —891, 37 3, 546 —767, 939, 646 


Obligations incurred (loan commitments) 55, 071, 357 137, 800, 000 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estima 


Obligated balance brought forward (authorization to expend 
from public debt receipts) $27, 831, 291 $70, 626, 454 
Obligations incurred during the ye ar. 55, 071, 357 137, 800, 000 


82,902,648 | 208, “426, 154 | 
Repayments, cancellations and recovery of prior year obli- 
gations —2, 276,194 | —14, 366, 100 
Obligated balance carried forward (authorization to ‘expe ond 
from public debt receipts) ---.- - - mk a —70, 626, 454 | —187, 060, 354 


Total expenditures (out of prior authorizations—paid 
into the revolving fund) - - San 10, 000, 000 7, 000, 000 | 
| 


Mr. Tuomas. Let us take a look at your slum clearance—urban 
renewal. This is your biggest activity, is it not? 
Mr. Cougs. Yes. 
Mr. Tuomas. It calls for $3,235,000 for 1956, against $2,387,50 
for 1955 
GENERAL STATEMENT 


Mr. Fouurn. Mr. Chairman, if you are now ready to take up the 
urban renewal program, I have a prepared statement here whic! 
introduces the program, describes the new activities, and summarizes 
what is in the budget 

Mr. Tuomas. We will be glad to have it for the record. 

(The statement referred to follows:) 


SraATEMENT OF J. W. Fouuin, URBAN RENEWAL COMMISSIONER 


The Administrator has already described to you the steps which the Agen 
has taken on an overall basis to equip itself for the difficult and import: - tush 
of administering the provisions of the Housing Act of 1954. I should like tot 
you briefly of the significant accomplishments which have taken place in | 
Urban Renewal Administration as a part of these overall Agency preparatio! 
and plans, and to forecast the direction and major emphasis during the next ! 
months of the slum clearance and urban renewal and the urban planning assistal 
programs. 

On March 3 of last year before the House Committee on Banking and Curren 
I made the following statement: 

“It is difficult to estimate with any degree of accuracy what the volum 
activity under the new program may be. During the first year following ' 
enactment of the new legislation, it is safe to assume that much preparatory Wo! 





1355 


will have to be done by the local communities in studying their local situations, 
developing workable programs, organizing their staffs and machinery, and other- 
wise getting ready to undertake the broad-scale programms of the type contemplated 
inder the provisions of the bill.”’ 

The experience during the 6 months that have passed since the Housing Act of 
1954 became law has certainly borne out the validity of that prediction. But on 
the whole, I am gratified with the progress we have made during this period. 
Between October and the middle of January, we planned and carried out the 
transfer of our field forces from Washington to the newly created and reconstituted 
regional offices which were established by the Administrator’s Reorganization 
Order No. 1. I am pleased to report that despite the understandable personal 
reluctance of many to move, this decentralization was accomplished with a very 
small loss of trained and skilled personnel and with a minimum disruption of 
operations, 

In my judgment, a decentralized basis of operations is necessary for the effective 
and economical administration of the urban renewal program. For it is in the 
field that the programs and skills of the Agency can be most intelligently and 
realistically directed toward the goal of helping localities help themselves in 
facing up to the problems of slums and urban decay. In recognition of this fact, 
and in accordance with the requirements of section 101 (d) of the Housing Act 
of 1954, the Urban Renewal staffs of the six regional offices are now actively 
responding to the requests of communities for technical assistance to help them in 
the preparation of workable programs and urban renewal plans. 

Concurrently with the decentralization of field forces, the former Division of 
Slum Clearance and Urban Redevelopment has been reconstituted as the Urban 
tenewal Administration with appropriate regroupings of personnel to respond to 
the demands of the new programs. <A Director of Urban Planning Assistance 
has been appointed to assist the Commissioner in administering the grant-in-aid 
program authorized by section 701 of the 1954 act. A Demonstration Program 
Branch has been created to assist in carrying out the provisions of section 314 of 
the Act relative to demonstration projects and an Lrban Renewal Service Branch 
has also been established to provide the field staffs with technical bulletins for 
carrying Out the urban renewal service promised localities by the act. 

To assist us in formulating and perfecting our plans, policies, and procedures, 
we have relied heavily upon the talents of many experts from outside the ranks of 
the Federal Government. We have sought and obtained the advice of the Urban 
Renewal Advisory Committee which was appointed by the Administrator on 
September 4, 1954, and which consists of the executives of 24 professional, trade, 
public interest, and public administration organizations. During this period 

‘have also consulted with the officials of such organizations as: 

\merican Council To Improve Our Neighborhoods (ACTION, Ince.) 
\merican Municipal Association 

American Society of Planning Officials 

\ssociation of Metropolitan Organizations 

Association of State Planning and Development Agencies 

National Association of Home Builders 

National Association of Housing and Redevelopment Officials 
National Association of Real Estate Boards 

The United States Chamber of Commerce 

United States Conference of Mayors 

Of course, major emphasis during this period has been placed on the develop- 
ment of policies and procedures for the administration of the new programs. 
Much has already been accomplished. I would be less than candid if I did not 
admit that much more remains to be done. Our objective is to develop our policies 
and procedures in such a manner that they can be consistently applied throughout 
the country—despite the variety of State and local laws; that they will result in 
the maximum delegation of authority to the regional offices consistent with the 
objective of uniform program administration; and that they will enable projects 
'o move ahead as rapidly as localities are prepared to carry them out. A part of 
this problem has been to help localities make adjustments which are necessary on 
their part,-and which frequently include both the creation of widespread under- 
standing and support and the securing of additional legal authority to undertake 
comprehensive urban renewal programs. 

Now a few words about the work that lies ahead for the next 16 months. 

As you know, the Housing Act of 1949 provided Federal financial assistance 
for the planning and execution of projects designed to clear slums and to make 
land available for uses specified in locally approved redevelopment plans. This 
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in itself is an extensive program. As of January 31, 1955, it encompasses 273 actiys 
projects—91 in the execution stage; 92 in the advance ‘planning stage; and 90 j; 
preliminary planning. Throughout the balance of this year and the next we shai 
continue to concentrate on the task of working with localities that initiated projec; 
under the old law with the objective of beginning fiscal year 1957 with a 
practically all, old style projects moving ahead with their development ale. 
takinys—activities involving land assembly, relocation of families, clearance o 
structures, installation of streets, utilities and other public facilities, and site 
improvement, and return of the land to productive reuse. 

Accomplishment of this objective will call for an unusual effort on the part 
urban renewal staffs, both in the field and in Washington, but I am confident thg; 
the effort will be successful. 

Projects initiated under the 1949 Act represent a substantial investment 
Federal funds. Based upon a recently completed inventory, we have today egy. 
markings for projects which, together with provision for a reasonable reser 
aggregate $430 million of the ‘original $500 million capital grant contract authori. 
zation, the great bulk of which amount involves old style projects. As vou knoy 
the Congress has previously appropriated $67 million of these funds authorize; 
for grant payments. Our estimates contemplate that these funds will have be 
disbursed by the close of the current year. For fiscal vear 1956 the steady ad. 
vance of old law projects will require the estimated disbursement of an additiong 
$53 million of capital grant moneys. Future disbursements will, of course, con- 
tinue to be made under policies and procedures which safeguard the interest of t! 
Federal Government. Especially in anticipation of the fact that the bulk 
these disbursements will represent partial or progress payments to be made agains 
estimated total capital grant payments, the amount of each payment will be based 
upon the actual progress made in the carrying out of a project and a prudent factor 
of safety. 

In our workload estimates, projects stemming from the Housing Act of 194! 
will predominate for only a comparatively brief period. There is impress 
evidence that localities of all sizes throughout the country have been making i) 
necessary preparations to qualify for assistance under the greatly expanded pr 
visions of the Housing Act of 1954. There is a big differe1.ce in emphasis bet) 
these old projects and the type of projects authorized by the Housing Act of 1{54 
The new type projects emphasize the prevention as well as the elimination of s! 
and blight. They encompass rehabilitation and conservation as well as clearai 
They permit the upgrading of entire neighborhoods. 

As you know, the law requires that before a locality can benefit from the urbai 
renewal aids provided for in the act, it must first recognize the dimensions of its 
own problems in terms of the causes and extent of urban decay; it must asses 
the tools and resources locally available which can be mobilized to do the job that 
must be done; and, finally, it must demonstrate to the Administrator that it hass 
workable program in terms of an official plan of action for effectively dealing wi 
the problems of slums and blight and for establishing and preserving a wel: 
balanced community with well-organized residential neighborhoods of decett 
homes and suitable living environment for adequate family life. 

We know of almost 60 cities in all parts of the Nation which are hard at work 
developing their workable programs. Eleven cities—ranging in size from Chicag 
Ill., to Eufaula, Ala.—have already obtained the Administrator’s certificati: 
having workable programs. Interest in the workable program is growi! 
the result of a single mention of the workable program in a privately pubiis! 
newsletter of December 31, 1954, the Agency received requests for near|) 
copies of a pamphlet on the workable program from a wide variety of civic « 
izations, governmental officials, and others. 

Before this fiscal year is out we anticipate that American communities will ha 
sought and obtained approval to proceed, with Federal assistance, with t! 
ning of a considerable number of urban renewal projects aimed at the upgradi' 
of large segments of urban communities. We anticipate processing app 
for close to 100 such projects in fiscal 1956. Assistance in the analysis of neit* 
borhood problems, advice, and counsel on the revision, modernizatio! 
expansion of local codes and ordinances, and other related types of assistance’ 
have to be provided to some of these communities involved through the ur 
renewal service provided under the act. We believe that, in some communi 
there has been sufficient understanding of the local causes of blight and det 
long-standing slums, accompanied by a sufficient planning and marshaling of 
resources, for a start to be made on the execution of at least a handful o! 
renewal projects before the lapse of many more months. In anticipation 0! s 
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an early start, 1956 estimates include $5 million for the initial payments of capital 
grants to new sty le urban renewal projects. 

Although only a comparatively few months have gone by since the passage of 
the Housing Act of 1954, there has been considerable response from American 
cities. Applications have been received or are known to be under preparation 
for almost .70 projects conceived largely within the framework of the urban re- 
newal amendments to title I. Adcitional communities have also indicated the 
intention to convert existing slum-clearance projects into broader scale urban re- 
newal projects. Urban renewal personnel, both in the field and in Washington, 
will, therefore, be increasingly engaged in helping communities in their efforts to 
prepare and carry out plans for conservation and rehabilitation, supplemented 
hy clearance as appropriate, for the purpose of broad neighborhood improvements. 

Considerable interest has been shown in the new Federal aids for urban renewal 
even on the part of communities where there is no immediate intention for the 
undertaking of projects assisted uncer title 1. In some communities, initial urban 
renewal efforts are expected to involve no Feceral assistance beyond the use of 
the new FHA urban renewal mortgage insurance provisions. Uncer the law such 
assistance can be mace available only to communities which have obtained the 
Administrator’s approval of an overall workable program, as well as his approval 
of an urban renewal plan for the neighborhood involved. We anticipate a con- 
tinuing workload in processing workable programs and urban renewal plans for 
such communities. ae our major workload in connection with the prepara- 
tion and processing of workable programs and urban renewal plans will arise in 
connection with urban renewal projects to be assisted under title I. It will also 
be necessary to reexamine workable programs annually to determine if certifica- 
tion renewals are justified. 

A new feature of the work in furthering the improvement of cities is the demon- 
stration grant program authorized for the first time in section 314 of title I. As 
you know, this is the provision of the law which authorizes the Federal Govern- 
ment to make grants to public bodies to assist them in developing, testing, and 
reporting methods and techniques, and carrying out demonstrations and other 
activities for the prevention and elimination of slums and urban blight. We have 
been consulting a number of people from many fields—municipal officers, re- 
development and planning officials, homebuilders, realtors, and others—about 
the best way to apply the $5 million of title I capital-grant funds we are authorized 
to allocate for demonstration projects. Our estimates are that $2 million will 
be paid in 1956 under contracts for Federal grants to assist this type of project. 

The response of State, metropolitan, and regional planning agencies to the 
urban planning assistance program authorized in section 701 has been surprising. 
This again is a new provision of the law. It authorizes grants of Federal funds 
to aid in the provision of planning assistance to small municipalities (under 25,000) 
by official State planning agencies, and to aid in the conduct of metropolitan or 
regional planning work by official State, metropolitan, or regional planning 
agencies. In my judgment, it should be regarded as a necessary adjunct of the 
overall urban renewal program. Applications for contracts involving more than 
$250,000 of Federal assistance have already been received and additional applica- 
tions involving nearly $1 million of Federal assistance are under preparation. 
Considering the comparatively short time the State and regional agencies have 
had to work out the details of matching the Federal contribution, this is an 
impressive response. Today it appears that only 18 of the 26 States with official 
planning agencies presently have statutes authorizing the provision of planning 
assistance to municipalities. The availability of the assistance authorized in 

tion 701 will, I believe, encourage additional States to enact legislation strength- 

ing local, metropolitan, and State planning, and permitting participation in 
he Federal-aid program. 

As a final word, I should like to emphasize a point which cannot be overempha- 

1. The urban renewal program is fundamentally and necessarily a local 
gram. The role of the Federal Government is not so much that of a leader as 

a partner. We must develop policies and requirements which will give inspira- 
tion, direction, and confidence to the tremendous, if sometimes latent, resources 
of American community leadership. The one thing that has impressed me more 
than any thing else during my travels about the country during the past year and 
a half is the enthusiastic determination of civic, professional, business, and financial 
ership in American communities to do something bold and imaginative—and 
to do it before it is too late—to conserve the economic, social, and cultural values 
of American cities. It will take a great effort on the part of the Federal Govern- 
ent in its partnership role to match this local drive and to be ready to give 
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guidance, when guidance is needed and requested, and to provide financial 
assistance for worthwhile projects when all other conditions have been met an 
without which assistance the projects could not be realized. 


Mr. Tuomas. I note this language on page C-2: 


The new program continues financial assistance in the form of advances and 
loans and capital grants for localities proposing to clear slums and blighted areas 
and to provide for sound redevelopment. The act also extends similar financig) 
assistance to projects which will prevent slums and stop deterioration of neighbor. 
hoods so that eventually a community may catch up with its problem of slum 
clearance. 

Give us the financial picture here. Where did you get your money 
for operation and what amount of money do you have? What about 


urban renewal and how much money is involved in that? 


GRANTS 


Mr. Franrz. There is $500 million authorized in grants—grant 
commitments—Mr. Thomas, under title I. There is, in addition 

Mr. Tuomas. All right. The act of 19 54 did not change that. 

Mr. Franz. No. 

Mr. Tuomas. $500 million and that is all grants. 

Mr. Frantz. That is right. Then besides that— 

Mr. Tuomas. Is that for outright grants? 

Mr. Frantz. Very briefly, sir, it is a grant for two-thirds of th 
aggregate net project cost, which is the amount of the deficit or 
writedowns on these projects. It would require, therefore, that the 
local community, in cash or in kind, make up one-third of that loss 
as local grants. 

Mr. Tuomas. Those are appropriated funds or Treasury funds? 

Mr. Frantz. Those are appropriated funds. 

Mr. Tuomas. What is the other big half of the program? 


TREASURY BORROWING AUTHORIZATION 


Mr. Frantz. There is an additional authorization to borrow from 
the Treasury up to $1 billion for making temporary loans to local 
public agencies to undertake slum clearance and urban renewal 
projects. That authorization may be used in either of two ways: 
Either the money may actually be borrowed from the Treasury and 
loaned to local public agencies, or it can be used in the form of a com- 
mitment against the $1 billion, which may be used by the local publi 
agencies as security to borrow money in the private market. 

Mr. Tuomas. How much of the $1 billion authorization has been 
used? 

Mr. Franvrz. As of January 31, the commitments against it amount 
to $144 million—commitments actually made and approved. 

Mr. Tuomas. You go right directly to the Treasury for that? 

Mr. Frantz. That is right. 

Mr. Tuomas. Does the Congress ever pass upon any of those loans: 

Mr. Franvrz. On the loans? 

Mr. Tuomas. Yes. 

Mr. Frantz. Well, in a sense, Mr. Thomas—the operation of that 
lending authority is set forth in the corporate-type budget, which 
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submitted under the Government Corporation Control Act. It is 
therefore presented to the Congress as a part of the budget. 

Mr. THomas. In advance? 

Mr. Frantz. Yes; it does not require, however, that the Congress 
take action to permit that borrowing authority to be used. 

Mr. Tuomas. It is a complete giveup on the part of the Congress 
over the control of a billion-dollar fund. Or, stating it in another term, 
it is a blank check to the Administrator of the Housing and Home 
Finance Agency for a billion dollars? 

Mr. Cots. It would not be, in my judgment, quite a blank check, 
Mr. Chairman, when there would be a referral each year to the Con- 
cress through the budget justifications system. 
~ I might say tu you, however, that it is a policy which gives the 
Administrator a great deal of flexibility, without question. 


CONGRESSIONAL CONTROL OF EXPENDITURES 


Mr. Tuomas. In the military construction program, the Congress 
required that before any expenditures are made for projects A, B, or 
C, the services must come to the congressional committees of the 
House and the Senate for their approval. Do you know of any good 
reason why the Office of the Housing Administrator should not be 
required to do the same thing? 

Mr. Coir. Mr. Chairman, on a policy basis, let me say this, that 
certainly as Administrator, I would welcome—and I mean this very 
sincerely—I would welcome Congress assuming the responsibility in 
this field. 

Mr. THomas. I do not blame you; if I were the Administrator, | 
would too. 

Mr. Cot. But I do want to say one thing once more; I must say 
to vou that a certain amount of flexibility is necessary to carry out 
the objectives of the statute and of the program. Now, the balancing 
of that flexibility with the necessary control which Congress might, 
and should, assume for the program, is a complex question. I don’t 
think there is an easy answer to it. 

Mr. THomas. Are you in any different position than the armed 
services with respect to the construction program? 

Mr. Coir. I would like Mr. Follin to comment on that a moment, 
because I think it is very important that the Congress retain control 
over the authorization of the funds. I will not disagree with you for 
a moment— 

Mr. THomas. Then there will not be any argument. I could cite 
2 or 3 more examples but since there is no argument 

Mr. Coe (interposing). I must put in one other word, Mr. Thomas, 
and that is there must be flexibility in the program. That is neces- 
sary, and whatever control the Congress wants to, and should, 
assert, is perfectly acceptable with us, provided that is understood. 

Mr. THomas. The Army wanted flexibility and they get it too; 
and in a program where the figures could run into hundreds of millions, 
or maybe billions, of dollars—and in the lease-purchase program of 
the General Services Administration and the Post Office Department; 
yet before those commitments are made, the Appropriation Commit- 
tees and the Public Works Committees of the House and the Senate 
must approve them, because it calls for the ultimate expenditure of 
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money. The examples are legion and many throughout the Gover. 
ment, and most of them accepted. I know of no place where th and 
Congr ess absolutely abdicates power over the purse strings as it has dev 
in the Housing and Home Finance Agency. Here is one good ¢y. like 
ample and the other one is in the low-cost housing, but that iS not dit 
quite to the extent that this is; that has been taken care of in othe; J"! 
steps. no! 
I 
Age 
aie 
sma 
bac 
or I 
loal 


REPAYMENT OF TEMPORARY LOANS 


Mr. Foti. Could I add, one phase of this matter of loans whic) 
(lifferentiates it somewhat from the other programs to which you haye 
referred; most of the loans under this $1 billion authorization are 
temporary loans. Thay are for the purpose of providing the city 
with working capital—the money with which it can buy an area or 
areas, which are to be cleared and redev eloped. 

Mr. Tuomas. Does not this graduate into about a 50-50 grani 
before you are through? 

Mr. Fouuirn. No; the loans are repaid from the grants and from 
proceeds from the disposition of project land, so that the loans are not 
of policy importance as I see it in your discussion here, except such 

Mr. Tuomas. Anyway, the money is taken out of the Treasury, i 
it not? 

Mr. Fotuin. No; in most cases, the money does not come from the 
Treasury. The Government pledges the loan and most of the money 
is secured in the private market for one-third or one-fourth of the 
Government interest rate. 

So actually the demand upon the Treasury out of this $1 billion 
loan authorization has been very small; it is much less than some peopl 
expected when the program was first set up. 

Mr. Tuomas. In the final analysis, when it is settled, is it set up BB pos 
on the books as an asset or a liability? \ 

Mr. Four. It is set up as a liability, in that any time the city - 
could ask for the money. But it should be understood that it is 3 bali 
temporary loan and is repaid when and as the project is completed. of k 

Mr. Puruuips. If the chairman will permit this interruption: I do 
not see but what vou are saying the same thing the chairman _ 
you lend a certain amount of money, whether you lend it in cash 
lend it in credit; we have a liability there. What percentage of all 
these loans, either in #he form of money or commitments, go into actual 
grants? 

Mr. Fouurn. The loans are repaid from grants- 

Mr. Paruuipes. I understand. 

Mr. Fouiin. You are concerned with the expenditures from thi 
‘Treasury; the grants would be used to repay the loans. 

Mr. Puiiurrs. Can you not tell us approximately how many 0! 
these are loans which are not just grants to a city; that is, where wi 
are given a note, or where we get back some repayment in money? 

Mr. Foun. Yes. 

Mr. Puiturpes. What I want to find out, as a following questio! 
How many of these initial loans do we ever get paid back? 

Mr. Foun. The only loans that we do not get back, Mr. Phillips 
are some of those that are made for planning—advances for surveys 


loar 
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and planning—they are only repayable out of a project which actually 
develops and therefore has a grant made. There has been something 
like $1 million that has been made available for projects under con- 
ditions where planning for projects was started but they have been 
suspended at some time, and unless they are resuscitated, there will be 
no way that the money can come back. 

It was contemplated in the 1949 act that it was desirable for the 
Agency to advance planning funds in spite of this possibility. The 
amount, compared with the total operation under the program is very 
small. But that money is the only loan money that may not come 
back. All other loans will be repaid by the grants and other funds, 
or by a definitive loan. There is a provision in the act for definitive 
loans and—— 

STATUS OF LOAN COMMITMENTS 


Mr. THomas. How much did you say the loans have been to date? 

Mr. Frantz. The commitments—— 

Mr. Fouur. I think Mr. Frantz gave you a figure of $140 million 
plus. 

Mr. Franrz. The actual commitments were $144 million—— 

Mr. Toomas. What date is that? 

Mr. Frantz. As of the most recent date I have—these figures are 
as of January 31, 1955. 

Mr. THomas. Yes. 

Mr. Franrz. At the present time, there is actually outstanding, of 
Federal cash, $38.2 million. 

Mr. Tuomas. What part of that has been repaid? 

Mr. Frantz. That was after repayment of the outstanding 

Mr. THomas (interposing). You used a figure of $144 million. You 
mean all of it has been paid now except the $38.2 million? 

Mr. Frantz. No; the $144 million is the loan commitments, and 
not all of that has been disbursed as yet. There is still an undisbursed 
balance on those commitments. There are outstanding $38.2 million 
of Federal loans and an additional $28.9 million of guaranteed private 
loans. 

Mr. THomas. What part of those have been liquidated? 

Mr. Frantz. None of those have been liquidated. Those are bal- 
ances outstanding on January 31. There may have been some small 
repayments since then. 

Mr. Tuomas. Against a total of $144 million? 

Mr. Frantz. In commitments, that is correct. 


URBAN RENEWAL PROJECTS 


_Mr. Tuomas. We will insert at this point page C—5 of the justifica- 
tions, dealing with urban renewal projects. 
(The statement referred to follows: ) 
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Estimates of program activity and workload, urban renewal projecis 


Cumulative 


New activity 
tivity | activity 


1955 1956 1955 


Workable programs: 
Original certifications ‘ : 5 110 
Recertifications- - -- ; 80 
Urban renewal projects: 
Nonassisted projects: Urban renewal plans approved 
Assisted project 
Project planning: 
Approved. 
Completed 
Status of active approvals, end of period 


(a) Preliminary planning 
(0) Final planning 


Project execution: 
Approved... > 10 
Completed “ 
Status of active projects, end of period | 10 | 50 
(a) Grant payment received 10 
(6) No grant payment received 10 4() 


Mr. Tuomas. I notice you have here for 1956, 225 original certifi- 
cations against 115 for 1955. You say this is a cumulative activity 
This table does not mean very much to me in the language of the text 


REQUIREMENTS FOR WORKABLE PROGRAM CERTIFICATION 


The language here on page C-6 says: 

In order to fulfill the requirements of the act, a workable program must 
agency policies, commit the locality to the attainment of the following ess 
objectives for the city as a whole. 

Now, this is the workable plan you are talking about, and without 
a workable plan you do no business with them. 

One, the adoption of a comprehensive system of codes and ordnances 

Mr. Coxe. If I may interrupt—— 

Mr. Tuomas. Certainly. 

Mr. Coxe. We do no business under the new urban renewal re- 
quirements. 

Mr. Tuomas. That is what I mean. [Continuing:] 
which prescribe adequate minimum standards of health, sanitation, and 
under which dwellings may be lawfully occupied. 

That is where the Federal Government really steps into the running 
of the city? 

Mr. Coir. No; may I say, Mr. Thomas, that we do not. 

Mr. Tuomas. You are not, but you have the authority? 

Mr. Coir. No; no. 

Mr. Tuomas. To make them conform to the Federal pattern? 

Mr. Cone. No. 

Mr. Tuomas. Or else they do not get their hands on the mone) 

Mr. Core. No, that is not 

Mr. THomas. And— 


Second, the formulation and official recognition of a comprehensive g° 
plan for the community as a whole. 
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And if they do not comply with those standards, they do not get 
the money. 

Mr. Cote. No, that is not correct. 

\Mr. Tuomas. And— 


Three, the establishment and preservation of sound, healthy neighborhoods 
of decent homes and suitable living environment for adequate family life. 


And if you do not do that, you do not get any Federal funds; and 
we are the judge of whether you do that or not. 

And under No. 4, you lay down some more plans that if they do not 
live up to, they do not get Federal funds. 

Now, as I say, this table did not mean very much to me. Let us 
cet over to your workload for this year. 


PROJECT PLANNING 


You have assisted projects and under that you have projects in 
planning and approved, and under that for 1955, you have 10, against 
50 estimated for 1956; or does that mean that you have a carryover 
of 10 and an estimate of 50 for 1956? 

Mr. Frantz. Mr. Chairman, in the setup of this table, the first 
two columns show the new activity estimated in each year. 

In the last two columns are the cumulative activities in the program 
during the 2 years. 

\Ir. THomas. Yes. 

Mr. Frantz. That is, in the first line, we would expect to certify 
115 workable programs for this year; and 110 for next year. 

\lr. THomas. Yes. 

Mr. Franrz. Which gives a cumulative total of 225 by the end of 


56. It works that way all the way down. 


PROJECT EXECUTION 
Mr. THomas. Well, let us get over to your project execution. That 
vere you finally do business? 
Mr. Frantz. Yes. 
Mr. THomas. For 1955 you had 10. 
\lr. Franrz. We estimated 10; yes, sir. 
\fr. THomas. And how many applications did you have; 115? 

Mr. Frantz. There is a difference between a workable program 
and & project 

Mr. THomas. You might say that is the total number of applica- 
tions and from that you have fanned it down until you got 10 out of 
the pack, and out of the total how many did you turn down? 

Mr. Corr. Mr. Chairman, you must remember that we are just 
how starting ; these are projects —— 

Mr. THomas. How many did you turn down? You have been set 
up for a given period in 1955, and during that period how many 
were filed and how many were approved? 

Mr. Frantz. As of today, Mr. Thomas, for project execution 
which is the stage that comes after planning—we have neither ap- 
proved nor disapproved any project. None of them have reached 
(lite that stage. 
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Mr. Tuomas. You have been in business a year 

Mr. Franz. (interposing). This is only the new program. 

Mr. Tuomas. Yes, but you have been in business since last August: 
have you not? 

Mr. Cots. Yes, Mr. Thomas, but may I point out—— 

Mr. Tuomas. How many in the new program? 

Mr. Cour. That is what I was trying to 

Mr. Tuomas. The program has been going on now for 6 or 7 
months—you have not done any business yet? 

Mr. Cote. Well, it is expected—let me point out to you, Mr. 
Thomas, that these are very complex and difficult programs to carry 
out. Beginning with the Housing Act, when the program was set 
up in 1949, the title I program, the first money paid out under that 
was two and a third years after the law was passed. It takes a long 
time. 

Mr. Tuomas. During that period, the administrative cost has been 
about $3% million, and where do you show you are doing any business? 


NUMBER OF APPLICATIONS 


Mr. Fouiur. Mr. Chairman, could I supply the figures? As of 
February 18 there were 19 applications for approval of project plan- 
ning that had been received under the new program, and there were 
48 in preparation in the cities, as we know, because we have been 
asked to participate in the preparation. That would be a total of 67 
applications under the new program. 

Mr. Tuomas. You had 19 submitted to you? 

Mr. Fouurn. That is right; 19. 

Mr. Tuomas. And you approved 10 of them? 

Mr. Fouurn. We do not have the record here showing how many 
were approved but—— 

Mr. Tuomas. Your table shows 10. 

Mr. Fouurn. That was the estimated workload for this year in the 
new program. But more than 10 will have been approved for plan- 
ning by the end of fiscal year 1955, which is what the workload data 
in that table shows. 

Mr. Tuomas. You have an estimated figure here of 40. 

Mr. Frantz. For next year. 

Mr. Tuomas. For 1956? 

Mr. Fouurn. Yes. 


Mr. Tuomas. You have an estimate of 10 for 1955. 
Mr. Foun. Yes. 


BASIS FOR DISAPPROVING APPLICATIONS 


Mr. THomas. What is the basis on which you would turn down 
these cities? . 

Mr. Fouurx. We would turn them down for obvious lack of eligi- 
bility; if the locality is unwilling to make the commitment to pay 1ts 
share of the cost; or for lack of authority on the part of the city to 
carry on the program. There are many other reasons. 

Mr. THomas. If you do not like their health standard—— 

Mr. Fouuin. No. 
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Mr. THomas. Or if you do not like the yardstick they use, they do 
not get the money? 

Mr. Fouuin. It would be mostly, Mr. Chairman, a lack of ability 
on the part of the city to carry out the program. 

Mr. Tuomas. Your answer is that it is in the statute, and you did 
not make the statute; is that what you are saying? 

Mr. Fouxin. That is true, Mr. Chairman. 

Mr. Cote. Mr. Chairman, you asked a question of — 

Mr. Tuomas. It is in the statute now that you have to be satisfied 
with these codes and rules and regulations that you set up. 

Mr. Corr. Yes, but you must say that there are certain very 
minimum requirements which are set up. May I say that we have 
advised the cities, advised the people working in this program, 
of our attitude that the city will do the program ‘loc ‘ally. The effort 
which the Housing Act of 1954 is intended to sustain is that developed 
locally by local initiative, by local desire, local enthusiasm, rather 
than direction out of W ashington. It is supposed to stimulate local 
activity, and not to supplant the local judgment by the Federal 
Government. The whole program is set up to stimulate and encour- 
age local activity, local judgment, rather than Washington judgment. 

Mr. THomas. Provided they meet with the Washington yardstick? 

Mr. Corz. The Washington yardstick is not—if you use the word 
in terms of actual measurement, that is not the way the program is 
set up. The latitudes and variations are wide. There is a require- 
ment that the community face up to the problem and determine that 
they have the local desire and will carry out urban renewal; that 
they will meet certain financial responsibilities, that they do need 
city planning—not that the Federal Government shall tell them how 
or where, or under what circumstances, or what kind of coordination 
they shall establish. 


FINANCING OF URBAN RENEWAL PROGRAM 


Mr. Tuomas. Mr. Reporter, at this point, please insert pages 16 
and 17 in the record. 
(The pages referred to follow:) 
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SLUM CLEARANCE AND URBAN RENEWAL 
Program financing 


[000 omitted] 


1955 estimate 1956 estimate 


| Planning) Project re Planning| Project 
we . : Total 4 : ore 
advances loans advances loans 


ADVANCES AND LOANS 


Commitments: 
Outstanding at beginning $8, 405 | $100,095 | $108, 500 $11, 805 
Commitments executived 7,800 130, 000 137, 800 10, 625 
Commitments canceled or written off —600 0 —600 —400 
Commitments retired 3,800 | —25,000 | —28, 800 —6, 500 
Outstanding at close 11, 805 205, 095 216, 900 15, 530 
Utilization of commitments: 
Federal advances and loans: 
Outstanding at beginning i, 362 , 740 32, 102 6, 062 
Disbursements. 3, 800 33, 000 36, 800 10, 000 
Repayments 3,800 | —24, 000 27, 800 —6, 500 
Writeoffs __- 300 0 300 200 
Outstanding at close }, O82 34, 740 4), 802 9, 362 
Non-Federal guaranteed loans: 
Outstanding at beginning 16, 814 814 45, 
Disbursements- 44, 000 44, 000 60, 000 
tepayments 15, 000 15, 000 20, 000 
Outstanding at close 45,814 | 814 85, 814 
Total utilization at close. , 80, 554 86, 616 9, 362 149, 55 
CAPITAL GRANTS 
Commitments: 
Outstanding at beginning 92, 683 
New contracts executed: 
Slum clearance projects- 35, 000 
Urban renewal projects - - 5, 000 
Demonstration grants- 2, 000 
Disbursements: 
Slum clearance projects. : , 099 
Urban renewal projects- 0 
Demonstration grants 500 


Commitments outstanding at close 127, 084 


CAPITAL GRANTS 


Keeping step with the rapid progress into the execution stage of projects co! 
menced under the original terms of title I, disbursements of Federal capital grants 
for such projects are estimated at $53 million in the budget vear, compared t 
estimated cumulative disbursements at the close of the current vear of $66.5 
million. Such disbursements are expected to include final payments for 
projects including partial payments for an additional 66 projects. An additior 
$5 million is also projected for the budget vear for the first partial payments 
Federal capital grants to the urban renewal projects reaching the execution stag 
in the current year. Also in the case of projects which did not require titl 
loan commitments, the bulk of the projected Federal capital grant payments 
be applied to the liquidation of project borrowings, with consequent reductio! 
in Treasury disbursements. 

Additional payments in the form of Federal grants for urban renewal purposes 
are projected in fiscal vear 1956 in the amounts of $2 million in connection wit 
demonstration projects under section 314. 

Thus, total capital grant requirements for the fiscal vear 1956 are estimated at 
$60 million. The total is the sum of 


Capital grants for slum clearance projects 
Capital grants for urban renewal projects 
Demonstration grants 


Total. --. a 


Mr. Tuomas. What is the total number of your capital grants tha! 
you expect to make in 1956? You say for 1955, $47 million. And 
you set out a figure here of $60 million for capital grants in 1956. 

Mr. Fouuin. For grant payments. That is the method under whic! 
the partial payments are made. 
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UNOBLIGATED—UNEXPENDED FUNDS 


\fr. Toomas. What is your unobligated balance of the $500 million 
or unappropriated, I should say? 

Mr. Frantz. Unappropriated? 

\fr. Toomas. Yes. 

Mr. Frantz. The appropriation to date is, $67 million through this 
vear 

\ir. THomas. You mean you have $67 million on hand now? 

Mr. Frantz. $67 million has been appropriated from the inception, 
ves. 
' Mr. Tuomas. Yes. 

Mr. Frantz. Plus $60 million in the estimate, which would make 
$127 million. 

Mr. Toomas. How much do you have on hand of the $67 million 
unexpended? 

Mr. Franrz, Approximately $45 million was unexpended as of 
January 31. 

Mr. Tuomas. I note this language on page C-17: 

Keeping step with the rapid progress into the execution stage of projects 
ommenced under the original terms of title 1, disbursements of capital grants for 
such projects, are estimated at $53 million in the budget year, compared to esti- 
mated cumulative disbursements at the close of the current year of $66.5 million. 
Such disbursements are expected to include final payments for 22 projects including 
partial payment for an additional 66 projects. An additional $5 million is also 
projected for the budget year for the first partial payment of Federal capital grants. 


CAPITAL GRANTS BY LOCALITIES 


Where are these grants; do you have a list of them, and a state- 
ment showing where they are made? 

Mr. Frantz. We can get it for you, Mr. Thomas—that is, a list of 
all of those that have been made to date. 

Mr. THomas. Will you put that information in the record? 

Mr. Frantz. Yes. 

Mr. THomas. I noticed it was in last year and the year before that. 

Mr. Frantz. Yes. 

(The information requested follows:) 
_ (NorE.—As shown in the following brief summary table, $53 million of the 
‘60 million requested is expected to be used for grant payments on projects 
being carried out under title I without regard to the 1954 Act amendments, as 
provided by section 312 of the 1954 act. $7 million is expected to be used for 
grants on urban renewal projects and for demonstration grants under section 314: 


Disbursements by fiscal years 


New urban Demonstra- 
renewal tion 
projects projects 


Old-style 
project Ss 


$127, 000 $119, 500 $5, 000 


7, 818 7, 818 
11, 583 11, 583 
47, 599 47, 099 
60, 000 53, 000 


Activities under the provisions of the 1954 act are still too new to permit project- 
Sy-project estimates with respect to the $7 million. Such estimates with respect 
to the $53 million for old style projects are set forth in the table which follows: 
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EXPENDITURES OF GRANT PROGRAM 


\lr. THomas. You are not seeking an appropriation this year for 
an additional $60 million for this purpose are you? 

Mr. Frantz. $60 m’Jlior , yes. 

\ir. Tuomas. Plus the $45 million carryover? 

Mr. Cote. Yes. 

Mr. Tuomas. Well, you have only obligated $60 million and you 
certainly would not need over $60 million, ‘when you have $45 million 
inobligs ated now out of the $67 million. 

Mr. Frantz. Not unobligated—unexpended. 

Mr. Tuomas. It is all obligated? 

Mr. Frantz. Yes. 

Mr. THomas. When will the obligations come due? 

Mr. Frantz. The obligations for grant payments under this pro- 
oram, Mr. T homas, do not have a specific due date, except in the sense 
that they finally become due when- 

Mr. Tuomas. They are due when you approve the plan, are they 
not? 

Mr. Frantz. No, sir; no grant payment is due at that time. 

Mr. Toomas. When is it due? 

Mr. Frantz. The act authorizes a system of progress payments, 
di —_ -the course of the project. Would you discuss that, Mr. Follin? 

. Foun. It can be paid at the end of the project or in partial 
- ale keeping step with the acquisition of the land and the making 
of the necessary public improvements preparatory to selling the land, 
and so forth. 

Mr. THomas. How much are you going to spend of the $45 million 
during the fiscal year 1956? 

Mr. Fouutrn. We think it will be spent this vear. We take the most 
current information on the status of all projects and their rate of 
progress and eligibility for grants, and estimate the amount of grant 
money that will be required. 

We can give you exactly, if you would like for the record, our caleu- 
lations on which we base the $60 million. 

Mr. Tuomas. I think it would be well to have that. 


ESTIMATE OF LOANS TO BE MADE 


Mr. Tuomas. How many loans are you going to authorize from 
lere on through fiscal 1956? 

Mr. Foturn. It is a little hard to say, Mr. Thomas. It will depend 
upon Whether the communities want the loans or not. Some of them 
rould not use it. New York City, for instance, uses its own money; 
they did not have to have any loan from us whatsoever on their con- 

[t all depends upon how the work goes and the amount that 
the city wants. Our estimates assume that $81 million would be the 
mount that would be required. 

“Mr Tuomas. In actual cash loans? 

Mr. Fouurn. Yes. 

Mr. Toomas. You set up in round figures $60 million for 1956. 

Mr. Franrz. That is in guaranteed private loans. 

Mr. Foti. Yes, it was out best estimate of the workload. 
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LIMITATION ON AMOUNT OF GRANT 


Mr. Tuomas. What is the limitation on what you can loan to any 
one city? 
Mr. Denise. You mean the total amount we can loan to a city? 

Mr. Tuomas. Yes. 

Mr. Fouurn. There is no limitation on the total loan to any one 
city that I can think of. 

Mr. Tuomas. Is there a limitation on the grant you can give? 

Mr. Fouury. There is a limitation in the law on the amount of 
grant which can go to any one State, which is 10 percent of the total 
authorization. 

Mr. Tuomas. But not to any one city in the State? 

Mr. Foun. Not to any one city; no. 

Mr. Tuomas. In other words, you can lend one city the entire 
10 percent? 

Mr. Fouurn. Well, it could be done if it were the only city that 
was doing any urban renewal in the State. But I can say that I do 
not think we would authorize the entire amount to any one city. 

Mr. Hunter. I believe the 10 percent limit includes the loan 
figure as well. 

Mr. Tuomas. Covers both the grants and the loans? 

Mr. Hunrer. Yes. 


DEMONSTRATION GRANT PROGRAM 


Mr. Tuomas. What about your demonstration projects? That is 
new. 

Mr. Fouurn. Under section 314—— 

Mr. Tuomas. That is a new activity; two-thirds of the grant out 
of $5 million funds? 

Mr. Fouurn. Yes. So far there has not been any allocation made 
under the new activity approved in that connection. We are study- 
ing the matter very carefully and we have asked the advice of the 
local people. 

Mr. Tuoomas. That is the $5 million? 

Mr. Foun. $5 million; yes. 

Mr. Tuomas. What is your workload to date? 7 

Mr. Fouurn. So far, we have not approved any applications, and 
there is no workload on that except perhaps a dozen tentative applica- 
tions which are pending. 

Mr. Tuomas. You have a figure of $2 million and a figure of $3 
million for 1956. 

Mr. Fouurn. Yes. 

Mr. Tuomas. How much money have you spent on that work? 

Mr. Foun. We have spent practically no money. We have 2 or 
people working on it. We have a few applications which are being 
very carefully——— ; 

Mr. Tuomas. What are they doing? This is the policy office; whal 
are they doing? an 

Mr. Fotury. The purpose was to make the best techniques 1n this 
field available outside our regular program, to test techniques and (0 
demonstrate methods of urban renewal, how to carry out the ver! 
many phases of the problem. 
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We have had applications from several cities which would like to 
test methods of property appraisal in organized neighborhoods in 
which renewal is going to be carried on, and some other related things, 
We are considering them but none of them has been approved. 

We want to go into this particular activity very carefully, and we 
will put out no money unless it can be utilized to get information of 
value to Many cities throughout the country. After all, we can carry 
on urban renewal programs in any city by advances for plans. We 
will make no section 314 grants where the work can be done as a 
regular project under title "I. We probably will make some before 
the end of the fiscal year. I doubt if we quite reach the base which 
is shown in that report for 1955 but we expect we will for 1956. 


SLUM CLEARANCE PROJECTS 


Mr. Tuomas. Let us take a look again at slum clearance. 

Mr. Fouurn. Yes. 

Mr. Tuomas. Turn to page C-12 which we will insert in the record. 
(The table is as follows:) 


Estimates of program activity and workload, slum-clearance projects 


New activity Cumulativeactivity 


1956 | 1954 1955 | 1956 





‘s inning: 
Approved 
I" ated or converted to urban renewal proje cts. 
Completed - 
Status of active approvals, end of period_- 





(a) Preliminary planning | 104 
») Final planning _103 





Project execution: 
Approved 
lerminated 
Completed 
Status of active projects, end of period 


Grant payment received _-_........_.--- 
No grant payment received__- 


In your workload table you have the projects in planning, and under 
urban renewal projects, have you the number that were completed, 
which are the ones where actual business was transacted? 

Mr. Fotitrn. No. 

Mr. THomas. Then you have projects executed, approved and 
completed —— 

Mr. Foti. Yes. 

Mr. Toomas. With the grant payments. 


STAGES IN PROCESSING OF PROJECTS 


Mr. Fottry. That is divided in two phases: First, the planning of 
the project; and, second, of execution, which is after the contract is 
given for a Federal grant on the project. In the first phase we ap- 
prove the project on general lines as eligible for planning, then we 
uvance funds for the plans. Sometimes the city plans with its own 


08616—55—pt. 2 37 





1374 


This table shows the progressive steps going through the process— 
first, approving the project to make sure that it is an eligible project 
before the advances for plans are approved. 

Then it goes on through completion of the plans, and in that stage 
it is divided into preliminary plans and final plans—in those two phases 
of the planning process. 

Now, as to the projects that go into execution—in project execution 
the grant has been approved, and they are ready to acquire the 
property, clear it, and make the necessary site improvements. Grant 
payments are authorized as the project is executed, and where they 
have made sufficient progress to qualify, then partial payment js 
made on the grant. 

Mr. Tuomas. When it comes to borrowing money, that comes 
directly from the Treasury. What is that used for? 

Mr. Fouurn. Wherever they borrow money from us, they will use 
it for working capital and that is paid back from project funds, 
including the grants. 

Mr. THomas. What is the total loan volume anticipated for 1956: 
how many different projects, for instance, will use these funds? 

Mr. Foun. The loans? 

Mr. Tuomas. $159 million, based on experience to date, of which 
$73 million is federally loaned and $86 million is privately guaranteed 
loans. Those are the loans, making up that total? 

Mr. Foun. Yes. 


SIZE OF PRESENT PROGRAM 


Mr. THomas. How many projects will this cover and where will 
they be located? How many do you have now in your program’? 

Mr. Foun. We can supply that information for the record if you 
like, Mr. Chairman. Of course, some of the projects that are just 
now coming in; that is, the applications that are just now coming in 
under this program 

Mr. Cote. May I make one comment there? 

Mr. Tuomas. Certainly. 

Mr. Cote. I have figures showing 273 projects in 200 cities. 

Mr. Frantz. There are 182 in planning at this time, Mr. Thomas; 
and 91 in the execution stage. Of course, by next year, when the 
temporary loans are being made, many of those 182 that are now in 
the planning stage will have been approved for the execution stage. 

Mr. Tuomas. What is the total amount of money that you have 
loaned to date, say, through calendar year 1954? That is set oul 
here in the table on page C—16; that is covered in the column under 
““Commitments,”’ $216,900,000; is that the overall figure? 

Mr. Frantz. Yes; that is the total of the anticipated loan com- 
mitments outstanding at the beginning of 1956. 

Mr. Tuomas. That begins with the 

Mr. Frantz. That is made up of $11.8 million for planning and 
$205 million of temporary loan commitments. 

Mr. Tuomas. Planning advances—is that the loan or is that the 
grant of funds you have just given me? 

Mr. Frantz. No, they are not actually loans 

Mr. Txomas. For plans? 
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Mr. Frantz. Planning advances become payable only when the 
project is approved for execution. 

Mr. Tuomas. The total figure for 1956, $282 million; in another 
part of the budget is set out $158 million. Then you have a total 
gross, I presume, in here of $283 million. You say, $158 million, up 
here, in one place, and then in another place you have commitments 
$283 million. 

Mr. Foturn. The $158 million is net Federal loan commitments—— 


AMOUNT OF FEDERAL LOANS 


Mr. Tuomas. You use that figure a little further back, which shows 
about 50 percent of the non-Federal, and the other 50 percent—the 
total is a little bit confusing—of the total amount of money you are 
going to loan in fiscal year 1956. The figure is a little confusing. 

Mr. Franrz. The actual Federal direct lending in 1956 is about $80 
million, as I reeall; $10 million of advances and $70 million of loans. 

Mr. Fouuin. $81 million. 

Mr. Tuomas. $81 million? 

Mr. Foun. Yes. 

; Mr. Tuomas. How much are you going to guarantee, and where are 
the projects that are to be guaranteed? 

Mr. Frantz. $60 million. 

Mr. Tuomas. So the figure of $158 million is correct, is it not? 

Mr. Frantz. Yes. 

Mr. Tuomas. What do these figures on this table mean? You 
have one figure of $282 million which you have set up for the fiscal 
year 1956. 

Mr. Frantz. A great deal of that will not be actually disbursed 
during the year. The loan commitment on these projects, covers a 
development period of 2 or 3 or 4 years, and only a part is disbursed 
nn any 1 year. 

Mr. Tuomas. This is broken down into two main categories: 
advances—planning advances—and loans. Do you have any other 
subdivision under this? 

Mr. Frantz. Planning advance and temporary loans—that is the 
subdivision of loan funds. 

Mr. Tuomas. Yes. 

How many subdivisions would you have for these grants? 

Mr. Frantz. The grants—well, you have a $5 million limitation for 

his demonstration.grant program. 

Mr. Tuomas. Out of the $500 million program? 

Mr. Cote. Just that one, yes. 

Mr. Tuomas. That comes within the same $500 million for grants? 

Mr. Frantz. Yes. 
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URBAN PLANNING 





ASSISTANCE PROGRAM 








UrsBAN PLANNING GRANTS 






Amounts available for obligation 





















1954 actual | 1955 estimate | 1956 esti 











Appropriation or estimate $1, 000, 000 34, 000. Ow 
Unobligated balance carried forward 






Obligations incurred ] Jai sid haat . ‘ 1, 000, 000 O00. Ky 






Obligations by activities 





Urban planning grants: 
NIN Seo ak wl ars haa es ae anaes ox wate l Ge Wo atl xe eae GRE a ee $1, 000, 0M 
Pepe et! ielccae Steve et hctwened hae eee ia See eh ee ee 3, 000, 000 








Obligations by objects 





11 Grants, subsidies, and contributions: 
I ia ae 6 inks Gh cs scar as Sawdon eee salen ede ees ee ee $1, 000, 00 
cn a ewe eae wake ood ea eee as ttn wee 3, 000, 00 









Analysis of expenditures 










1954 actual | 1955 estimate | 1956 estima 










Obligated balance brought forward _ _- -_-- . ST ee , : $5 
Obligations hieurred Guring the yuer........ ..---. 2... cbf. ae ceude $1, 000, 000 
en saa) 1, 000, 000 
Obligated balance carried forward oon tes . : —500, 000 1 000 
Total expenditures _.....-- wath ci ‘i bs 500, 000 | 2,5 





Expenditures are distributed as follows: | 
Out of current authorizations a 500, 000 | 2 ii 
Out of prior authorizations =). M8 





1 


Mr. Tuomas. Mr. Reporter, we will place page C-18 in the recor 
at this point. 
(The matter referred to is as follows:) 






URBAN PLANNING ASSISTANCE PROGRAM 





Section 701 of Public Law 560 authorizes $5 million in matching grants 
to exceed 50 percent of the estimated costs—to State planning agencies to pri 
planning assistance to cities under 25,000 population without adequate plan! 
resources, and to official State, metropolitan, or regional planning 
empowered to perform planning work in metropolitan areas. Planning assisia 
may be extended to help finance such activities as surveys, land use studies, 2 
the preparation of urban renewal plans as contemplated by the broadened 
renewal program authorized in the act. Urban planning assistance ma) 
made, however, for the planning of specific public works. 

The sum of $1 million has already been appropriated, and the progra: 
budget year contemplates the appropriation of the remaining $4 milli 
authorization to support stepped up activity. An immediate result of th 
gram is expected to be reflected in an increasing concern by smaller urb: 
munities with plans to correct poor environmental urban conditions so as 
future growth and development under sound community objectives. 
due to financial limitations comparatively little assistance of this sort 
furnished by the States to their smaller communities. A major limit: 
been the fact that only 18 of the 26 States with official planning agencies 
possess statutes authorizing the provision of planning assistance to mu 
It is anticipated that the demand by smaller cities in most States for 
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e under the section 701 program will result in strengthening of existing 
planning assistance programs and the establishment of such agencies i: 
‘tates where they do not now exist. 

ilar result is expected in the field of metropolitan and regional area 

The comparatively small number of official agencies currently i 
ce is expected to be augmented by additional agencies with planning 
sibilities adequate to deal effectively, on a broad-area basis, with such 

viously neglected problems as control and coordination of development in 
rporated areas on the fringe of metropolitan boundaries. 

tracts executed in the current year are expected to provide for a program, 

atching State support, of approximately 18 months duration. The con- 

s anticipated under the appropriation for the budget year are expected to 

le for small-community and metropolitan and regional-area planning 
tance programs extending over a somewhat longer period. 

The program estimates for the current and budget years, as presented in the 
following table, reflect these assumptions. It is anticipated that contracts for 
assistance to small cities will be executed with 12 official State planning agencies 
n 1955, with 20 additional contracts in 1956. Some 15 contracts, providing 
assistance for metropolitan and regional area planning, are expected to be executed 
in 1955, with 25 additional contracts in 1956. 


Estimate, Estimate, 
1955 


with State planning agencies: 
er approved __- sass ee : eae 12 
nt =a acon eames Ga awe ioe . ; $450, 000 31, 300, OOO 
ursements z “ ; aie $225, 000 | 31, 100, 000 
leted contracts ; ae 10 
h metropolitan regional planning agencies: 
r approved_____- eead ip lain: ata 15 


nt 


25 
; a : $550, 000 | $1. 700, 000 
ursements . : Sat 42 $275, 000 | $1, 400, 000 
leted contracts : k ae bincabd a, i | 12 


Mr. Tuomas. Let us take a look at urban planning assistance. 
There is a limitation of $5 million here, and that is a 50 percent grant, 
Is it not? 
Mr. Fouturn. Yes, sir. 
Mr. THomas. To cities under 25,000? 
ecord \ir. Four. Yes, sir. 
‘Tuomas. That is in the budget this year at $4 million? 
. Frantz. That is correct. 
. Tuomas. These are appropriated funds? 
. Frantz. Yes, sir. 


VoLtunTARY Home MortrGaGcs Crepit PRoGRAM 


Mr. THomas. Let us look at the voluntary home mortgage credit 
program. We will insert page D—1 in the record at this point. 
(The matter referred to is as follows:) 


VoLuNTARY Home MortGcace Crepit PRoGRAM 
INTRODUCTION 


Title VI of the Housing Act of 1954, enacted August 2, 1954, provided for a 
oluntary home mortgage credit program to facilitate the flow of private funds 
or FHA-insured and VA-guaranteed home mortgage loans into small and remote 
breas Where there normally may be a shortage of local capital or inadequat 
ustitutional facilities, and into the financing of housing for minority groups 
ithout area limitation. 
rhe program, sponsored by private organizations active in the home financing 
nd home construction fields, was designed as an experiment in cooperation be- 

e Federal Government and private industry. Under the act the Govern- 
| provide continuing staff assistance, space, and related facilities while 
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private industry will provide on a voluntary basis the membership of the national 
and regional groups necessary to the operation of the program for policy formula. 
tion and industry collaboration. 

To the extent that the program is successful, the demands for special assistance 
on the part of the Federal Government—through such facilities as the direct loan 
program of the Veterans’ Administration and the special assistance functions of 
the rechartered Federal National Mortgage Association—will be minimized. At 
the same time, positive progress will be made toward the objective of fostering 
home ownership. 

Organization for program operations has now been almost completed. The 
national committee has been appointed and has established broad outlines for 
policy and administration. Selection and organization of regional committees 
has been completed, and recruitment for special staff assistance is well under way, 
It is estimated that operations will accelerate gradually during the last half of 
the current year. The budget program for fiscal 1956 forecasts a full year of 
activity. 

METHOD OF OPERATION 


In accordance with the provisions of title VI, the program will be administered 
by a national committee with the Housing and Home Finance Administrator 
serving as chairman. While the act provides for regional subcommittees, a sig- 
nificant degree of confusion has occurred over the use of this term and it has been 
determined that the regional organizations should be known generally as regional 
committees. 

In developing the plan of regional organization, the national committee was 
guided by the provision of law which stipulates that the regions shall conform 
generally to the pattern of the Federal Reserve districts. Sixteen regions have 
been set up with regional boundaries similar to those of the Federal Reserve 
System, but adapted to the extent necessary to meet operational requirements of 
the program and to permit maximum industry participation. 

The membership of the national and regional committees is broadly representa- 
tive of the principal segments of the housing and home financing industry. Al! 
members serve on a@ voluntary basis. The national committee and the regional 
committees have no authority to make loans, but they are committed to assist 
applicants in obtaining insured and guaranteed loans from private lending 
institutions. 


Mr. Tuomas. You have the country broken down into 16 regions. 
Mr. Cote. Yes. 
Mr. Tuomas. I notice this language. 


Title VI of the Housing Act of 1954, enacted August 2, 1954, provided for 4 
voluntary home mortgage credit program to facilitate the flow of private funds 
for FHA-insured and VA-guaranteed home mortgage loans into small and remote 
areas where there normally may be a shortage of local capital or inadequate 
institutional facilities, and into the financing of housing for minority groups 
without area limitation. 


In other words, this is an effort by the Government to get private 
funds into these dry areas, so to speak. 

Sixteen regions have been set up with regional,boundaries similar to-those of 
the Federal Reserve System, -but adapted to the extent necessary to meet opera- 
tional requirements of the program and to permit maximum industry participation. 

The membership of the national and regional committees is broadly repre- 
sentative of the principal segments of the housing and home financing industry. 
All members serve on a voluntary basis. 

You pay the administrative cost? 


Mr. Cote. Yes. 


NET RESULT OF VHMC OPERATION TO DATE 


Mr. Tuomas. What has been the net result of.the operation so far? 
Mr. Viner. I have some figures here on that, Mr. Chairman. | cat 
give these to you or supply them for the record. 
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These figures are partly estimated. The reason for that is that we 
have a biweekly workload report not quite complete, and I got this by 
word of mouth from three of the offices. 

We have had a total of 3,263 pieces of paper up through the month 
of February—that is cumulative for all offices open, depending on the 
time when they were opened. 

We now have 1,163 assistance applications in proeess. 

There have been a number of rejections so far. Taking the figures 
on that table, the difference between the number of applications re- 
ceived and the number of applications referred to financing institut- 
tions will give you, roughly, the rejections. 

Mr. Tuomas. You have had about 60,000 applications from vet- 
erans, and about 100,000 applications from minorities, is that correct? 

Mr. Viner. I do not think I understood the question. 

Mr. Coie. That is the estimate. 

Mr. Viner. Yes, it is an estimate. It is a very rough estimate be- 
cause the only thing that we can really put our finger on at this point 
is approximately the number of VA applications. 

Mr. Toomas. How many loans have you actually made? 

Mr. Viner. Five. 

Mr. Tuomas. That is by private enterprise? 

Mr. Viner. Yes, sir. 

(The tables are as follows:) 


The voluntary home mortgage credit program 
SEMIMONTHLY, FROM FEB. 15, TO FEB. 28, 1955 


[Figures partly estimated] 





. ) 
Owner- | Lender ap-| Builder 


| 
. | 
aries | plicants | applicants | Total 
S| 
| 





Number of assistance applications received_______- 

Number-oftassistance applications referred: to financing 
institutions _ _- shia craig wrloen Skin oaae 1 5 906 

Number-of loaris made-_--..._......--- Slits itech eal, ‘ d 0 3 


3 | 6 | 647 


Number of inquiries received ___- — | 32 | 62 330 
= . 
| 





1, 886 
0 


CUMULATIVE TO FEB. 28, 1955 





Number of inquiries received 789 213 
Number offassistance applications received: ________-...-- 850 5 

Number of assistance applications referred to financing 
institutions 1, 146 
5 


4 
e) 
2, 790 223 
$49, 700 0 








ADMINISTRATIVE EXPENSES 


Mr. Tuomas. We will insert at this point in the record the table 
at the bottom of page D-9. 
(The matter referred to is as follows:) 


ADMINISTRATIVE EXPENSES 


The estimate of administrative expenses for the voluntary home mortgage 
credit program is $585,000 for the budget year. This figure may be compared 
with the $300,000 estimate for organization expense and initial operations during 
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part of the current vear. Essentially, the budget estimate contemplates e 
ance of the 1955 staff objective for the full year 1956. 

As indicated in more detail above, the national committee staff is est 
to consist of 5 persons and the regional committee staffs at an average of 3 
for a total of some 53 full-time positions assigned to direct operations. In addi- 
tion, as provided in the statute, the permanent staff of the Office of the Ad: 
trator will contribute such additional staff assistance as may be required for t¢] 
performance of the Administrator’s duties as chairman of the national com 
and generally for the suecessful operation of the program. 

The following table summarizes the administrative expense requirement 
the current and budget years: 





Estimate, 1955 Estimate, 


| | 
Man- | Man- 
i a Amount far 
years years 


Personal services 
Central office staff: 
National committee _- é $22, 400 
Other 5.6 34, 300 
Regional committee staff 20. § 166, 800 
Total__ ‘ ° ‘ ; £224 223, 500 
Other objects_-_- eiaal 76, 500 


Total estimate _ _- ple dae sean 300, 000 


PERSONAL SERVICES 


Mr. Tuomas. This table shows an estimate for personal services 
for 1956 of $436,600 with 61.9 man-years against $223,500 and 29.6 
man-years for 1955. With the “Other objects” added it runs your 
cost for 1956 up to $585,000, against $300,000 for 1955. 


OTHER OBJECTS 


Your “Other objects” total $148,000, against a personnel cost o! 
$436,000, or almost 25 percent. 

Mr. Frantz. Let me explain that briefly. The act authorized 
transportation and not to exceed $25 per diem for the travel of com- 
mittee members while attending committee meetings. We have 
provided in 1956 for the possibility that we may have to make those 
payments, although so far our experience has been in this very short 
time that many of the members are not making any claim for per 
diem. But we have provided for it, and that does produce an ab- 
normally high travel cost. 

Mr. Tuomas. There is no breakdown of your “Other objects’ at 
all; at least I have not found it. 

Mr. Frantz. That travel cost shows in the travel table on page 
M-3, I believe it is. You will notice two lines for the travel there, 
for the voluntary home mortgage credit program, Mr. Thomas 
About halfway down that table there is one line for travel by the 
national committee and the regional committee staffs. 

Mr. Tuomas. $52,000? 

Mr. Franvz. $24,000 for staff travel, and $52,000 for travel by 
committee members. 

Mr. Cour. The committee members, as you know, Mr. Thomas, are 
voluntary, unpaid members of the committee. 
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Mr. Tuomas. What do you think about your total overall personnel 
cost of $436,000, with about 70 people? 

Mr. Cote. The two are not necessarily related. We are obtaining 
the services voluntarily of the committee members here. 

Mr. THomas. You are paying those 70 people. You are not pay- 
ing the committee members. 

Mr. Cote. That is the point. We are getting advantage of the 
services Of the committee members free, and for that reason the 
expense is primarily staff expense. 

Mr. Tuomas. That is what I said. Is not that high for a per year 
basis, we will say? 


DerFENSE PLANNING ACTIVITIES 
Amounts available for obligation 


Appropriation or estimate (obligations incurred)—1956 $100, 000 


Obligations by activilies 


Defense planning activities—1956 $100, 000 


Obligations by objects 





Object classification 





Total number of permanent positions 
Average number of all employee 
Number of employees at end of year 


Average Salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


Personal services: 
$86, 667 
333 
¥ : we — | 87, 000 
Travel 7 | : 5, 000 
OR ne. te mm cengip ute bentae tibainna Semel 1, 700 
5 FRG Gir ee Mee Oka icc dileeccdacwancatiice bits idepadGimeion behdek dene 1, 000 
) Printing and reproduction = 800 
7 Other contractual services_.._.....-- Seer gatiiendadea maaan 1, 900 
Supplies and materials 900 
TT tal ae a 1, 600 


5 Taxes aii GGpE co dcki nk be cin docaeenccens hi dc dbinccdveh sede 100 


Obligations incurred Foca ; 100, 000 





Analysis of expenditures 





| 
i . o . 
| 1954 actual | 1955 estimate | 1956 estimate 





ligations incurred during the year_..............-.....-.-._]_--....--- Se caialt $100, 000 


ted balance carried forward ; = sib —10, 000 


Total expenditures (out of current authorizations) __..._|...........--_|---.----.--- 90, 000 





We will put page F— in the record at this point. 
(The matter referred to is as follows:) 


ADMINISTRATIVE EXPENSES 


Practically all of the staff time required to carry out the new defense planning 
activities—under the delegations from both Federal Civil Defense Administra- 
tion and the Office of Defense Mobilization— will be provided by the Division 
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of Plans and Programs. A small defense planning staff will be established ;, 
the Division for this purpose. It is estimated that the administrative expense 
request will provide the equivalent of 15 man-vears during the budget year, 

The following table shows the detail of the administrative expense estimate 
for the budget year: 


Estimate 1956 


Man-years Amount 





Personal services: 
Plans and programs 3. $79, 00 
oo eee 





Mr. Tuomas. This shows a new item of $100,000, administrative 
expense for defense planning activities. That is a delegation from 
Federal Civil Defense over to you. 

Mr. Cote. Yes, sir. 

Mr. Tuomas. This is purely a new proposition. You set up 15 
man-years for 1956. 

Mr. Cote. Yes, sir. 

Mr. Tuomas. What can you do with $100,000, $200,000, or $2 
million, or $5 million that the Atomic Energy Commission is not doing 
at Bikini, Yucca Flats, and 2 or 3 other places? 


CIVIL DEFENSE DELEGATION TO HOUSING ADMINISTRATOR 


Mr. Cour. Well, the Federal Civil Defense Administrator has 
delegated this responsibility, as I understand it, to a number of 
agencies in order that they may develop plans with respect to civil 
defense as related to the activities of their specific agencies. 

Mr. Tuomas. To the Housing and Home Finance Administrator, 
the Public Health Service, and maybe 1 or 2 others. 

Mr. Cour. There is the Department of Labor, the Department of 
Health, Education, and Welfare, and the Department of Agriculture. 

Mr. Tuomas. I think there were three or four delegations this year. 

Mr. Cote. Also the Attorney General, I understand. 

Mr. Frantz. And to the Bureau of Public Roads in Commerce. 

Mr. Tuomas. Yes, I think Commerce also. 

Mr. Cote. I do not want to underestimate the difficulties involved 
in this program, but this is one in which civil defense is very much 
interested. 

Mr. Frantz. We have the delegation here, Mr. Chairman. 

Mr. Tuomas. Yes, I am familiar with it. 


Hovusine Loans FoR EpvucaTIONAL INSTITUTIONS 


Amounts available for administrative expenses 








| 1954 actual | 1955 estimate | 1956 estimate 


Limitation or estimate (administrative expenses incurred) - - | a Re cad : $575, 000 
Comparative transfer from ‘Office of the Administrator | | 
(housing loan programs)’’- $316,025 |.......-...-.- aoe 





Total administrative expenses... .........-.------------| 316, 625 | 375, 000 | 575, 00 
I ee ae 
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Administrative expenses by activities 


Payment to consolidated administrative expense account: 
~ 1954 waren Sn at a sn 
55 375, 000 
575, 000 


Administrative expenses by objects 


07 Other contractual services: 
Payment to consolidated administrative expense account: 
$316, 625 
375, 000 
575, 000 


COLLEGE HOUSING PROGRAM 
Let us look at the college housing program. 
Mr. Reporter, will you please insert pages G-1 and G-—2 in the 
record at this time. 
(The matter referred to is as follows:) 


CoLLEGE Hovusinc PrRoGRAM 


Program highlights 


an 
ae Estimate, Estimate, 
Actual, 1954 1955 | 1956 





Number of applications received during year | 125 
Approved | 
Pending at end of year 
Loan amounts (dollars in millions): 
Approved applications................--.-- > esis tesa eli 
Commitments (executed loan contracts) _..........-__.--- 
Disbursements | 
Administrative expenses: 
Man-years 
Staff expenses 0, $535, 000 
Services by other agencies : 29, 31, 000 40, 000 








Total cost 339, 484 375, 000 | 575, 000 








Title IV of the Housing Act of 1950 authorizes the Housing and Home Finance 
Administrator to make long-term, low-interest rate loans to institutions of higher 
learning to assist them in the provision of housing accommodations for both 
students and faculties. 

The legislation was enacted not only in recognition of the extensive need for 
providing additional space to house expanding enrollments, but also in response 
to the need for providing such space at rates within the ability of students to pay. 
During consideration of the statute, education officials testified that the conven- 
tional methods available to finance the construction of dormitories made it impos- 
sible for the average educational institution to build dormitories at rentals that 
students could afford to pay, and that such construction had been, in fact, virtually 
at a standstill for a number of years. 

Student enrollments which stood at 1,365,000 in the prewar year of 1939 had 
reached 2,472,000 in 1954 and are expected to climb to more than 3 million by 1960. 
Construction costs have almost doubled since the war and student fees and charges 
cannot be raised enough to meet operating and debt service costs under prewar 
patterns for financing such projects. 

The long-term, low-interest loans established under title IV have helped to fill 
this gap. The Administrator was authorized to borrow funds from the Treasury 
up toa maximum of not to exceed $300 million outstanding at any one time. The 
spread between the average rate paid on funds borrowed from the Treasury and 
the rate charged the borrowing institutions will ultimately be sufficient to pay all 
administrative costs of the program and to establish adequate reserves, so that 
the program should eventually be concluded at no cost to the Government. 
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The Treasury borrowing authorization provided for in title IV has been released 
for use by the Administrator in annual increments. In this manner the extent 
of program operations has been subject to strict control. The administratiye 
limitation on commitments under the authorization was a total of $150 milli, 
by the end of fiscal 1954. An additional $50 million for commitments is availa}. 
during the current year, and the budget program for fiscal 1956 assumes the release 
of an additional $25 million. This will bring the cumulative authority to $225 ;jj. 
lion during the budget year. 

As of December 31, 1954, a total of 382 institutions had applied for approxi. 
mately $266 million in loan assistance to provide some 80,000 housing units fo; 
single and married students and for faculty members. Of these applications 
158 had been approved and after allowing for projects going into private financing 
after approval, housing accommodations will have been provided for some 37,00) 
single students, for 260 student families and 500 faculty members. 


PRELIMINARY APPLICATIONS AND RESERVATION OF FUNDS 


In July 1953, the Administrator, with the concurrence of the Bureau of the Budget 
removed the defense restriction imposed in the early days of the program. Asa 
result many smaller colleges not previously eligible have applied for assistance 
and the average application has dropped by about one-third. In contrast to the 
average $930,000 applications in 1952, the average in 1954 was slightly over 
$600,000. The 1955 and 1956 estimates are based on this lower figure. 


Mr. Tuomas. I have fished out of here some figures showing 38) 
applications, 158 loans, 80,000 housing units, plus from 1,000 to 2,000 
units more which include 260 for student families, and 500 for faculty 
members. In other words, about 80,000 units to date; is that correct? 

Mr. Frantz. Yes, sir; those figures are substantially correct. 


STATUS OF PROGRAM AUTHORIZATION 


Mr. THomas (reading): 


The Treasury borrowing authorization provided for in title IV has been released 
for use by the Administrator in annual increments. In this manner the extent of 
program operations has been subject to strict control. The administrative limita- 
tion on commitments under the authorization was a total of $150 million by the 
end of fiscal 1954. An additional $50 million for commitments is available during 
the current year, and the budget program for fiscal 1956 assumes the release of an 
additional $25 million. This will bring the cumulative authority to $225 million 
during the budget year. 

What was the total authorization? 

Mr. Frantz. $300 million. 

Mr. Tuomas. $300 million? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. And you are for $25 million in this year’s budget? _ 

Mr. Frantz. Yes. There was originally $25 million presented in 
the 1955 budget. Since then an additional $25 million has been 
released, making $50 million for this year, and the 1956 budget 
estimates an additional $25 million in 1956. 

Mr. Tuomas. This is another one of these programs where it is 
direct Treasury authorization and the Congress loses its jurisdiction 
over the use of Government credit, or the use of Government funds 

Was there not a limitation in it? Your statement is very nice and 
complete, in many respects, but was there any limitation in this 
amount for any one institution? 
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\ir. Franrz. Not for any one institution, Mr. Thomas. I believe 
that there is a limitation providing that not more than 10 percent of 
the authorized amount may be used in any one State. That is my 
recollection of the limitation. 

Mr. Taomas. It follows that provided in housing legislation 
generally? 

’ Mr. Frantz. Yes. I think that there is no limitation on the 
amount of any one loan. 


AMOUNT AND NUMBER OF NEW APPLICATIONS 


\lr. THomas. I notice the amounts of your loans are decreasing, 
while the number is increasing. 

Mr. Reporter, will you insert in the record the table at the top 
G-3? 

The matter referred to is as follows:) 

The following table shows the number and amount of new applications received 
juring the years 1952-56: 

{Dollars in millions} 


| 
| During the veat Cumulative 


Fiscal year 


| Number | Amount | Number Amount 


1 
I 


74. ¢ 


i) 


Mr. Tuomas. You have estimated for 1955, 130 applications at a 
cost of $77 million. 
BACKLOG OF APPLICATIONS 


What is your backlog here? You have a cumulative table here 
Apparently you have a backlog that you are carrying over from 1955. 

It is assumed that 50 full applications amounting to $33.2 million will be ap- 
proved during the current year and that about 112 preliminary applications for 
8/4 million will be carried over in 1956. 

| have figures here of 50 plus 112, or 162, and your total figure for 
1955 is $130 million. What happened to the other 32 applications? 

Mr. Franrz. It may be, Mr. Chairman, that the figure that you 
are looking for is in the table at the top of page G—1, which shows 
the estimate that there will be pending at the end of the current year 
112 applications in process, and 135 additional will be received next 
year, which would give a gross workload during the year of 245. 


ADMINISTRATIVE EXPENSES 


Mr. THomas. Your costs jump from $375,000 in the fiscal year 
1955 to $575,000 in 1956, and your man-years jump from 47.1 in 1955 
to 72.4 in 1956. 

Mr. Frantz. Yes, sir. 
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Mr. Tuomas. How far behind are you in point of time with thi 
backlog? 

Mr. Cote. Do you have that, Mr. Hazeltine? 

Mr. Hazevtine. We are now catching up on our backlog from the 
fiscal year 1954. We are now catching up with that in the fisca| 
year 1955. The reason for the increased cost of work is that the 
individual loans are becoming smaller, and there is just as much or 
more work on a small loan as there is on a large loan. 


FINANCING OPERATIONS 


Mr. Tuomas. I note you use this language under “Financing opers- 
tions”’ [reading]: 

Borrowings from the Treasury will deerease to $28 million in 1956, dow 
$12 million from the current year, and about the same as for fiscal 1954. 


OPERATING RESULTS 


Under “Operating results” you say: 


The only source of income is the net margin of about 0.7 percent between th 
interest charged the educational institutions and the interest paid the Treasury 
This margin will produce income after administrative costs amounting to $52,300 
in the current year and $62,000 in fiscal 1956. Increases in the reserve for losses, 
maintained at the level of 0.25 percent of the bond portfolio (excluding con- 
struction advances), occasion net losses of about $23,000 and $67,000 in t! 
respective years. 


RECORD OF EXPERIENCE IN PROGRAM 


How long has this program been in operation, since 1950 or 1949! 

Mr. Hazeutine. Since 1951. 

Mr. Frantz. It was enacted in the Housing Act of 1950, but 
operations began in 1951. 

Mr. Tuomas. I wonder if you would be good enough to set outa 
table at this point in the record showing the amount in dollars and 
cents advanced in each one of the years through 1956, the loss 
incurred by the Government for each one of the years, the amount 
paid back, and the outstanding liability? 

(The matter referred to is as follows:) 
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POSSIBILITY OF EARNINGS COVERING EXPENSES 


Mr. Tuomas. This is supposed to be a self-liquidating program 
over a period of 40 years. You are supposed to get your adminis. 
trative cost back in that breakage of seven-tenths of 1 percent. 

What rate of interest does the Treasury charge you, and what rate 
do you charge the institutions? 

Mr. Hazeurine. At the present time we are paying the Treasury 
2°; percent, and our interest rate to the institutions is 3\ pe reent 
So, we have the difference between 25 percent and 3% percent. 

Mr. Tuomas. I notice you engage yourselves in trying to get finan. 
cial houses to come in and take over this paper and make direct loans 
How much success are you having in that? 

Mr. Hazevtine. Every time we make a loan we are attempting to 
make it on a strictly business basis with the same type of redemption 
features and all other features on the bonds that would be made by » 
private institution. 

Mr. THomas. What is the amount of defaults that you have now’ 

Mr. Haze.tine. None, so far. 


NUMBER OF LOANS MADE 


Mr. THomas. How many loans have you made? I think I saw thai 
figure last year 

Mr. Hazettine. We have made 165 loans. That is in our February 
28 report. It is more recent than the figures in the justification. 

Mr. Tuomas. What is the total number of loans approved? 

Mr. Hazettine. The total number of applications approved has 
been 165. 

Mr. THomas. 165? 

Mr. Hazevtine. Yes, sir. 

Mr. Tuomas. Since this program was set up on a reimbursable 
basis are you going to be able to make both ends meet? 

Mr. Hazextrne. Not until we have put out enough money and we 
have enough interest coming back to support the program. 

Like any new operation, the first couple of years run into the red 
We anticipate that when there is $150 million out we will be running 
even, and after that time it will show a profit. 


PROCESSING OF APPLICATIONS 


Mr. Tuomas. What is the length of time involved from the time 
you receive an application until a contract is signed? How long does 
it take you to process it, and so forth? 

Mr. Hazevtine. That is not entirely in our hands, Mr. Chairman. 

It depends a great deal upon the speed with w hich the college ot 
university wor ks out their part of the legal proceedings and the details 
of their plan. 

Mr. Tuomas. How long does it take you to handle your part? 

Mr. Hazevtine. After we get the application we immediately give 
it regional review, and within a matter of 2 weeks to a month we then 
make a reservation of funds for the college. 

When we make a reservation of funds we allow them 90 days. 
In the past we have not made any restriction on it, but then sometimes 





me 
does 


nan. 
e or 
tails 


give 
then 


Jays. 
imes 


1389 


the college would not act for 6 months. So now we make a restriction 
of 90 days after our reservation of funds in which to file and come in 
with their application. 


UNACTED UPON APPLICATIONS 


\[r. Toomas. What is the total number of unacted upon applica- 
tions, and how long have they been in your office on an average? 

Mr. Hazevtine. They are in 2 places, Mr. Chairman, 1 on the 
field office level, and in our office for review. I cannot give you an 
exact figure on that. 

Tuomas, I will read it for you: 
‘ 


Full applications are approved, reducing backlog from 75 at 6-30-55 to 33 at 


close of 1956. 

That still does not indicate how many you have on hand as of 
January Ist. Is it more than 33? 

Mir. Hazevtine. On February 28 we had 24 in the regional offices 
on review, and 5 in the central office. 

\ir. Toomas. Twenty-four and five? 

\(r. Haze.tine. Twenty-four in the regional offices, and five in the 
central office 

\lr. THomas. How long have they been pending now? 

Mr. HazeLTIne. I cannot give you any definite date on that. They 
remain pending long enough in the field for a full financial review, 
full engineering review, and a full legal review. 

Mr. THoMas. You must have some information on that. You 
jump your main office here from 47 man-vears in 1955 to 72 in 1956, 
and your expenses from $375,000 to $575,000. You say you have 
29 applications pending in one plac e, and another place in your budget 
you say you have 33 pending. How long have they been pending? 
You are going to spend $200,000 extra in order to get current. 

Mr. HazeiTine. One of the reasons we are spending more money 
for the same amount of loans is due to the fact that we are servicing 
smaller loans than we did at the start. 

Mr. Tuomas. You only have a total of 165 of them. Do you do 
the servicing or does the Treasury do it? 

Mr. Hazevtine. By servicing, I meant handling the original ap- 
plication. 

SERVICING OF COMPLETED LOANS 


Mr. Tuomas. After the loan is made who does the servicing, 
or the Treasury? 

Mr. Hazevtrine. No, we do the servicing afterward. 

Mr. Tuomas. But you are not taking too much time on that. Is 
that on a monthly basis, on a quarterly basis, or on what basis is it? 

Mr. Coun. Mr. Hazeltine. 

Mr. Hazerine. We are setting up service for loans as necessary. 

Mr. Tuomas. When are the payments made, monthly, semi- 
annually, annually or when? 

Mr. HazeLrine. They are mostly semiannually on the bond pay- 
ments. 

Mr. Puruures. 165 is not the number of projects actually under 
construction, is it? 

Mr. Hazettine. No, sir. 


58616—55—pt. 2 
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Mr. Tuomas. How many of the 165 are under construction? Yo, 
have construction starts on 56 for 1955 and you estimate 65 for 195% 
You have actually under construction for 1955, 135? 

Mr. Hazettine. As of the 3lst of December we had 92 unde 
construction, and 55. were ready for occupancy. 


ACTIVITIES STAFF IN COLLEGE HOUSING PROGRAM 


Mr. THomas. What are these 29 people in the District and 43 jy 
the field doing? 

Mr. Haze.tine. At the regional level we have our analysts, our 
financial analysts, our legal people, and our engineers going over the 
original applic ation, and “sending it on into the W ashington level for 
final review. Those people are engaged in the legal ‘and financial 
review and the engineering review in the field. 

Mr. Tuomas. These people do not include your engineers and 
inspectors on the job, do they? 

Mr. Haze.tine. Yes. 

Mr. Tuomas. Is this all that you have? 

Mr. Hazettine. Prior to the final approval and the start of 
construction. 

Mr. Tuomas. How many more do you have in the field inspecting 
the jobs, besides these 72 here? 

Mr. Hazettine. We do not have any individual people in the 
field inspecting, as entirely being a college housing inspector. It is 
only part of the man-day or part of the man-year for each person 
devoted to project inspections for the college housing jobs in his 
area. 

Mr. Tuomas. How much of that group is properly chargeable to 
this item here of college housing? 

Mr. Frantz. The total is $225 000 this year, and the figure for 
next year is 

Mr. Coxs. That is for the supervision and inspection of projects 
under construction, which is part of the project cost and is charged 
to the borrower. 

Mr. Tuomas. How many people do you have on that? 

Mr. Frantz. 28.2 man-years. 

Mr. Tuomas. And that is in addition to this 72 you have here? 

Mr. Franrz. That is correct. 

Mr. Tuomas. An additional 28.2? 

Mr. Frantz. That is right, Mr. Thomas. 


TREND IN SIZE OF LOANS 


Mr. Tuomas. Where is that language in here showing that thi 
number of loans is going up, and the amount of financing is going 
down? You have one little paragraph here on that. I cannot pul 
my finger on it right now, but I remember reading it last night. Ca 
you put your finger on it right quick? Here it is: 


In July 1953 the Administrator, with the concurrence of the Bureau of the 
Budget, removed the defense restriction imposed in the early days of the program 

What do you mean by that? 

Mr. Puriurps. What is the reference to there? 





1391 


Mr. Toomas. In other words, the limitation under the defense 
restriction previously imposed, where your projects had to be for 
defense training and so on. 

Mr. Hazexttine. That is right. 

Mr. THomas (reading) : 

As a result many smaller colleges not previously eligible have applied for assist- 
ance and the average application has dropped by about one-third. 

That means the amount of the applications, not the number of 
applications. 

In contrast to the average $930,000 in applications in 1952, the average in 1954 
was slightly over $600,000. The 1955 and 1956 estimates are based on this lower 
figure. 

OCCUPANCY OF PROJECTS 


Mr. Puiitires. We were concerned about this before, and at the 
time I thought the testimony showed that the program was diminish- 
ing rather than increasing. At that time there was evidence before 
the committee that some of these colleges, who took advantage of this 
housing program, were actually renting units for income rather than 
occupying them with students. Can anyone answer that without too 
much difficulty? What is the situation today? 

Mr. Hazextine. I do not know of a single instance of that kind 
now, Mr. Phillips. 


(Discussion off the record.) 


Revo.tvine Funp (LiquipATING PROGRAMS) 


Amounts available for administrative expenses 


1954 actual | 1955 estimate | 1956 estimate 








Limitation or estimate — 
“Defense community facilities and services” $112, 500 |.......-. plaice am 
“Revolving fund (liquidating programs)”’ $3, 940, 000 2, 800, 000 
Keimbursements from other accounts 1 O08 bccccs ey piobcereees 


Administrative expenses ineprred.____.--.-_---..---..-- 2, 3, 940, 000 | 2, 800, 000 
Comparative transfer from— | 
“Office of the Administrator (Housing Loan Programs)’’.- 
“Salaries and expences, Office of the Administrator, Hous- | 
ing and Home Finance Agency’”’ -| 
“Salaries and expenses, Public Housing Administration” 


Administrative expenses incurred , 567, 58 d 2, 2 800, 000 





Administrative expenses by activities 


cts and disposition of property: 
$4, 567, 589 


the 95 3, 940, 000 

ying 956 2, 800, 000 
I ’ ; , 

A Administrative expenses by objects 


1954 actual | 1955 estimate | 1956 estimate 
the acide asc Sh ea at SE 7 5 : ae cciaai 


rein Other contractual services: 
Payment to consolidated administrative expense 
account . $525, 774 $340, 000 $300, 000 
Payment to Public Housing Administration________- 4, O41, 815 3, 600, 000 2, 500, 000 


Administrative expenses incurred. --_-_.....-.--.-.--- a 567, 589 3, 940, 000 2, 800, 000 
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Amounts available for nonadministrative expenses 
I 


| 


1954 actual | 1955 estimate 


! 
Limitation or estimate (nonadministrative expenses incurred) _|__............| $20, 000, 000 
Comparative transfer from ‘‘Nonadministrative expenses 
limitation, Public Housing Administration” $25, 158, 909 


Total nonadministrative expenses..................---- 25, 158, 909 20, 000, 000 


Nonadministrative expenses by activities 


| 1854actual | 1955 estimate 


| 
Operation of federally operated projects sessetcest SORTA Oe $16, 915, 000 
Disposition expenses. -- : settee eins « 819, 373 3, 085, 000 


Total nonadministrative expenses --_-- | 25, 158, 909 20, 000, 000 


Nonadministrative expenses by objects 


Object classification 1954 actual | 1955 estimate 


Total number of permanent positions 2, 366 | 2, 046 
Full-time equivalent of all other positions 26 14 
Average number of all employees. _- 2,314 , 747 
Number of employees at year end | 2, 060 , 501 


Average salaries and grades: 
General schedule grades: 
Average salary $4, 159 $4, 181 
Average grade_-_- | GS-5.5 iS-5.6 
igraded position, average salary---- $3, 385 $3, 385 


Personal services: 
Permanent positions BS, 583, 116 $6, 265, 600 
Positions other than permanent 22, 562 20, 000 
Regular pay in excess of 52-week base 30, 636 25, 000 
Payment above basic rates 221, 284 206, 800 


Total personal services J 8, 857, 598 | 3, 517, 400 
02 Travel : 22, 783 , 300 
03 Transportation of things 85, 234 29, 400 
04 Communication services 91, 575 | 38, 100 
05 Rents and utility services 5, 745, 734 | 4, 279, 900 
07 Other contractual services. _- , 3, 396, 862 | 3, 940, 500 
08 Supplies and materials 2, 529, 358 1, 939, 500 
09 Equipment 92, 379 | $3, 900 
15 Taxes and assessments 4, 468, 136 3, 200, 300 


Total nonadministrative expenses id 5, 89, 659 | 20, 033, 300 


Distribution as follows: 
Nonadministrative expense limitation - - .- ‘ 25, 158,909 | 20, 000, 000 
Capitalized site expenses. ._- y ’ 130, 750 | 33, 300 


Mr. Tuomas. Let us look at the revolving fund. We will 
page H-—1 in the record at this point. 
(The matter referred to is as follows:) 


REVOLVING Funp (LiqurpaTiIna PROGRAMS) 
The revolving fund for liquidating programs of the Agency was established 
virtue of the provisions of the Independent Offices Appropriation Act, 1% 
The revolving fund covers 2 groups of programs: (1) 6 miscellaneous liquidating 
activities of the Office of the Administrator; and (2) 3 liquidating programs 
administered by the Public Housing Administration and known as war aut 
emergency housing programs. 


OA LIQUIDATING PROGRAMS 


A statement describing the progress of liquidation of the six OA liqu 
programs is contained in the following pages. 
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WAR AND EMERGENCY HOUSING PROGRAMS 


The war and emergency housing programs include public war and defense 
ousing, veterans’ reuse housing and the very minor remaining assets of the 
sybsistence homesteads and Greentowns programs. At the present time, manage- 
ment and disposition operations are being conducted by the Public Housing 
\dministration under a delegation of authority from the Administrator to the 
Public Housing Commissioner. 

The budget programs, both for administrative and nonadministrative expenses, 
for this part of the revolving fund activity have been submitted in part 4 of the 
\gency justifications. 

PROGRESS IN LIQUIDATION 


rhe original investments in the several programs covered by the revolving fund 
totaled more than $2.5 billion. By the close of the fiscal year 1956, the book value 
of assets in the revolving fund will have declined to-approximately $485 million. 
\t that date, it is estimated that about $634.5 million will have been recovered 
asa result of management and disposition operations and returned to the Treasury. 

By far the largest investment is represented by the several war and emergency 
housing programs for which the Agency has been responsible. Under these 
programs there have been provided or constructed more than 909,000 housing 
units of all types. Asa result of disposition activities—including sales, relinquish- 
ments, transfers to low-rent use, and demolitions—the inventory was reduced to 
196,500 units as of June 30, 1954. In the first 5 months of the current fiseal year, 
an additional 33,000 units have been disposed of—providing the assurance that 
the fiseal year disposition goal of some 76,500 units will be achieved or even 
exceeded. 

For the fiscal year 1956, the budget program forecasts the disposition of an 
additional 60,000 units, so that by June 30, 1956, the inventory will have been 
reduced to about 60,000 units. 


AMOUNTS RECOVERED TO TREASURY 


Mr. Tuomas. I note this language here: 


The original investments in the several programs covered by the revolving 


fund totaled more than $2.5 billion. By the close of the fiscal year 1956, the 
book value of assets in the revolving fund will have declined to approximately 
$485 million. 


You mean that is all that is left. 


\t that date it is estimated that about $634.5 million will have been recovered 
. a result of management and disposition operations and returned to the 
reasury. 

You mean that $634.5 million out of a total of $2.5 billion will 
have been recovered, is that right? 

Mr. Frantz. Will have been recovered; yes, sir. 

Mr. THomas. What percentage of the original cost is that? 

Mr. Fotuin. It is roughly about 25 percent. 

Mr. THomas. Does that include the administrative cost? 

Mr. Coir. No, I do not think so. 

Mr. Frantz. Yes, I think it would. There might be a few things 
which are not included, but most of it would be. 

Mr. Tuomas. We will have to round that off and make it about 
22 percent. 

Mr. Puiuures. I was under the impression it did not include the 
administrative cost. 

Notre.—All administrative expenses from inception of the several 
programs were capitalized and included in the figures when the re- 


volving fund was established pursuant to the 1955 Appropriation 
Act 
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WAR AND EMERGENCY HOUSING 


Mr. Tuomas. Let me read this paragraph. There are two purposes 
according to your statement here: 

By far the largest investment is represented by the several war and emergence, 
housing programs for which the Agency has been responsible. Under thes 
programs there have been provided or constructed more than 909,000 housing 
units of all types. 

What did that program cost alone? That was right in the neighbor. 
hood of $1 billion. That was the only Lanham housing, was it not? 

Mr. Frantz. Yes, the Lanham housing, more than a billion and 
a half. 

Mr. Tuomas (reading): 

As a result of disposition activities—including sales, relinquishments, transfers 
to low-rent use, and demolitions—the inventory was reduced to 196,500 units 
as of June 30, 1954. In the first 5 months of the current fiscal year, an addi- 
tional 33,000 units have been disposed of. 

Here is what it adds up to according to your comments: 120,000 
will be left for 1956 to be disposed of; is that correct? 

Mr. Frantz. Yes, in round numbers 

Mr. Tuomas. You got rid of 76,500 in 1955 and you will get rid 
of only 60,000 in 1956. 

Mr. Cote. I think it would be well, Mr. Chairman, that we have 
Mr. Slusser testify on this when the public housing people come up, 
but may I say that my judgment is that he is now facing the more 
difficult part—what he calls the hard core—of housing disposal, and 
finds it much more difficult to dispose of these last numbers of units 
than those which were in the pipeline or in the inventory before. 


PROGRAMS IN REVOLVING FUND 


Mr. Tuomas. How many of these six programs are wrapped up in 
this revolving fund? Where is that detail set out here? 

Mr. Frantz. That is on page H-4, Mr Chairman. 

Mr. Tuomas. There are six of these programs wrapped up in 
this fund: 


The assets and liabilities of the six programs have been consolidated into the 
revolving fund (liquidating programs) as provided by the Independent Offices 
Appropriation Act, 1955. 

The six programs are as follows: 

Alaska housing program. 
. Loans for prefabricated housing. 
. War public works program. 
. Defense community facilities program. 
. First advance planning program. 
. Second advance planning program. 


Did you have original jurisdiction of Alaska, or was that transferred’ 

Mr. Cor. That was original. 

Mr. Tuomas. And war public works, that was original? 

Mr. Cour. Yes. 

Mr. Tuomas. Defense community facilities was original? 

Mr. Cote. Yes. 

Mr. Tuomas. First advance planning was under Mr. Flemming? 

Mr. Fouuin. At FWA. 

Mr. Tuomas. Second advance planning was also under Mr. 
Flemming? 

Mr. Fouurn. That is correct, for a short time. 
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FUNCTIONS DELEGATED TO PHA 


Mr. THomas. How many of these did you wrap up and send back 
to Public Housing, 2 or 3? 

Mr. Coir. Just one. None of these that you have named, Mr. 
Chairman. 

Mr. Tuomas. These are all under the Office of the Administrator? 

Mr. Frantz. That is right. 

Mr. Tuomas. There are more than that, then, because you have 
sent three of them back to public housing. 

Mr. Frantz. Yes, sir, that is correct. That is on page H-1 under 
the heading of war and emergency housing programs. 

Mr. THomas. Yes. [Reading:] 

The war and emergency housing programs include public war and defense 
housing, veterans’ reuse housing and the very minor remaining assets of the sub- 
sistence homesteads and Greentowns programs. 


That is the three of them that you have sent back to public housing? 
Mr. Cote. Yes. 


REVOLVING FUND ADMINISTRATIVE EXPENSES 


Mr. Tuomas. I do not find a breakdown, nor your green sheets, nor 
anything about your cost here. You have charges to the revolving 
fund, and the only figures you set out are $300,000 for 1956 against 
$340,000 for 1955 and $545,000 for 1954. 


“OTHER CHARGES’ IN REVOLVING FUND 


Mr. THomas. What do you mean by the other charges in your 


administrative expenses here? In 1954 you charge $164,000,000, 
and you have no charge against it in 1955. What were those charges 
for? 

Mr. Frantz. That means—in the 1953 and 1954 columns on page 
3—there was no revolving fund in existence during those years, and 
those are expenses of programs which at that time were charged to 
appropriated funds, and are now charged to the revolving fund since 
they have been put into it. They are listed purely for comparability. 

Mr. Tuomas. What is that figure again for those units on hand at 
the end of 1955—120,000, is that correct? 

Mr. Frantz. Yes, sir, in round numbers. 

Mr. Tuomas. What rents and revenues are you getting off of those? 
How many people are working on the program this year compared 
with last year? What are your rents and revenues this year compared 
with last year. What are your expenses, heat, gas and light? Your 
managerial costs and so forth? I find nothing in this revolving fund. 
Mr. Frantz. No, sir; that is all presented in part 4 of the justifica- 
tions which is presented by PHA because they handle all that detail 
of operation. 

Mr. Tuomas. It will come under them? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. Now, what about your part of it for Alaska? Prefab, 
defense community facilities—they are broken down in separate tabs 
over there, as I remember. It is all in here. 

Mr. Cox. Yes, beginning with H-6. 
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WAR PUBLIC WORKS PROGRAM 


Mr. Tuomas. What is the status of the old war public works? 

Mr. Hazevtine. The public works program has been in liquidation, 
of course. 

Mr. Tuomas. Whereabouts is that set out here in your justifications? 

Mr. Frantz. Page H-8. 

Mr. Tuomas. When was this set up? Let’s put page H-8 in the 
record. 

(The page referred to follows:) 


War public works 


Actual | Estimate Estimate 
June 30, 1954 | June 30, nee 30, 1954 


Under disposal contract: 
Installment sales contract 
Leased with purchase option. 
Maintenance and operation agree ment. 
Available for disposal: 
Custody of other Federal agencies 
Transfer under Public Law 815. ..-........-.-.--.....---. 
Available for sale 


| 





The responsibility for maintenance and disposition of war publie works con- 
structed under the authority of the Lanham Act was transferred to the Adminis. 
trator by Reorganization Plan No. 17 of 1950. The activity has been consolidated 
in the revolving fund (liquidating programs) for final liquidation. 

The budget program provides for the management of outstanding contracti 
agreements and the bond portfolio resulting from disposition agreements pre- 
viously concluded and for the sale or other disposition of the balance of the project 
inventory. 

At the beginning of the current year, the inventory consisted of 72 properties 
valued at $27.1 million and 12 bond issues with par values of $979,000. As 
shown in the table above, 24 projects were available for disposition. Half of t 
inventory will be disposed of during the current year and all but one of the r 
maining number during fiscal 1956. 

Mr. Frantz. It was set up originally under the Lanham Act during 
the war, in 1940. 

Mr. Tuomas. At the beginning of the fiscal year the inventory 
consisted of 72 properties valued at $27.1 million and 12 bond issues 
with par values of $979 million. As shown in the above table 
projects were available for disposition. Half of this inventory wil 
be disposed of during the current year and all but one of the remaining 
number during fiscal year 1956. 

You have installment sales—no, “leased with purchase option’— 
this is under “disposal contract’ t”—for 1956, 24. And I presume this 
is the 24 you mention here in the narrative, as shown in the table 
above. ‘“I'wenty-four projects were available for disposition.” 

What is the nature of them? 

Mr. Hazettine. That is the Lanham Act housing they are talking 
about, is it not? 

Mr. Cour. No, war public works. 

Mr. Tuomas. What are some of these properties; where are they 
located? 

Mr. Hazeuton. I have a table of those here. . 

Mr. Tuomas. It is not in your justifications. It would help a litt! 
to put it in there, wouldn’t it, so we could all take a look at it? 
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STATUS OF PROGRAM 


\fr. Sewarb. In connection with war public works facilities—at the 
end of the war, the Government held title to 1,572 of those projects. 
They were water systems, sewer systems, schools, USO buildings, 
health centers and so forth. 

As of the moment they have all been disposed of except 14 projects; 
i4 are all that currently remain, and are available for disposition, sir. 
They have been disposed of to public bodies throughout the country. 
\ir. Tuomas. Is there any prospect of selling them or giving them 
ir. SewarpD. We have sold, Mr. Thomas, practically all of them 
except the school jobs which under Public Law 815 were authorized 
by the Congress to be transferred to the school districts without cost. 
The bulk of the schools went over under that. 

On the transfer-—— 


») 


a 


PROJECTS REMAINING FOR DISPOSAL 


Mr. Toomas. Read into the record those 24 projects that you have 
on hand and where they are located. 

Mr. Sewarp. Fourteen is all, sir, that we currently have. We can 
furnish for the record a complete list of them. 

Mr. Cote. Will that help you? 

Mr. Sewarp. Here is a list right here, Mr. Thomas. 

There is a sewer job in Virginia. There is a water job in Rhode Island. 
There is a recreation job in Arizona and there are seven sewer jobs in 
California, a school job in Washington, a school job in California, a 
sewer job in Missouri, and a hospital in Panama, in the Canal Zone. 

Mr. THomas. What seems to be the chief difficulty in selling these? 
Lack of buyers, or what? 

Mr. Hazeitinre. Might I state something off the record? 

Discussion off the record.) 

\r. Toomas. How long have you been working on these? They 
bave been up for sale now for how long? 

Mr. Sewarp. Mr. Thomas, wé cut off the War Public Works opera- 

on when the shooting stoppe .d back in the late summer of 1945 and w 
have been working on them ever since. 

Mr. Tomas. How many people do you have working on it now? 

Mr. Sewarp. We have no one specifically assigned to it. 

Mr. Pumiuties. How could you lose a recreational project? 

Mr. Sewarp. This recreation job referred to off the record was not a 
structure in itself—it was equipment that went into a recreation 
building, 

AMOUNT RECOVERED DURING LIQUIDATION 


Mr. Tomas. How much have you recovered out of this initial cost 
here of $27 billion? 

Mr. Sewarp. No, not $27 billion, sir, that can’t be. 

Mir. Toomas. What was the original cost of these projects? 

Mr. Sewarp. $179,180,695. 

Mr. Tuomas. How much have you recovered? 

Mr. Hazeutine. We have recovered all but $5,500,000—this is the 
total here, Mr. Seward. 

Mr. Sewarp. No, sir. 
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Your recoveries, Mr. Thomas, have amounted to 22.4 percent of 
the cost of the facilities we have disposed of. 

Now bear in mind, please, that all of the schools, practically, wer 
transferred without cost, so we lose that—the Government did not 
get any return on those. 

Mr. Tuomas. But your total recovery of your initial expenditur 
of roughly $180 million has been 

Mr. Sewarp. 22.4 percent including the expenditure for the schools, 

Mr. Tuomas. That is not too bad, is it? 

Mr. Sewarp. We do not think so, sir. We think it is good. 


BREAKDOWN OF REVOLVING FUND ADMINISTRATIVE EXPENSES 


Mr. Tuomas. Mr. Reporter, I wonder if you will insert page H-} 
(The document referred to follows: ) 


Revolving fund (liquidating programs) 


Actual 1954 Estimate 1955 Estimate 195¢ 


| | 
Man- Amount | 


| 
Man- | | Man- | 
Amc an 
years | | years Am ee years Amou 


Personal services: 
Departmental. - . ----- 47.0 | $295, 367 29.2 | $181,800 24 
i Jeammmbia seeks ueent 28.2 | 185, 182 | 18. ei. 118, 200 16 
UE  cscmaiottgupeiiiessianasaiel 75.2 | 480, 549| 47.8 | 300,000 | 40 
Other objects_____- sara ete ne eeen eemein tet a aie a NINE Pico shicepctiasan 40, 000 | 


I sic etn ads ck penne 75. 2 545, 612 | 47.8 340, 000 r 


Mr. Tuomas. I notice you have ‘Other objects” under your re- 
volving fund here, of $41, 000, with a total cost here of $300,000 and 
that is around 12 or 13 percent. That is a little too much money 


Of what are those items made up? 
Mr. Puiuurps. Where is the breakdown of the $41,000? 
Mr. Tuomas. They don’t give it. They got a little tired when they 
got to that. Look on H—5 and you'll get the nearest thing to it. 
Mr. Puruures. Yes; I got that. That wasn’t near enough. 


(Note.—A breakdown of the estimate for other objects of expense for the 
revolving fund (liquidating programs) was provided for the record, as follows 


Object class: Amount 
02 Travel _.. $13, 
03 Transportation of things____-------------- AAs LD A oe 200 
a ee IE... « Bek clk oe ck cde aban 300 
nc ccncencndnngesnewcansnns 800) 
06 Printing and reproduction 600 
OF ‘Otiier ConmAGlum Services... -. 2. ee ec ch ccccwcs 000 
es ee NE eo nami endietlensdeeweds hams oy 
09 Equipment 000 
15 Taxes and assessments - - - 400 


$2 PO ONY Or GO 


Total, other objects of expense 41, OW 


Mr. Tuomas. What is that $41,000 for? You really don’t give \s 
any information on this revolving fund. Are you taking anything 
out of the revolving fund, other than the $300,000 for fiscal yea! 
1956? 
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UNDISBURSED COMMITMENTS 


Mr. Frantz. Not except for disbursements on remaining loan and 
orant commitments, Mr. Thomas. 
~ Mr. Toomas. What do you mean, disbursements? 

Mr. Frantz. There are some loan and grant commitments that 
are not yet completely —— 

Mr. Tuomas. Not on your revolving fund, there can’t be any. 

Mr. Frantz. Yes, there are some of the Alaskan housing loans, 
prefab loans, upon which there are still old commitments that have 
not been completely cleaned up. There are some grants under the 
defense communities facilities program that have not been finally 
paid. 

Mr. Tuomas. I thought your prefab and your Alaskan program 
were wound up. 

Mr. Cote. We haven’t made any new commitments, Mr. Thomas. 
None since I have been the Administrator. 

Mr. Tuomas. Do you have any other costs than this $300,000 in 
the revolving fund? 

Mr. Frantz. No, sir. 

Mr. Tuomas. Twenty-four people in the Department, 16 in the 
field, a total of 40 people, against 47.8 man-years for 1955. 

How many separate properties are involved in these 160,000 or 
170,000 units that you have left? 

Mr. Frantz. Individual projects, Mr. Thomas? 

Mr. Tuomas. You said we would get that under public housing, 
did you not? Excuse me. It is not in here and I guess that is the 
answer. 

ALASKA HOUSING PROGRAM 


Let’s take a look at Alaska right quick. 
Mr. Reporter, will you put in the record H-6 at this point. 
(The page referred to follows:) 

Alaska housing 


{In thousands of dollars] 





Actual, | Estimate, Estimate, 
1954 1955 1956 


| 

Loan: 
Disbursements... setae O : 3, 262 | 
Repayments (including’Mmortzages) | ___- tees. 7, 181 | 
Mortgages: | 
Exchanged for loans De Joa : Sa] 
Repayments. -- a a hn a | 


Loans outstanding (end of year)_..._._-----._-------------- 9, 272 350 


The Alaska Housing Act, as amended, authorized a revolving fund to which 
$19 million was appropriated for loans to assist in developing housing in Alaska, 
Capital was reduced by the rescission of $5 million during fiscal 1954 and the 
Independent Offices Appropriation Act, 1955, prohibited the making of any new 
loans under the basic authority.The program and its assets are in liquidation. 

During the current year, all outstanding bonds of the Alaska Housing Authority 
will be exchanged for the underlying mortgage collateral, except for those obliga- 
Uons secured by one outstanding second mortgage loan and by the remote dwelling 
loans. Accordingly, the budget program projects the cancellation of bonds and 
the acquisition of mortgages in the amount of some $8.8 million, About $350,000 
of bonds will remain outstanding at the end of the budget year. 
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Pending disposition of the mortgage security, the services of approved F \ \4 
servicers in Alaska will be used. 

Mr. Tuomas. $19 million total authorization and $5 million re. 
scinded making a total authorization of $14 million. How much oj 
that has been committed? Are those figures correct? 

Mr. Frantz. Yes, sir. 

The total commitments, Mr. Thomas, at their highest point befor 
that rescission, were $18 million or a little more. They have bee, 
reduced as of January 31 to $9.1 million. 

Mr. Tuomas. Your total authorization was $19 million, was it not’ 

Mr. Frantz. That is correct. 

Mr. Tuomas. $5 million was rescinded, which makes $14 millioy 


LOANS STILL OUTSTANDING 


What is your total liability under this program as of some recei 
date? You have a column here “Loan outstanding at the end 
1956, $350,000.”’ 

Mr. HAgEL TINE. The outstanding at the end of 1954 is shown as 
9,272,000. 

Mr. Tuomas. Is that loans? 

Mr. Hazetine. It is dollars. 

Mr. Tuomas. You mean $9,272,000? 

Mr. Haze tine. $9,272,000. 


NUMBER OF LOANS IN DEFAULT 


Mr. THomas. Outstanding out of a total of $14 million. 
many defaults are you having, percentagewise? 

What is the total number of loans, not dollarwise, but projectwis 

Mr. Hazextine. In default or in total? 

Mr. Tuomas. In total first and then in default. 

Mr. Apexti. Mr. Chairman, one part is in default. Our bond issu 
is not due on those in default until sometime later this year. We ha 
five remaining, sir. 

Mr. Tuomas. What is the total number? 

Mr. Coxe. The total number that were made, Mr. Chairman? 

Mr. Tuomas. Yes. 

Mr. Core. Cumulative. The total number approvals or projects 

Mr. Sewarp. What is the total number approved in the Alaska 
housing program, Mr. Abell? 

Mr. Asetu. I think around 23. 

Mr. Tuomas. How many are in default? 

Mr. Anetu. We have one in default as far as the bond is concerned 

Mr. Tuomas. What is your administrative cost on this, gentlemen’ 


ESTIMATED EXPENSES FOR INDIVIDUAL LIQUIDATING PROGRAMS 


Mr. Frantz. We do not have separate administrative costs 0! 
these small, residual programs in the revolving fund, Mr. Thomas 
It would be some portion of that $300,000. Quite a small portio! 

Mr. Tuomas. You don’t give us much of a breakdown on youl 
$300,000. In fact, you give us no breakdown. How many peopl 
do you have working in your revolving fund? 





1401 


\ir. Frantz. That amounts to 24 man-years in the central office, 
n 1956, and 16 in the regions. 

\Mr. Toomas. Well, is that set out here in vour justification? If 

s. | have missed it. 

Mr. Frantz. No, sir; it is not. 

\lr. Taomas. That is the total? 

Mr. Frantz. Well, ves, it is, in that degree of detail on page H- 
but it is not broken down in detail by objects. I can give you that 
breakdown. 

\lr. Tuomas. Well, it is a total of 40. 

\lr. Franrz. A total of 40 of whom 24 are in the central office and 
(are in the field. 


POSSIBILITY OF ACCELERATING LIQUIDATION 


\ir. THomas. Can’t you speed this thing up and get rid of it during 
this fiseal year of 1955? You have 5 months to go. What is to 
prevent it? Particularly your old housing programs. You may not 
able to wind up the Alaska program in 2 or 3 years. What about 
prefab? 

Mr. Cote. Are you talking now about the Alaska program or all 
of them? 

Mr. THomas. All of them. Your big one is the old War Housing. 
Why can’t that be done? You have been wrestling with that since 
1945 or 1946. 

Mr. Coug. I would like to reserve the Lanham Act until the Public 
Housing comes up. 

| would like to have Mr. Hazeltine, though, talk about the Alaska 
housing and why it can or cannot be closed up this vear. 

Mir. Hazextine. Do you want me to talk off the record a little bit? 

Mr. Cote. No, just go ahead. 

Mr. THomas. Go ahead and talk and if vou want to take it off the 
record, take it off, 

‘Discussion off the record. ) 

Mr. THomas. Since they have the monev and you are trying to 
get it back, you can’t wind them up until you get your money back. 

Mr. Hazettine. That is correct. We are making a great deal of 
progress as of today in requesting additional cooperation. 

Mr. THomas. How many people do vou have working on this 
procram ? 

\'v. Hazettine. How many people? 

THomas. Yes. 

\{ir. HAzextine. One person here in Washington. We have no one 
m Alaska, They were merely following through on these various 
loans that have gone through the Alaskan Housing Authority, to the 
individual project. 

Mr. Tuomas. Well, you can’t wind that up until you get your 
money back, What about your prefabs? 

Mr. Puinurps. Why should we have a default in it, though, Mr. 
Chairman? 

vs said there is but one default. Why should we have a default? 

\ir. ABELL. The sponsor of this individual project consisting of 24 
hee es went in default and he went bankrupt. We have a litigation 
action pending through the Alaskan Housing Authority to acquire the 
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property. Unfortunately, the Alaskan Housing Authority does no; 
have enough money in its own funds to pay us for our bond, so we will 
just have to wait until court action has been had to take the property 
over. 

Mr. Tuomas. Here we go. It will take 30 years to get rid of the 
property, won’t it? 

Mr. ABe.u. That is right. 

Mr. Coir. We must recognize that both in the prefabricated loans 
and the Alaska housing loans, we had set up for us some very difficul; 
projects for liquidation. The end of them is not yet in sight. I think 
the people who are attempting to—— 


PREFABRICATED HOUSING LOANS 


Mr. Tuomas. You are doing all right with one little loan under 
prefabs as well as I remember. 

Mr. Reporter, insert H-7. 

(The page referred to follows:) 


Loans for prefabricated housing 


{In thousands of dollars] 


Actual, | Estimate, Estimate, 
| 1954 | 1955" | 1956 


Loan: 
Disbursements_- 
Repayments (including ‘mortgages) 
Mortgages: 
Exchanged for loans _ - 
Repayments.. 
Chargeoffs: Loans, acquired collateral, ete 
Cancellation: Notes to Treasury. - 
Approximate gross assets excluding cash and current | 
receivables—end of year 





Reorganization Plan No. 23 of 1950 transferred to the Administrator from the 
RFC authority for providing financial assistance to the manufacturers of pre- 
fabricated houses and housing components. Title V of Public Law 139 author- 
ized an expansion of the program for loans to assire the maintenance of the 
productive capacity of the industry for national defense. The authority to make 
new loans under these statutes has been withdrawn. 

During the current year, one large active loan has been exchanged for the under- 
lyi pire mortgage collateral. These mortgages are being serviced by an approved 

{A servicer operating in the area in which most of the mortgagors are located 

Liquidation of all other loans, claims, and judgments is forecast by the end of 
the budget year, except for two loans originally written by the RFC on terms 80 
favorable to the borrowers that there seems to be little prospect of bringing about 
their refinancing or termination. 

Shortly after this program was transferred to the HHFA at the face value of 
loans and receivables, a capital deficit was established to cover probable losses on 
certain loans then in actual or imminent default. Section 9 of the Housing Act 
of 1952 authorized cancellation of notes to the Treasury equal to defined loses. 
In 1953, a cancellation took palee amounting to $3,383,339; in the current fiscal 
year, the second and presumably final cancellation of $5,001,141 has taken place. 


_ Mr. Tuomas. The authority to make loans is now canceled. This 
is a program you inherited under Reorganization Plan 23, in 195), 
from the RFC. 
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AMOUNT OF LOSSES REALIZED 


How much money has been appropriated for this purpose? This 
is prefab. I notice this significant statement: 


Shortly after this program was transferred to the Housing and Home Finance, 
it the face value of loans and receivables, a capital deficit was established to cover 
probable losses on certain loans then in actual or imminent default. Section 9 of 

he Housing Act of 1952 authorized cancellation of notes to the Treasury equal 
o defined losses. 

What is that amount? 

Mr. Puiiurps. Three million three. 

Mr. Tuomas (reading): 

In 1953 a cancellation took place amounting to $3,383,339; in the current fiscal 
vear, the second and presumably final cancellation of $5,001,141 has taken place. 

What is your total loss, now? 

Mr. Frantz. Those represent the total losses realized to date. 

Mr. THomas. Are these actually Treasury loans? 

Mr. Frantz. These were funds borrowed from the Treasury for 
naking the loans to the prefab outfits. 

Mr. Tuomas. By RFC. 

Mr. Frantz. That is right. 

Mr. THomas. Now, was it an RFC loan or Treasury loan? 

Mr. Sewarp. RFC. 

Mr. THomas. What was the total amount outstanding? 

Mr. Frantz. There was a total loan commitment of $53 million. 
All but about $100,000 of that was actually disbursed. $38.9 million 
has been repaid. 

Mr. THomas. You have a loss of about $8.5 million out of $50 

ullion, plus your administrative expense; is that right? 

Mr. Frantz. That is right, sir. 

Mr. Tuomas. Over a period of 6 years, or 7? Which is it? 

Mr. Frantz. About six, I should judge. 


STATUS OF LOANS REMAINING 


Mr. Tuomas. How many people do you have working on this 
rogram? I remember reading someplace that you could wind this 
ip With the exception of one loan which was made very favorably to 
he borrower, and you have little prospect of bringing about this 
refinancing and termination. Tell us about this and how much money 
ls involved? 

Mr. Apetyt. Mr. Chairman, those are two loans to an outfit in 
‘hicago. One was the subsidiary company and one was the parent 
company. It was a prefabricated shell package producer. The RFC 
made most of those loans with bank participation at 4 percent interest 
vith maturities in 1959 and 1960. They total now about $1.4 million 
lor the two of them. We have approached them once or twice about 
refinancing them but they won’t do it. 

Mr. Cots. A little louder. 

Mr. Apety. Iamsorry. We approached them once or twice about 
refinancing but because of the 4 percent interest rate they don’t 
rant to do it. 

Mr. Tuomas. What is the total liability for this fund? What is 
he name of the firm? 
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Mr. ABE.L. ‘“‘Bestbilt”’ of Illinois. 

Mr. Tuomas. Are they in good shape now? 

Mr. Aseuu. Yes, sir. Their underlying collateral has about a 69 
percent equity. 

Mr. THomas. How much do they owe you? 

Mr. Anew, $1.4 million. 

Mr. Tuomas. You have the bank in on that guaranty, too? 

Mr. Apety. We have two banks in Chicago, with a 5-percent 
participation by the banks and 95 percent by ourselves. 

Mr. THomas. What is the amount of that? 

Mr. Asetu. That is just a fraction—one-twentieth of the million 
four. 

Mr. Tuomas. Is this all wrapped up in the figure you gave awhile 
ago of 1 million and—what did you say it was? 

Mr. Apex. One million four. 

Mr. Tuomas. That is your outside liability? 

Mr. Asextu. That is right. 

Mr. Tuomas. And you are going to get that money back? 

Mr. Axsetu. In 10 years or when the loan is paid off in 1960. We 
are getting monthly payments, I might mention, based on the amount 
of the mortgage payments of the individual purchasers of these 
houses. 

Mr. Tuomas. You have 5 more years to go? 

Mr. Ape.tu. That is right. 

Mr. Tuomas. And that is the only loan outstanding at this time? 

Mr. ABEL. No, sir. 


SCHEDULE FOR FURTHER LIQUDATION 


Mr. Tuomas. How many do you have outstanding? 

Mr. Hazevtine. We have seven. 

Mr. Tuomas. And they will be wound up during fiscal year 1956, 
is that correct? 

Mr. Hazettine. As much as possible, sir, but some of them are 
cats and dogs that may never be wound up. We are now suing on 
two of them. We have liquidated 2 in the last 6 months. 

Mr. Tuomas. I am reading your language: 

Liquidation of all other loans, claims and judgments is forecast by the end of 
the present budget year, except for two loans originally written by the RFC on 
terms so favorable to the borrowers that there seems to be little prospect of bring- 
ing about their financing or termination. 

You don’t say when but you testified 1960. 

Mr. Putiurps. Do they mean June 30, 1955 or 1956? 

Mr. Hazevtine. 1956. 

Mr. Purturps. Fifteen months. They are pretty good to do that. 

Mr. Tuomas. We looked at war public works awhile ago. You 
have only 24 remaining projects. 

Mr. Sewarp. It is 14. 

Mr. Tuomas. Fourteen current. You have 24 projects available 
for disposition. Half of that means 12 which will be disposed of 
during the current year, and all but one of the remaining number i 
fiscal 1956. 

No administrative costs are charged against this? 

Mr. Frantz. Not separately; no, sir. 
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DEFENSE COMMUNITY FACILITIES 


\fr. Tuomas. How about your defense community facilities? 
\fr. Reporter, will you insert page H-9? 
The page referred to follows:) 


Defense community facilities 


[In thousands of dollars] 
» one ais 
ly ; | Estimate, Estimate, 
Actual, 1954 1955 1956 


— 561 | 


122 | 


11, 012 | 


= ‘III of Public Law 139, 82d Cong., the Defense Housing and Community 
cilities and Services Act of 1951, established a program of Federal loans and 


rants to local jurisdictions in critical defense housing areas for the construction 


roperation and maintenance of community facilities and services, and for Federal 


onstruction of such facilities. 


section 129 of the Housing Act of 1954 provided for an extension of the basic 


authoritv for 1 vear until July 1, 1955. The act authorizes the Administrator 


nte r into amendatory agreements with respect to existing approved projects 
1e limits of available funds. It also provides for the making of new loans 


or grants, during such e ‘riod, or for such project or projects, as the President 
nay designate. At the beginning of fiscal 1955, the unobligated balance of Public 


| 


> 


aw 139 appropriations Was approximately $915,000. Some $215,000 is being 


served for amendatory agreements. 
The budget program assumes that all loans will be disbursed by the end of the 
irrent vear and all grants by the end of 1956. Onlv one defense community 


facilities project approved under Public Law 139 is expected to be in the cone 
truction stage during the budget vear 


Mr. THomas. This originated under the Housing Act of 1951, 


‘hon i ») 
hat correet:! 


i 


FRANTZ. Yes, sir. 
Mr. Tuomas. Extended to June 30, 1955, by the Housing Act of 
54, is that correct? 
Mr. Frantz. That is correct, yes, sir. 
Tuomas. I have a figure here of $915,000 left. That is out of 
otal of what? 
Mr. Frantz. Total funds appropriated to the Housing Agency 
re $20,625,000, Mr. Thomas. 
Mr. Puituips. Actually appropriated or authorized? 
. FRANZ, Appropriated, Mr. Phillips. 
ere was also appropriated some $8 million, as I remember, to the 
lic Health Service. 
rh ‘THomas. This started out with Korea, did it not? 
Mr. Frantz. Yes, sir. 
Tuomas. Is there any money in this fund now or has it all been 
to the Treasury? 
HazeLtine. It hasn’t been returned to the Treasury but we 
available from project cutbacks this $915,000. 
Tomas. Was this originally on a 50-50 basis? 
H \ZELTINE. No, sir; it was a loan and grant basis depending 
* ability of the particular community to raise funds. 


58616—55—pt. 2 
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Mr. Tuomas. Give us a quick picture of it. It is not in yoy 
justifications. Bring it up to date. Of your $20 million what pay 
was loans, what part was grants, what part of your loans had bec» 
paid, what part are in default? 


AMOUNTS OF LOANS AND GRANTS 


Mr. Sewarp. Mr. Thomas, the original appropriation was $2. 
625,000. There were approved in grants, $15,776,154. Loans 
$3,606,587. That gives a total of $19,400,000. 

Mr. Tuomas. $15 million was grants? 

Mr. Sewarp. $15,776,000. 


STATUS OF PROGRAM AUTHORIZATION 


Mr. Tuomas. How much are you spending on this to liquidate it’ 

Mr. Sewarp. Mr. Thomas, we still have some projects under 
construction that haven’t been completed. 

Mr. Tuomas. This program was stopped 2 years ago. 

Mr. Sewarp. I beg your pardon, sir. It was continued in 1954 to 
June 30, 1955. 

Mr. Tuomas. That was in liquidation. Not that the funds were 
rescinded. It was at least 2 or 3 years ago as well as I remember, 

Mr. Sewarp. There has never been any rescission on this program, 
Mr. Thomas. 

Mr. Cour. I didn’t ask that it be continued, either. 

Mr. Tuomas. And there is no rescission on this at all? 

Mr. Sewarp. No, sir, not on this $20 million. 

Mr. Puiturrs. We overlooked that one. 


NATURE OF PROJECTS 


Mr. Tuomas. What is a list of some of the projects here? 

Mr. Sewarp. Do you mean that were approved under the program 
Mr. Thomas? 

Mr. Tuomas. Yes, sir. 

Mr. Sewarp. The bulk of the projects, I think, numerically, can 
be covered this way—— 

Mr. Tuomas. Trailers, most of it, wasn’t it? 

Mr. Sewarp. No, sir, not trailers. Not a “derned” one. Thes 
projects, Mr. Thomas, were mostly water and sewer. A big portion 
of them were in the Savannah River area in South Carolina, adjacet! 
to Aiken, Barnwell, Allendale, Augusta. 

Mr. Tuomas. That is where the trailers were. aie 

Mr. Sewarp. Yes, sir, but we didn’t have anything to do with thi 
trailers. 

ADVANCE PLANNING PROGRAMS 


Mr. Tuomas. How about advance planning? Give us a littl 
rundown on that. You have two programs. Give us the total spel 
under each one and if you want, Mr. Seward, tell me how many 
projects were built under program No. 1? What did that progr 
cost us? Everybody had plans for years and years and years an | 
were getting ready for that big backlog and nobody ever used the! 
Now we are going to start off with No. 3; you wanted $8.5 mull 
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and we gave you a million and a half last year but before we go into 
that, tell us about the two programs. 
Mr. Hazevtine. I have Nos. 1 and 2 lumped together, here. 


FIRST PROGRAM 


Mr. THomas. You’d better break them down for us. You had 
authorization of $100 million on No. 1. You got up to $65 million, 
did you not? 

Mr. Sewarpb. That is right. 

Mr. Toomas. What happened to it? 

Mr. Sewarp. It is in liquidation. 

Mr. Tuomas. Under that program they didn’t pay you back any- 
thing until they actually started work on the project? 

Mr. Sewarpb. That is correct. 

Mr. Tuomas. And how many projects started? 

Mr. Sewarp. I don’t have the actual number of projects because 
that is a very large number throughout all the States. 

Mr. THOMAS. When was this program started? 

Mr. Sewarp. 1945. 

Mr. Puruures. More important, when was it stopped? 

Mr. Hazevtine. It was stopped in 1947. 


SECOND PROGRAM 


Mr. Toomas. What about your No. 2 now? 

Mr. Haze.tine. No. 2 never proceeded to completion because of 
the Korean conflict. 

Mr. THomas. What was the total authorization? 

Mr. Frantz. I think $100 million was also authorized on that. 

Mr. THomas. $46 million rescinded in this. How much rescinded 
in the first one? 

Mr. Frantz. I believe there were no rescissions in the first one, 
Mr. Thomas, but not all of the $100 million was ever appropriated. 

Mr. Toomas. Do you have any funds for No. 1 and No. 2 floating 
around or have they been covered in the Treasury? 

Mr. Frantz. They have been deposited into this revolving fund. 

Mr. Tuomas. How much do you have in that revolving fund, now? 

Mr. Frantz. In what form, Mr. Thomas? 

Mr. THomas. Cash. 

You don’t carry anything in the revolving fund up to the end of 
- fise : yea r;do you? You put it in the Treasury at the end of the 
fiscal yes 

Mr. ra Well, except to the extent of certain uncompleted 
programs, like the defense housing and the community facilities. We 
have to keep enough funds in the revolving fund to make those 
payments as they come due. 

Mr. Patties. Do you still have this money in the revolving fund? 

Mr. Frantz. The advance planning money? 

Mr. Puiiures. Yes. 

Mr. Frantz. There may be a small amount in there for cases where 
inal payments have not been made, Mr. Phillips. It would be a 
very small amount, now. 

Mr. Pamuirs. What do you call a small amount? 

Mr. Frantz. Perhaps a half-million dollars. 
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AMOUNTS AUTHORIZED, SPENT, AND REPAID 


Mr. Tuomas. Will you insert in the record at this point, the total 
authorization of the programs 1 and 2. The amount rescinded and 
the amount spent? 

Mr. Hazevtine. We have that right here. 

(The information requested follows: ) 


Advance planning programs—Status as of Dec. 31, 1954 


(Thousands omitted] 


First | Second 
Total |} advance advance 
planning planning 


| 

Gross appropriation. -_. -- : ; nical $93, 607 | $65, 000 

Less: } 
Rescissions - - - _- | —11, 124 —6, 524 
Net amount transferred to GAO certified claims account | 7, 7 —7, 737 
Net appropriation. -_- 50, 730 | 

Less administrative expenses and funds unused | on expiration | 

of programs. ------ Jchsvamapaddedabtiuasesanats ‘ 





Amount available for advances.__........__-- 63, 313 46, 503 


Undisbursed commitments 5 eee ie tae : caee 1 714 |. | 
Total disbursements of advances. --. Z col ig 62, 599 | 46, 503 
Less: | 
Repayments and refunds. - —27, 773 | (?) 
Chargeoffs of amounts uncollectible after reference to GAO 

and Department of Justice i | 


Outstanding advances. _- a Ze 34, 721 | | 





1 $375,000 of this amount canceled since Dec. 31, 1954. 
2 No segregation by original program maintained since June 20, 1954. 


CASH POSITION OF REVOLVING FUND 


Mr. Tuomas. What is the total amount in the revolving fund as of 
the most recent date—say January 1—for the part handled by the 
Office of the Administrator, directly? Not the public-housing item. 

Mr. Frantz. We would have to get the statement of the revolving 
fund and take it apart for that purpose, Mr. Thomas, because ac- 
countingwise, if it is all a single statement. We can do that. 

Mr. Tuomas. What is in the whole revolving fund, as of some recent 
date? 

Mr. Frantz. Cash on hand or in transit or in the Treasury was 
$74.6 million. 

Mr. Tuomas. As of what date? 

Mr. Frantz. As of December 31, 1954. . 

Mr. Tuomas. What do you mean on hand, in Treasury, or in tra e 

Mr. Frantz. In transit from points w here it is collected in the field 
for deposit in the Treasury here. 

Mr. Tuomas. How is it kept on the books of the Treasury—as 4 
separate revolving fund? 

Mr. Frantz. Yes, sir. ) 

Mr. Tuomas. Well, you certainly don’t need $75 million in that 
fund; do you? 

PAYMENT OF LIQUIDATING DIVIDENDS 


nic 


Mr. Franrz. That is correct, Mr. Thomas, and the language \ 
this committee put in last year : authorizes the Administrator 1 
often than annually, to declare liquidating dividends to the Treasu) 
out of this money. 
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We have not done that this year, because——— 

\fr. THomas. How much did you pay in in fiscal year 1954, at the 
end of 1954? 

Mr. a Well, the revolving fund only came into existence as 
of July 1. We are now reviewing the position of the fund, with the 
pu rpose of making a payment to “the Treasury. I should judge that 
by the end of this month we might give the Treasury $40 million or 
$50 million. 

Mr. Tuomas. What are you going to do with that other $25 million? 

Mr. Frantz. I am taking a conservative figure deliberately, Mr. 
Thomas. We have to keep cash to cover the current liabilities, which 
includes the current liabilities of the federally operated housing proj- 
ects, as well as those of these programs. 

Our estimate in the budget was that we would 

\lr. Toomas. Current revenues are not sufficient to do that? 

Mr. Frantz. They are, yes, sir, but one of the things that has to 
be restudied in this revolving fund is what should be the reserves 
against the required costs of management and disposition as the 
numbers of projects and the rents and revenues get smaller. 


BREAKDOWN OF REVOLVING FUND CASH AND LIABILITIES 


\lfr. THomas. Put in the record at this point, if you will, please, a 
complete breakdown of the revolving fund by your 6 or 9 items, what- 
ever it is, and inelude the public housing portion of it as well as the 
Office of the Administrator; the administrative costs against each 
one of them, and another column showing what you may need during 


all of fiseal year 1955, in the way of maintenance and operation cost, 
and so forth. 

Mr. Franrz. The administrative costs for fiscal year 1955. 

Mr. THomas. Yes, and that will certainly tell you ex mene how 
much you can return to the Treasury at the end of fiscal year 1955. 
(The information requested follows:) 


Current estimate of liquidating dividends, 1955 fiscal year 


ind Dee. 31, 1954__ $74, 603, 190 
ted operating and disposal receipts, Jan. 1 to June 30 30, 000, 000 


otal estimated cash resources -- ; $104, 603, 190 
Encumbrances Dee. 31, 1954: 
Accounts payable, trust and deposit liabilities, etc 
Undisbursed commitments: 
Lye fense community facilities: 
Grants ‘ $2, 967, 199 
Loans 75, 000 
Loans for pre fabricated housing 109, 828 
2d advance planning, advances 1 334, 000 
Defense housing (Public Law 139) unpaid construction 
costs a . ie ao . hee 5, 536, 444 
Total encumbrances 
nistrative expenses, 1955 fiscal year (approxin nate distribution): 
ivance planning programs. - ; $105, 000 
ska housing... -- 30, 000 
nse community facilities 100, 000 
ins for prefabricated housing 75, 000 
Var | panes works 30, 000 
: war, veterans’ re-use and Greentowns 3, 600, 000 


Subtotal 3, 940, 000 

unount paid in Ist half_ 2, 043, 349 
—1, 896, 651 

! cost incurred for operation and disposition of emergency housing 
ts, 2d half 1955 fiscal year -_-- —9, 839, 922 
for working capital and future costs of operation and disposition — 13, 000, 000 


Total encumbrances, expenses for balance of 1955 fiscal year, etc__- —41, 303, 889 


‘urrent estimate of liquidating dividend, 1955 fiscal year___.._._-- ~ 63, 299, 301 


sbursed commitment on books amounting to $714,120 reduced by $380,120 in estimated cancellations 
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Mr. Frantz. The budget estimate is that we will give the Treasury 
this year $75 million, and I believe we will achieve that result. 
may be in two bites, though. 

Mr. Tuomas. You have $76 milion on hand now, do you not? 

Mr. Frantz. Seventy-four, but we also have substantial currep; 
liabilities. 

Mr. Tuomas. What? 

Mr. Frantz. We have the current liabilities, as I say, of roug ghly 
175—no, not that much—140,000 public housing units in ‘oper ation- 
that is current liabilities, pay rolls and supplies and things of that kind 

Mr. THomas. There shouldn’t be any high liability there. You 
are getting rents and revenues out of them, and there is supposed to 
be no subsidy involved in those. That is correct, is it not? 

Mr. Frantz. That is correct; yes, sir. 

Mr. THomas. So where is the heavy liability then? 

Mr. Frantz. The current operating costs are substantial. 

Mr. Tuomas. You are getting current rents, too? 

Mr. Frantz. That is correct; yes, sir. 


THIRD ADVANCE PLANNING PROGRAM 


Mr. Tuomas. How much do you want this year now, under advan 
planning program No. 3? 

Mr. Hazextrine. Under that there was $10 million authorized but 
only $1,500,000—— 

Mr. Txomas. This is appropriated money? 

Mr. Hazettine. Yes, sir. 


WORKLOAD 


Mr. THomas. What does your workload look like? 

Mr. Haze.tinse. We started out in this program with only 
$1,500,000 and a restriction of 5 percent to any one State, which 
reduced it to $75,000 for any one State. For that reason, we have 
placed very heavy priority restrictions on any type of planning for 
which we would advance money, and held it closely to direst need 
water, sewer, and that sort of thing. The workload has developed 
slowly due to the fact that these restrictions more or less stopped the 
applic ations at their source. At the present time we have had 329 
inquiries and have furnished blanks for. qualification statements for 
253, and have 49 of those statements completed and ready for final 
application. At this time we have made no advances. I would like 
to say here that we have used the experience from advance planning 
1 and 2, to try to avoid the pitfalls that we ran into in the first two, 
and for that reason, we are advancing money only on preliminary 
plans rather than on completed plans, “which reduces the amount of 
obsolescence and should reduce to a minimum the loss from non- 
recovery, due to the fact that the construction might never proceed. 
We hope to show in this third advance planning a very high rate 0! 
recovery, and a high actual volume of construction for a low advanee 
cost. 


f 
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Pusiic Facttiry Loans 
Amounts available for administrative expenses 


tion or estimate (administrative expenses incurred 
5 < 


5, 000 
5, 000 


~ 
‘ 

- 
‘ 


Administrative expenses by activities 


nent to consolidated administrative expense account: 
1955 x $75. 000 
1956 ‘ ‘ 75, 000 


Administrative expenses by objects 


Other contractual services: Paymené to consolidated administrative 
expense account: 
1955 $75. OOO 
1956 ; : 75, 000 


Mr. Toomas. Mr. Reporter, will you insert page I-1. That is 
public facility loans. Appropriation of $2 million, authorization of 
$50 million. 

The page referred to follows:) 


Public facility loans, program highlights 


{Dollars in thousands] 
ite 1955 


nary applications . 150 
ications: 
33 
int $6, 600 
ipplications: 
12 
n funds 325 
ents: Loans 
tion starts i] 
ympletions 


trative expenses $7 


LEGISLATIVE BACKGROUND 


Section 108 of the RFC Liquidation Act (Public Law 163, 83d Cong.) provided 

for a program of loans to public agencies for the construction of public-facility 
projects. Seetion 804 of the Housing Act of 1954 (Public Law 560, 83d Cong.) 
lesignated the Housing and Home Finance Administrator as the officer responsible 
for carrying out the program. 
The statute authorizes a program of Federal assistance in financing public 
rojects undertaken pursuant to Federal, State. or local law by making loans to 
ate and local publie agencies. Financial assistance may be extended only if 
inancing is not otherwise available on reasonable terms. 

The Supplemental Appropriation Act, 1955, contained an appropriation of $2 

uillion as the first payment into the $50 million revolvi ing fund authorized in the 
enabli ing legislation. The budget program for 1956 does not contemplate addi- 
tional appropriations to augment the revolving fund. 


Mr. THOMAS (reading) 


ST 


ction 108 of the RFC Liquidation Act, 83d Congress, provided for a program 
of loans to publie agencies for the construc tion of public-facility projects. Section 
S04 of the Housing Act of 1954 designated the Housing and Home Finance 
Administrator as the officer responsible for carrying out the program. 

The Supplemental Appropriation Act of 1955 contained an appropriation of 
Ne — on as the first payment into the $50 million revolving fund authorized in 
te enabling legislation. The budget program for 1956 does not contemplate 
ad dit onal appropriations to augment the revolving fund. 
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You have an administrative expense here of $75,000 for 195; 
and 1956 

Mr. Corre. Mr. Chairman, I decided not to ask for an addition,) 
amount for this program. 


WORKLOAD OF PUBLIC FACILITY LOANS PROGRAM 


Mr. Tuomas. What is the number of projects you have her? 
I notice during the fiscal year 1956, three additional application 
will be approved and that the active phase of the program will com 
to anend. Is that correct? 

Mr. Coxe. Well, we think so. 

Mr. Hazevtine. I have a statement here of the current activity 

Mr. Tuomas. Give us that. 


APPLICATIONS RECEIVED TO DATE 


Mr. Haze.tinge. We have received application from Mission 
S. Dak., for $45,000; Eagle Butte, S. Dak., for $139,000; Salem 
Ark., $113,000; and Miles, Wyo., for $145,000. A total of fow 
applications received with an average of $110,000 each. 

Mr. Puruuipes. Are those mostly water facilities? 

Mr. Hazevtine. Yes. 

Mr. Tuomas. It says during the current fiscal year it is estimated 
some 12 applications will be received. [Reading:] 

Because of the limited funds available preference in consideration will be giv: 
to loan applications from small communities where the funds will be used for sup- 
ply of urgently needed facilities. In some cases where applicants are located ir 
critical defense housing areas, loans may be supplemented by grant funds under 
the terms and conditions specified in the Housing Act of 1954. 


You have in the administrative expense, about 10%» jobs here. 


LIMITATION ON NONADMINISTRATIVE EXPENSES 


I don’t quite understand your table here on J—54. What does it 
mean: Limitation to nonadministrative expenses? We are talking 
about nonadministrative funds here. 

Mr. Frantz. That refers, Mr. Thomas, to the limitation whieh 
appears in the language, as a proviso to the “Salaries and expenses 
appropriation, which for this year limits the nonadministrative ex 
penses in connection with project supervision in these three programs 
to $525,000. The estimate for next year is—- 

Mr. Tuomas. You get that limitation by adding up your sum total 

Mr. Franvz. That is right, of those three. 

Mr. Tuomas. Your own language is a self-imposed limitation by 
the words ‘Salaries and expenses for 1956’’? 

Mr. Frantz. That limitation is set forth in the appropriation lan- 
guage submitted; yes, sir. 

Mr. Purivurps. It is a limitation in reverse; isn’t it? I mean you 
are not limited in the amount you spend for the nonpersonnel salary 
and expense items but for the salary and expense items and that 
gives you the limitation on the other? 

Mr. Frantz. No, sir. 

Mr. Puiturps. A limitation specifically on each one? 

Mr. Franrz. On the sum of these three. The language authorize 
the classification of these expenses as nonadministrative and authorize 
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s to colleet fees to reimburse the Government for them, but then 
further provides that such expenses may not exceed 

\fr, Pottires. What is the limitation on, what you charge or collect 
fom them, or on what you spend? 

Mr. Frantz. It is on the expenses we incur for these activities during 
the fiscal year. 

\lr. Puriuips. It is a percentage or a figure? 

\Ir. Frantz. It is a fixed figure. 

\fr. Taomas. Look at this table on J—6, and I read this language: 
The following table compares estimated nonadministrative expense items— 


these items of expense are incurred in the field, are they not? 
\[r. Franrz. Yes, sir. 


LOCAL SHARE OF NONADMINISTRATIVE COSTS 


\fr. THoMAS (reading): 

The slum clearance and urban renewal for the 3 vears covered by the budget. 

e sharp increase apparent for the current and budget years is a direct reflection 
f the anticipated acceleration of program operations, particularly with respect 
to projects going forward under the original title | slum-clearance program. 

Under this, the local communities are supposed to bear it, are they 
not? 

Mr. Franrz. That is correct. 

Mr. Tuomas. And I have written here in very fine longhand, ‘In 
the final analysis, the Federal Government pays practically 100 percent 
of this cost.” 

Mr. Frantz. In the final analysis, Mr. Thomas, I think the Federal 
Government would pay two-thirds, because this would be added to 
project cost, and would therefore be a factor in the project deficit or 
write-down, which is met by a capital grant of which the Federal Gov- 
ermment pays two-thirds. 

Mr. Tuomas. You couldn’t get your figure up a little higher, could 
vou, than two-thirds? 

Mr. Cots. He can’t, but you can take into consideration— 


LOCAL GRANTS FOR URBAN RENEWAL 


Mr. THomas. Have a couple of sewers and a couple of parks and 
streets and so forth—instead of that grant being that, the total Federal 
contribution is about 100 percent, is it not? 

Mr. Cote. No, I think there is an area of consideration in what 
the local government pays. If you could assume that the local 
government would automatically build a given facility without the 
use of these title I funds it might be contended that they are not 
paying the amount that they are contributing, but I believe Mr. 
Follin would say to you that the local government decides that they 
want an area to be redeveloped and that these facilities which are 
contributions to their share are really a part of the redevelopment 
program. Am I not right, Jim? 

Mr. Fontan. Yes, sir. The difficulty some of them seem to have 
to find this money—Mr. Thomas, you might think it was a consider- 
able burden on them. 

Mr. Tuomas. I will let you argte with Mr. Phillips about that. 
He feels there is about a 150-percent contribution. 
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REASON FOR CONTINUING PUBLIC FACILITY LOANS 


Mr. Puiuirs. I had a few notes here as you went over this. While 
we are here on section I—you spoke about these three projects that 
you still are dealing with in some of the Northwestern States. Wel]. 
now, if they are not projects in some way connected with defense, or 
with an emergency justification of that kind, why are we considering 
putting water or sewage into communities which do not have the 
pressure of war installations or something of that kind? 

Mr. Hazevtine. You are referring to public-facility loans which 
we picked up from RFC? That had no connection with defense- 
community facilities. 

Mr. Puruurrs. You say you have three, and you listed what they 
were. Then, why are we doing that now? It seems a little late to 
be dealing with projects of that ‘kind. W hy can’t the community put 
in its own water system? 


NATURE OF LOANS TO BE MADE 


Mr. Hazevtine. This act was based on the fact that some com- 
munities need assistance from the Government on businesstype loans 
when they couldn’t get it from the private investors. The way we 
are operating is according to the intent of the law, which is thatif 
they cannot get it from the private investor, we will loan them money 
at the rate of 4% percent. It was set that high because we believe 
that in the long run, they will get it somewhere else, but it has no 
connection whatever with defense but merely the need for water 
sanitation, fire protection, and that sort of thing. 

Mr. Puiuures. One of the factors involved there is whether or not 
they have reached a bonding limit? 

Mr. Hazevtine. Yes, sir. 

Mr. Puruuips. And these communities have all reached their bond- 
ing limit? 

Mr. Hazextine. In each case here—no, these are all loans, the 
are not grants. These are all businesstype loans that will not b 
made if there is not a reasonable expectation of repayment in full 
at 4% percent. 

Mr. Puruuies. Then, you don’t care whether the community has 
or has not reached its bonding limit. 

Mr. Hazeurint. If it has reached its bonding limit we will not 
make the loan. These are all bond issues. 

Mr. Puiturps. All we are doing is buying their bonds? 

Mr. Hazeurine. That is correct. 

Mr. Puittipes. And they pay us 4% percent. 

Mr. Hazexiine. Four and a quarter percent. 

In almost all cases we believe they will drop out of the pictur 
when the bonds are advertised. Someone else will pick them up. 

Mr. Purtuirs. On the whole program, how much have we made oF 
lost? 

Mr. Haze.tine. We have never operated under this program 4s 
the HHFA and we have never made any loans. 

Mr. Pures. Was this in the bill last year? 

Mr. Coxe. It was put in over in the Senate. 

Mr. Putuirs. I had associated this with an older program, 4 
program of community aid. 
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INCREASE IN DIVISION OF PLANS AND PROGRAMS 


What is the justification today for the size and the increased 
appropriation on page A~9- -that is the easiest reference? What is 
the justification for the Plans and Programs Division? W hat is the 
justification for the 21 people making plans and programs? 

Mr. Frantz. That increase is the staff that would be added under 
this $100,000 estimate for defense planning. That is the program 
delegated to the Administrator, with the approval of the President, 
by FCDA and ODM. 

“Mr. Puiuurps. Your figure there is for something you have been told 
to do by FCDA? 


Mr. Cote. That is correct. 
RELATIONSHIP OF MAN-YEAR AND DOLLAR ESTIMATES 


Mr. Putuurps. I thought the chairman’s questions to you on that 
table had to do with the fact that you have decreased the number of 
people 93, in the Washington office, and increased it only 44 in the 
field, which makes a net reduction of 49, but your increase in costs for 
the year—they are all personnel, I guess—amounts of $1,742,000. 
There was a good deal of discussion but I thought in simple language 
that was what the chairman was asking you, how you do justify a re- 
duction of 49 man-years—not people—and still have an increase of 
$1,742,000. Am I right? 

Mr. Frantz. Not quite, Mr. Phillips. Let me do the arithmetic a 
little differently. 

Mr. Puttures. I use old-fashioned arithmetic where you subtract 
one figure from another, you know. 

Mr. Fotury. We use adding machines. 

Mr. Franrz. There are in 1955, 645 man-years, of which as the 
third line shows, 30 man-years are attributable to this special investi- 
gation which is out of the picture, so for comparability you have to 
subtract those. There are 615 net man-years, then, in 1955. 

Mr. Patturps. Why do I have to subtract them? All I am taking 

the amount of money you spent last year and the amount of money 
you are going to spend next year, and if you dropped off 30 people, 

. is in support of my argument. 

. Frantz. We will put them back in. There are 645 man-years 
this ‘yeak and 882 next year. There is a difference of 237.7 man-years 
between the 2 years. 

Mr. Foturn. That is in the second column from the right on table 
. page A-9, 

\lr. Potties. I have it now. All right, now I have it. 

I subtracted those 2 and got 237. There is an increase of 237 but 
then I subtracted 521—I see ha you did. I was taking bodies, 
~ you were taking man-years. 

Foun. Most of the bodies are just going on the payroll now. 

. Pains. It won’t be a full year. Does that account for the 


. Frantz. Yes, sir. 





1416 


INTERNATIONAL HOUSING STAFF 


Mr. Puiuures. What is this international staff that you now haye? 
Where did I see that? 

Mr. Frantz. That is on page A-9, Mr. Phillips. 

Mr. Puriuies. What is all that? You must have had it last year 
but I didn’t recall we went into international relations. 

Mr. Coun. Yes, we have. As you know, it is a small staff. 

Mr. Puiturpes. The same number as last year? 

Mr. Cour. Yes. That is the staff that works with the FOA and 
the State Department. They advise the State Department and reeruii 
for the FOA people who are sent in various parts of the world to assist 
other nations in developing their housing programs. In addition to 
it, it answers questions from Congressmen and international housing 
experts both at home and abroad, on questions of international hous- 
ing. In addition to that, it programs the studies and research activities 
of businessmen and government officials from foreign countries who 
come to the United States under the auspices of the United Nations 
and FOA to study housing in America. 

Mr. Puruires. Do you mean that you are advising the FOA? 

Mr. Coie. We are advising FOA in certain areas, we will say 


RACIAL RELATIONS STAFF 


Mr. Puiiures. On this racial relations service, we had an idea that 
you should reduce the number of your people here, and increase them 
out in the field if you wanted them, where they really might do som 
good. 

Mr. Cour. I think you have a point, frankly. We have been 
studying it very carefully. Mr. Phillips, I am greatly concerned about 
the racial relations problem —let’s say the minority housing problem 
in our agency. I think it is a very difficult and complex one. We are 
now in the ‘proc ess of taking a real look at that division to decide 
what we should do with it. 

Mr. Puitires. On M-7 you had an item for decalcomanias and | 
was curious to know what you use them for. 

Mr. Frantz. Those are used to identify automobiles and items of 
equipment and fixed property. Every piece of accountable property 
is identified. 

Mr. Tuomas. Thank you, gentlemen, very much. We will see 
you in the morning with the Home Loan Bank Board at 10 o'clock. 


WEDNESDAY, Marcu 9, 1959. 


UrsBan RENEWAL ADMINISTRATION 


WITNESS 
J. W. FOLLIN, COMMISSIONER, URBAN RENEWAL ADMINISTRATION 


Mr. Tuomas. Gentlemen, the Committee will please come to order. 

Mr. Puiuies. I asked yesterday about 2 or 3 problems which | 
should have asked about when the Administrator was here with bis 
staff. I am somewhat apologetic for having to take up time now 02 
this matter, but I think it is important. 
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Mr. Follin is here. I will have to ask him to tell me again what the 
new name of his division is. 

Mr. Fotutrxn. The Urban Renewal Administration. 

That is a reorganization of the old Division of Slum Clearance and 
Urban Redevelopment, by an order issued by the Administrator under 
the powers which you gave him in the appropriation act last year. 


COLUMBUS CIRCLE PROJECT, NEW YORK CITY 


\fr. Potties. Mr. Follin, last year in the committee hearings, at 
page 2263, questions were asked about the Columbus Circle project 
in n Ne w Y ork. That matter was referred to you because it seemed to 

hat the authorities of the city of New York were asking for money 
which Congress had appropriated for slum clearance, and that they 
were using it for purposes which were not reside ntial, and, perhaps, 
were not directly in line with the intent of the Congress and the Com- 
mittee on Appropriations. We never had a final report, to bring us 
up to date. Would you make a somewhat brief report on that now? 

Mr. Forums. Mr. Chairman, your interest in the Columbus Circle 
project a year ago stemmed from some criticism from one place in 
New York that the project area was not eligible, under the way it 
had been approved for Federal grant. 

We presented to you at that time a statement which is published in 
the proceedings of last year’s hearings. 

However, [ think that statement should be supplemented both as 
to some things which happened before your inquiry was made, and 
as to what has hi appened since, so as to bring you right up to date on 
the status of that project. 


SPECIAL STUDY OF PROJECT 


When 1 became Director of the Division of Slum Clearance and 
Urban Redevelopment on July 1, 1953, I found that there had been 
this criticism of the Columbus Circle project along the same lines that 
it came to the attention of your committee, and Mr. Cole and | 
employed special counsel to make a study of that project and the 
conditions under which it had been approved. 

Our special counsel reported to us that the method of qualifying 
the provisions of the Federal act, that is, that it end up in 
as a residential area, was somewhat questionable in that, as you 

emember, they took certain garage space in the Coliseum Build- 
id added it to the adjacent residential plot in order to make that 
‘tial area greater than the ground area under the Coliseum. 
\ir. Paruiaps. You mean they took an area which was to be used 
parking space? 
. Fouurn. Yes; an area which was to be used for parking space. 
Puituties. And considered that as part of the residential area? 
Fouuin. Yes, and considered that as part of the residential 


vever, our special counsel said that under the law the Adminis- 
r did have considerable discretion in determining eligibility since 
aw itself did not lay down hard and fast rules. He was not 
tical about that, since the ground area that was devoted to 
ntial use was almost 5C percent of the total. 
Puituips. That is right. 
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Mr. Foun. However, he told us that there was nothing we could 
do about it at the time because the project was under contract, and 
there was no evidence of either fraud or misrepresentation in placing 


the project before the Federal Agency. 


CHANGE IN PROJECT PLAN 


However, it happened that New York changed the plan for rey 
of the area, what we call the urban redevelopment plan. We wer 
advised finally by the city of New York, earlier in April of 1954, which 
was subsequent to your hearings here in the Appropriations Committee 
that they had let a contract for the building of the coliseum structure 
not exactly as it had been presented to us in getting approval of 
the project, but including a 20-foot office tower for the purpose of 
bringing in income to the coliseum. 

Mr. Puruups. You mean a 20-story office building. 

Mr. Foun. Yes, a 20-story office building. The purpose of that 
being to enhance the revenue to the coliseum so that it might, j 
possible, become self-supporting. 

On receiving that information from the city of New York I wrote 
them a letter under date of April 15, 1954, and I suggest that this 
letter be inserted in the record. 

I will, for your information, give you 3 or 4 high spots of the letter, 
because it will help you in an understanding of the project. 

First, I want to call your attention to the fact that under the 
contract then in existence between the city of New York and the 
Federal Government it was necessary that any change in the re- 
development plan be submitted to the Federal Government for 
approval before it was made, and this had not been done. 

In the second place, we indicated that since the land under the 
coliseum was being used more intensively, for an office building as 
well as the coliseum, we thought the Triborough Bridge and Tunne 
Authority should pay more money for that land, which would decreas 
both the Federal subsidy and the local contribution to the project. 

Third, we said that by putting an office building there it might be 
that the project now could hardly be considered as qualifying under 
the law, in that development of the commercial end of the projec! 
was much more intensive than the residential end. 

Since that letter was sent out in April we have had many conferences 
with the city of New York, but we have not as yet reached a conclusion 
of the negotiations, although there is a meeting soon with New York 
City officials, and it may be at that time it will be resolved. 

The city has not submitted a change in the redevelopment plat 
for our approval as required under the contract. In fact, initially Nev 
York disclaimed it had the responsibility to do that, interpreting the 
contract differently than we do. 

New York has made one offer to increase the payment for the land 
under the Coliseum, which we rejected, and we have made one sugges 
tion for solving the difficulty. 

Our suggestion, which we think is fundamentally better than thei 
would be that the land under the tower be taken out of the project 
as far as Federal subsidy is concerned. 

The deletion of that area would make the ground area for residenti®! 
reuse predominate over the ground area for commercial use under thé 
coliseum building proper. 
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Mr. Purturps. I think, Mr. Follin, the chairman will agree with me 
that this committee would think it a very good idea and you should 
stand on it, because you would establish a precedent, if you did not 
do that in this type of a project, by which parking areas could be put 
in as residential areas. 

You might let this committee know how you come out after the 
meeting. 

Mr. Foun. I shall be glad to. 

(The letter submitted by Mr. Follin is as follows:) 


Hovusinc aNp Homsp Finance AGENCY, 
Division OF SLUM CLEARANCE AND URBAN REDEVELOPMENT, 
April 15, 1954. 
Hon. RoperT Mossgs, 
Chairman, Committee on Slum Clearance, 
Box 35, Triborough Bridge Station, New York 35, N. Y. 

Drak Mr. Moses: This will acknowledge the receipt of your letter of April 
7, 1954, to which was attached a copy of a brochure entitled ‘“‘The New York 
Coliseum”? showing the general plans for the coliseum project ‘“‘as it is being con- 
structed”. Although we had previously seen a news item pertaining to the 
change in the coliseum project and had received informally information that the 
change was under consideration, your April 7 letter is the first official communica- 
tion pertaining to the change in the coliseum that we have received. 

According to the Triborough Authority brochure which you submitted, the 
revised plans for the coliseum involve the addition to the coliseum structure of a 
20-story office tower containing 533,612 net square feet of space, in addition to 
subsurface parking space. It is further indicated in the brochure that the Tri- 
borough Bridge and Tunnel Authority, of which you are the chairman, has already 
entered into a contract for the construction of the coliseum and office building. 

As you know, it is required under the terms of the capital grant agreement 
between the city and the Federal Government that proposed changes in the 
redevelopment plan be submitted to us for our consideration before they are 
effected. This was not done with respect to the coliseum change. 

In addition, the price paid by the Triborough Bridge and Tunnel Authority 
for the coliseum site was predicated upon the redevelopment plan for the Columbus 
Circle project as originally approved. With the change in the plan to provide 
for the construction of a 20-story office building, it is our view that the value of 
the land acquired by the authority has increased substantially. Since the selling 
price of the project land sold by the city has a direct bearing upon the capital 
grant payable by the Government, it would appear to us that some adjustment 
in the capital grant payable will have to be made in order to compensate for 
differences in value resulting from the change in the reuse of the project area. 

Moreover, the addition of a 20-story office building constitutes such a major 
change in the redevelopment plan proposed reuse that we have serious doubts 
whether the project is now eligible for financial assistance under title I. As you 
well know, the determination that the reuse under the original redevelopment plan 
was predominantly residential was a very close decision and has been severely 
criticized. From a preliminary examination of the material transmitted with 
your letter of April 7, it seems highly unlikely that such a determination could 
have been reached had the present plans been submitted in connection with your 
original application. Accordingly, it appears that we have no alternative but to 
reexamine this whole matter. 

In view of these facts and of public hearings scheduled for April 21, I would 
urgently suggest that you send your authorized representative to meet with me 
on Monday, April 19, to explore possible courses of action. 

Sincerely, 
J. W. Fouuin, Director. 


WASHINGTON SQUARE, SOUTHEAST AREA, NEW YORK CITY 


Mr. Pumps. We have another case in the Washington Square 
area of New York, which has been brought to the attention of the 
subcommittee, in which a business area is being cleared out, an area 
involving some 1,100 little merchants. 
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There is a question in this committee’s mind as to whether or no 
that establishes a precedent, or would establish a precedent, of callinp 
a business area aslum when there are practically no residences iny olved 

I have quite a file on it. I do not think you need that, nor do | 
think it is necessary to put anything in the record on it at this tin, 
except to ask about the Small Business Administration sending a staf 
over there to investigate it as an intraagency courtesy. It was no 
an official action, though. I will ask you to tell us what the sity. 
tion is on that, please. 

Mr. Foun. Yes, I shall be very happy to. 


PROJECT ELIGIBILITY CHARACTERISTICS 


As far as eligibility of the project is concerned, the eligibility rule is 
a two-way rule, as you will recall. An area to be eligible may stan 
out as a blighted area predominantly residential in character, in whid 
case the re-use can be either residential, industrial or commercial, by 
if it starts out as a predominantly nonresidential blighted area, the 
its re-use must be predominantly residential. 

In the case of the Washington Square Southeast project the re-use 
residential, so that the area as it now exists does not have to be resi- 
dential, but it does have to be blighted. 


HIGH-PRICED RESIDENTIAL RE-USE 


Mr. Puituips. That raises this question: Do we understand wher 
we put up the money that you can take an area and put in a hig! 
priced residential area in place of it? Is that perfectly all right unde 
the law? 

Mr. Fouurn. There is nothing in the law that prohibits it. 

Generally that is a matter that the locality considers, that is, what 
is the most desirable and logical use under the entire city plan. 

Now the committee on slum clearance in New York, of which M 
Robert Moses is chairman, gave very careful thought to what typ 
of residential redevelopment ought to go into that area, and the 
felt because of its desirable location, very near downtown, it is right 
below Washington Square, that it would support almost a luxwy- 
type apartment reuse. And in that case, of course, the return = 
the sale of the land would be enhanced, the total subsidy would 
decreased, and the Federal subsidy would be correspondingly | 
creased. 

Mr. Moses justifies it entirely on the basis that he is buildu 
great volume of very low-cost and medium-cost housing in th 
New York area, and that it is not necessary to put that type o 
on this property, and since the Federal law does not prohibit 
felt that high-rent apartments was a proper use. 

Mr. Paruures. And you do call this a blighted area, even fro 
standpoint of the present type of business that is in it? 

Mr. Fouuin. Yes, sir, the area is badly blighted. It has 
to be a very undesirable area. It is a menace to New York 
versity which is immediately north of it, and it really needs 
redeveloped. 

Mr. Yates. What do you mean by “a menace’ 

Mr. Fouuin. It has been dangerous for students of New 
University to stray too much off the campus at nighttime. 


» 
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CHARACTERISTICS OF BLIGHTED AREAS 


Mr. Botanp. What makes a blighted area? 

Mr. Fotuin. There are several things involved in that. One thing 
is deterioration of the structures themselves which are in it. Another 
thing might be the deterioration of city services, the wearing out of 
city streets, the lack of recreational areas, parks ‘and playgrounds, or 
other facilities which tend to upgrade an area. Another thing is the 
type of people that it gets in it as it goes down the scale of things and 
vets progressively worse from the standpoint of the occupants and 
their habits. 

STIPULATIONS AND REQUIREMENTS 


\Ir. Potties. I understand that you have made certain stipulations 
or requirements of the city of New York in connection with this 
recently. What are they? 

\lr. Fortin. Yes, we did, Mr. Phillips. 


SMALL BUSINESS ADMINISTRATION SURVEY 


Let me refer, first, to the survey which I asked the Small Business 
Administration to make because there seems to be some misunder- 
standing about it, and some thought that we did not pay proper 
attention to the opinions of the experts who were used. 

When I first got the project for approval, late in the year 1953, 
there was some hesitation in business ac tivity in the United States, 
you will recall. 

Looking ahead to the time a year or a year and a half from then 
when = city might be dispossessing people in order that the buildings 
could be demolished and the redeve lopment begun, I thought it would 
be a bad thing if those people were being disposse ssed at a time when 
there was any appreciable unemployment in New York City. So 
I asked my colleague in the Lafayette Building, Mr. Wendell Barnes, 
Administrator of the Small Business Administration, if he would have 
a study made of the possbile detrimental effect upon small business 
due to the relocation that would be required on their part. He em- 
ployed two well known and nationally known realtors to make that 
study, and they made a report to him which he, in turn, transmitted 
to me in the spring of 1954. 

The experts cautioned about carrying the project through if it 
would cause much relocation, saying that, in their opinion, there was 
a question whether or not there was sufficient area into which these 

| businesses could move. 

| gave considerable heed to the advice of that report, and, in fact, 

id the project up for several months to make some further studies 
id to discuss it with the city before determining what we should 
hout it. 
the course of the next 4 or 5 or 6 months the general business 
ation changed considerably, as you know, and at the end of that 
¢, it seemed to me, in my judgment, that the relocation could be 
taken without causing any perceptible unemployment 
ever, I requested the city to give further guaranties as to 
r to carry out the relocation of these firms. 
understand, there is nothing in either the New Yor! 
deral law, which requires that you relocate businesse 


16 55 pt. 2 40) 
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must relocate families. You will recall that families must be satis. 
factorily relocated, or you cannot carry through a redevelopmey; 
project, but there is no such restriction placed on the relocation of 
small businesses or of any kind of business. 

I felt at the end of that time that the situation had improya 
sufficiently to where, if New York City itself would guarantee ; 
help in the relocation of these firms, it would be safe for us to giy, 
approval to the project—bearing in mind that always we must le 
careful that we are not dictating the details of these city projects 
to the city officials who are responsible for such activities. 


BOARD OF ESTIMATE AID IN RELOCATION 


So, I asked New York to have its board of estimate, which js its 
top governing body, consider the matter of relocation of the businesses 
and to determine if it was feasible for them to relocate, and at th 
same time to give aid and assistance in the relocation. They con- 
plied with these requests. 

That having been done, and the situation having changed, as | 
have indicated, I felt it was then proper that we should give approval 
to the project. 

Mr. Puiuurps. This is a title I project? 

Mr. Foun. Yes, sir, this is a title 1 project. 

Mr. Puiturpes. Then all that remains, so far as this committee is 
concerned, is for you to see that New York City carries out its 
promises? 

Mr. Foun. Yes, sir; that is correct. 


AMOUNT OF GRANT 


Mr. Tuomas. What is the amount of the grant? 

x . = ~ 
Mr. Foun. The amount of the grant is $8,250,000. 
Mr. Tuomas. Thank you very much. 


BARRY FARMS AND MARSHALL HEIGHTS AREAS 


Mr. Puruures. I have one suggestion that I would like to make ona 
third matter, in view of the fact that in yesterday’s hearing, when w 
had the Federal Housing Administration here, I put in the record then 
certain rather strong statements regarding the attitude of this con- 
mittee toward the attempts of the National Capital Planning Con- 
mission to remove property owners from an area known as Marshal 
Heights and another area known as Barry Farms, which would remove 
them from the category of homeowners. These people were givel 
that land some 70 or 80 years ago in order that they might have home 
ownership for a minority group. 

In view of the fact that I put it on the record then I think I shoul! 
refer to it now by saying I feel very strongly on the subject, and |! 
think this subcommittee does too. Rather than take the time noi 
to discuss it, Mr. Follin, since this matter would probably come unde! 
your jurisdiction, would you be willing to come down some day al 
drive over there with me, to see just what you think is the possible 
solution of this very serious problem? 

Mr. Foun. Yes, sir; I should be very happy to. 

Mr. Puiuurps. I think that is satisfactory. 

Mr. Tuomas. Thank you very much, Mr. Follin. 
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TUESDAY, 


HOME 


LOAN INSURANCE CORPORATION 


WITNESSES 


WALTER W. McALLISTER, CHAIRMAN OF THE BOARD 


IRA DIXON, MEMBER OF THE BOARD 


WILLIAM H. HUSBAND, GENERAL MANAGER, FS & LIC 


VERNE C. BONESTEEL, CHIEF EXAMINER, HLBB 


THADDEUS CORCORAN, BUDGET OFFICER, HLBB 


N. J. EISEMAN, BUDGET ANALYST, OA 


Amounts avatlable for administrative expenses 


1954 actual 





tion or estimate. 


1 $775, 000 
ibursements from other accounts. 


42, 867 
817, 867 


—18, 145 


Total available for administrative expenses - - - -- 
Unobligated balance, not available for subsequent use 


Administrative expenses incurred 799, 722 2 


Administrative expenses by activities 


Description 1954 actual 


Executive direction and staff services ; 
2, Examination and supervision of Federal home loan banks 
Supervision of Federal and State-chartered insured insti- 
tutions 137, 
4, Charte -~ of Federal savings ‘and loan associations and 
branches thereof... . sinsbia 47, 


366 
Fiseal and house keeping serv ices. ee 220, 888 


$271, 329 
122, 850 


IRQ 


Administrative expenses incurred. 799, 722 | 


Administrative expenses by objects 


Object classification 1954 actual 


lotal number of permanent positions 13 
Average number of all employees ¥ ; 12. 
Number of employees at end of year 12 


Average salaries and grades: 
General schedule grades: 
Average salary -- 
Average grade 


Personal services: . 
Permanent positions_- 
Regular pay in excess of 52-week base 
Payment above basic rates 


- otal personal services-.--- 

rave 

Transportation of things. 

Communication services. - 

Rents and utility services . ‘ 

Printing and reproduction ae - 

Other contractual services j . 
Services performed by other age ncies 

Supplies and materials-- 

Eq juipment. 

tefunds, awards, and indemnities 

Taxes and assessments..-- 


Administrative expenses incurred _- 





Marcu 8, 


LOAN BANK BOARD, FEDERAL SAVINGS AND 


1955 estimate 


$775, 000 
63, 200 


S38, 200 


1955 estimate 
$297, 361 

119, 155 

146, 892 


53, 097 
221, 695 


838, 200 


1955 estimate 


13% 
12 
12 


$5, 606 


16, 400 
. 210 
500 
700 
2, 900 

24, 100 

200 

100 

690 


200 


) 
‘ 


1955. 


1956 estimate 


$920, 
63, 


983, 


| 1956 estimate 


$340, ; 
161, 66 


194, 


1956 estim: 


78, 122 
. 400 
, 500 
», 5OO 
, 320 
500 
700 
3, 000 
, o8S 
5OO 
300 
770 


983, 000 
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Amounts available for nonadministrative expenses 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate 


Limitation or estimate $2, 085, 000 $2, 395, 000 
Reimbursements from other accounts. -. a : 3, 188 : a 


Total available for nonadministrative expenses. - 2, 088, 188 2, 395, 000 
Unobligated balance, not available for subsequent use. - - --- —18, 122 | 


Nonadministrative expenses incurred - -- 4 ; 2, 070, 066 | 2, 395, 000 


Nonad ministrative expenses by activities 


Description | 1954 actual | 1955 estimate 


1. Executive direction and staff services_____--.-- $43, 002 $44, 816 
2. Examination of savings and loan associations.--_-_. 2, 027, 064 2, 350, 184 


Nonadministrative expenses incurred . 2, 070, 066 2, 395, 000 


Nonadministrative expenses by objects 


Object classification | 1954 actual | 1955 estimate 


Total number of permanent positions --- ‘ i : 363 405 
Average number of all employees kane saidonka 331 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary -- ad eies 
Average grade... . J b cniaet 3-7.5 GS-7.9 


Personal services: 
Permanent positions. ‘ $1, 468, 183 | $1, 692, 195 
Regular pay in excess of 52-week base - ------ orcas 6, 267 | 7, 740 
Payment above basic rates a as 3, 089 | 


Total personal services = 1, 477, 539 | 1, 699, 935 
Deduct portion not chargeable to limitation... 17, 971 | 

Net personal services ‘ : ‘ 1, 459, 568 | 1, 699, 935 

Travel neon acasinag ane 436, 411 | 505, 000 

Transportation of things 4, 476 1, 500 

Communication services . 28, 455 | 37, 000 

Rents and utility services_- 41, 206 | 2, 500 

Printing and reproduction 6, 147 7, 500 

Other contractual services vale 624 | 5, 500 

Home Loan Bank Board services. 74, 373 , 500 

Supplies and materials . : | 7, 881 8, 500 

Equipment Sevata 3. 737 2, 565 

15 Taxes and assessments . 7, 188 , 500 


Nonadministrative expenses incurred. : | 2, 070, 066 | 2, 395, 000 


FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 


Amounts available for administrative expenses 


1954 actual | 1955 estimate 


Limitation or estimate $455, 000 $455, 000 
teimbursements from other accounts | 1, 746 

lotal available for administrative expenses 456, 746 155, 000 
Unobligated balance, unavailable for subsequent use | 13, 950 


Administrative expenses incurred $42, 706 £55, 000 
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Administrative expenses by activities 


Description | 1954 actual | 1955 estimate 1956 estimate 


—| 
Direct Administrative Expenses 


riting SAY, 04: $93, 055 $108, 021 

n of default and pay ment of insurance _- 3, 338 51,113 64, 504 

of operations 39, 27 140, 638 144, 105 
lirection and fiscal and other administrative 

39, 36 170, 194 | 183, 280 


rect administrative expenses , 05 455, 000 500, 000 


e Expenses Payable Out of Reimbursements From 
Other Accounts 


iting 


strative expenses incurred 2, 796 455, 000 


Accrued administrative expenses by objects 


Object classification 1954 actual 1955 estimate | 1956 estim 


Summary of Personal Services 


I r of permanent positions- 
umber of all employees. - 
f employees at end of year- 


ilaries and grades: 
ral schedule grades: 
verage salary... 
verage grade. __- 


] service obligations: 
manent positions. : lew ; 5 $380. 021 
tions other than perms anent__- 

te r pay in excess of 52-week base 

yment above basic rates_.....--- 


tal personal service obligations 
ion not chargeable to administrs itive expense s 


ersonal service obligations ---- 
Direct Administrative Expenses 


nal services... 

] 
nsportation of things 

unication services _ 

id utility services 

ng and reproduction _- 
r contractual services - - - 7 
General Accounting Office _- 
upplies and materials_. ‘ 


nt 


i] direct administrative expenses - 


fy 


itive Expenses Payable Out of Reimbursements From 
Other Accounts 


or 


Mr. Toomas. The committee will please come to order. We have 
fore us this morning the Home Loan Bank Board. It is always 
hice to have with us this group, particularly the able chairman, 
lr. McAllister; Mr. Dixon, member of the Board; Mr. Husband, 
peers il manager; Mr. Bonesteel, chief examiner; and Mr. Corcoran, 

e budget officer. 

‘Do you have a general statement you would like to present, Mr. 
leAllister, or any “other member of your group? If so, we will be 
plad to hear r you. 
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Mr. McAuuisrer. Thank you, Mr. Chairman. 

Mr. Tuomas. Have I overlooked anyone in listing the names? 

Mr. McA.uister. No. 

Mr. Puiuures. It is a three-member board, however. 

Mr. McAuuister. Yes. Mr. Divers was the other member, th 
Democratic member and he resigned as of December 31, 1954, ang 
the vacancy has not been filled. Mr. Dixon is the other Board men. 
ber, the Republican who took office in September of 1954. 

Mr. Tuomas. It is nice to have you with us, Mr. Dixon. 

Mr. Drxon. Thank you. 


GENERAL STATEMENT 


Mr. McAuuister. Mr. Chairman and members of the committee: 
I will start out by stating my name, Walter W. McAllister. I am 
Chairman of the Home Loan Bank Board, a three-member, bipartisan 
board, which supervises the Federal Home Loan Bank System, the 
system of Federal savings and loan associations, and the Feder 
Savings and Loan Insurance Corporation. The Home Owners Loan 
Corporation which it also supervised was dissolved effective February 
3, 1954. 

Our estimates, as usual, are based on the policy that the Board in 
discharging its responsibilities should do so in the most efficient ant 
economical manner. The »y are presented in the 3 parts consisting of 
the Home Loan Bank Board, with 147.9 working employees, with a1 
estimated budget of $920,000. 

The Examining Division with 399.8 employees, with a budget o/ 
$2,870,000. 

The Federal Savings and Loan Insurance Corporation, with 76.2 
employees with $500,000 budget. 

That makes a total of 623.9 emplovees with a total estimated 
budget of $4,290,000. 

The employment figures, when compared with the current year 
reflect an increase of 21.1 man-years in the Board; 68.8 man-years in 
the Examining Division; and 7.4 man-years in the Insurance Cor- 
poration. In terms of dollars the increases are mostly in personal 
services. As the reasons for the increases are fully outlined in t! 
justifications already submitted to you, I will not take up your time 
by discussing them here, except to say that they include provisiol 
for both replacement and trainee programs in the Board and Insut- 
ance Corporation which I will refer to later. 

My remarks will be confined to outlining briefly the activity and 
growth of the savings and loan business last year, current busines 
trends, the business outlook for 19: 56, and the impact of those forces 
on the supervisory and other responsibilities of the Board, including 
the Insurance Corporation. 


E 


PROSPERITY OF SAVINGS AND LOAN BUSINESS 


When I was before this committee last year, I told you gentleme! 
that in line with the most prosperous year in ne Nation’ s history (1958 
the savings and loan business enjoyed the most prosperous yeat | 
its history. Although the level of the national economy in 1954 il 
not altogether reach the 1953 level, the savings and loan busines 
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exceeded its 1953 record in all phases of its activities. The increasingly 
wider public understanding of the nature, character, strength and 
safety of the savings and Joan business contributed creatly to this 
achievement. The business showed more vitality and. growth in the 
last 12 months than in any comparable period in its over 120 years 
of existence. 

It looks forward to 1955 as the busiest year in its history, with 
consequent greater growth and stability. Savings capital, new 
mortgage loans, reserves and surplus are ‘all expected to exceed the 
1954 growth. 

The total assets of the Federal Home Loan Bank membership in the 
last 5 years increased from $13 billion to $28 billion, an increase of 
s15 billion or 115 percent. This gives a slight idea of the tremendously 
rapid rate of growth of the business in recent years. At the current 
rate of srowth, assets should reach $50 billion in the next 5 years. 

Such ‘erowth, of course, carries with it greater and more complex 
responsibilities for the Board. Regulatory “and supervisory problems 
are inevitable where the rate of “erowth is so rapid. The budget 
estimates are intended to provide for an adequate staff to handle the 
increasing workload resulting from this record level of activity. 


HOME LOAN BANK BOARD 


In terms of growth, membership in the Federal Home Loan Bank 
system at June 30 last was 4,173, an increase of 77 member institu- 
tions over the previous year. Tota! assets of the membership reached 
$28.1 billion, an increase of $4.3 billion or 18 percent during the 
12 months. 

Mortgage loans made by the savings and loan membership during 
fiscal 1954 reached $7.7 billion, a gain of 10 percent over the 1953 peak 
igure. Net savings were $3.9 billion, an increase of 16 percent in the 
same period, Increases were also reflected in the number of new sav- 
ings accounts, in earnings paid on savings, in savings capital, and in 
reserves, These increases are all the more significant when it is noted 
that the figures for both 1952 and 1953 were peak figures. 

Applications for Federal charters last year amounted to 56, an 
increase of 10 over the year before; applications for branches re flee ‘ted 
1 25 a nt increase. Assets of Federal associations reached $15.3 bil- 
lion, an 18.6 percent increase in a year; their reserves and undivided 
profits exceeded $1 billion, an increase of 17 percent in the same period. 

The 11 district Federal home-loan banks made loans to their member 
institutions during fiscal 1954 of $724 million, an increase of 12 percent 
over the year before. Repayments totaled $767 million, leaving $675 

million outstanding at June 30 last. 

The increased savings of investors in savings and loan associations 
reduced the borrowing needs and related activities of the 11 district 
banks last year. The “Board made 6 offerings of consolidated Federal 
Home Loan Bank obligations, totaling $457.5 million for terms of 
| vear or less. That was a decrease of $60 million, or 11.6 percent from 
the previous year. 

EXAMINING DIVISION 


This Division, as you know, makes supervisory examinations of all 
institutions insured by the Federal Savings and Loan Insurance 
Corporation; it also makes eligibility and other examinations when 
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necessary. ‘The costs of all such examinations are paid by the insti. 
tutions examined. 

The unprecedented increase in the assets and business activity 0 
insured member institutions in recent years has naturally had its impact 
on the workload of this Division. The budget assumptions upoy 
which the Division’s estimates were based each year did not fully 
measure up to the rate of growth and business activity actually ey. 
perienced. The workload each year was greater than anticipated. 
This resulted in the development of a backlog of past-due examina. 
tions. 

At the beginning of the current fiscal year, there was a backlog of 
535 past-due examinations. Because of insufficient funds to employ 
a full staff in the current year, the backlog is expected to increase to 
over 600 by June 30 next. The Division’s 1956 estimate, which 
provides for an estimated workload increase of 39 percent over last 
year, is intended to dispose of the backlog and bring examinations 
into a current status. Although the estimates each year for the last 
five years were also intended to dispose of the workload backlog and 
bring examinations current, we believe the 1956 estimates are based 
on a more realistic evaluation of the job to be done. 

Gentlemen, the Board is deeply concerned about this backlog 
situation. First, because of the potential danger inherent in such a 
condition and, secondly, because of the Board’s inability to take 
immediate remedial action in this or comparable situations. This lack 
of freedom in handling the current situation is largely associated with 
the language limitation which spells out the total amount of funds 
which may be used each year in making such examinations. We 
believe the need for flexibility in funds to handle the current situation 
is urgent. We also believe that the present situation points up the 
danger which a period of local, regional, or national emergency would 
present to the Board if such rigidity in funds existed. It would act, 
and it does now, to prevent immediate and appropriate action from 
being taken. 

We do vigorously urge you, Gentlemen, to permit us the financial 
freedom necessary to act immediately in any given situation. This 
can be done by simply eliminating the language limitation applicable 
to the Division. 


FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 


As you gentlemen know, the Insurance Corporation insures savings 
accounts up to $10,000 in all Federal savings and loan associations 
and in approved State-chartered associations of the savings and loan 
type. At June 30 last, there were 1,622 Federal and 1,748 State- 
chartered member associations. 

The Corporation passed its 20th anniversary last year. Since its 
creation, it has exerted wide influence in a beneficial and stabilizing 
manner in the fields of thrift and economical home-financing. ‘The 
public has gradually become familiar with the fact that its savings 
can be safeguarded by insurance. This knowledge is today impelling 
uninsured associations of the savings and loan type to seek insurance 
of their savings accounts as an incentive to prospective investors. 
Statistics reveal that insured savings and loan associations are now 
attracting more savings than any other single type of financial institu 
tion, with the exception of life insurance companies. 
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The 20-year record of the Corporation’s growth reflects the follow- 
ing highlights: Membership at June 30 last was 3,370; assets of mem- 
bers reached $25.9 billion; the number of savings or share accounts 
was 13.3 ralllion, representing savings amounting to $22.4 billion; 
members’ reserves stood at $1.8 billion. We believe you will agree 
that this record speaks for itself. 

Membership in the Corporation since fiscal 1953 increased by 140, 
reaching 3,370 insured institutions at June 30 last. Assets of these 
institutions reached $25.9 billion, an increase of over 19 percent in 
ayear. These assets represented 90 percent of the assets of all asso- 
cations, although in number of associations the ‘vy represented only 
57 percent. 

Indicative of the amazing growth in recent years of the savings 
and loan business is the fact that more loans are now made in a single 

ear than were contained in the entire loan portfolio 10 years ago. 
Lonred institutions in fiscal 1954 made loans aggregating $7.2 billion, 
an increase of 11 percent over 1953. The amount of mortgage loans 
held by insured members at June 30 last aggregated $21.3 billion, 
Of these, 77.5 percent were conventional loans, 4.7 percent were 
FHA insured, and 17.8 percent were VA guaranteed. 

The high volume of lending activity implies a large flow of savings 
into these institutions. For the vear ended June 30, 1954, estimated 
gross savings aggregated $9.4 billion. After withdrawals, the net 
gain of $3.7 billion represented an increase of 17 percent over 1953. 

Reserves and undivided profits of all insured institutions at June 
30 last were $1.8 billion. This figure increased by over a billion 
dollars or 147 percent in the last 5 years. The Corporation’s reserve 
“i at June 30 last reached $147.6 million, an increase of nearly 

5 percent over the previous year. 

The potential lability of the Corporation last June 30 was $22.6 
billion, an increase of 19 percent over the year before. 


CURRENT TRENDS 


The continued high loan volume of the savings and loan business in 
liseal 1954 is being exceeded in the current year. This raises the ques- 
tion of the availability of mortgage credit. Wee xpect that the savings 
und assets of our institutions will at least maintain the rate of increase 
shown in previous years and will, with very little assistance from our 
Federal home-loan banks, adequately satisfy all mortgage loan de- 
mands made upon them. 

All indications point to a steadily rising home mortgage market for 
the remainder of the current fiscal year and through fiscal 1956. In 
general, the savings and loan business is in a sound and stable condi- 
tion. It is optimistic about the business outlook for 1955 and 1956. 


IMPACT ON WORKLOAD 


The increasingly high level of activity in the savings and loan busi- 
hess as just outlined to you gentlemen, and which promises to continue 
into the foreseeable future, has ste: adily increased the respective work- 
loads of the Board, the Examining Division and the Insurance Corpo- 
ration. The increases have outstripped the working capacity of the 
respective staffs to keep workloads current. The need for additional 
Personnel is accordingly provided for in the respective estimates. In 
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addition, our policy in prior years of absorbing the increasing workload 
with current staff has acted to keep our staffs at a level at ‘whic h it is 
no longer possible to have the flexibility so necessary in our type of 
operation. We have attempted to regain this flexibility by providing 
for a trainee program in the operations of both the Board and the 
Insurance Corporation in fiscal 1956. This program provides for 4 
trainees in the Board and 4 in the Insurance Corporation. Becaus 
of age and retirement eligibility of some of our key personnel in bot! 
organizations, we have also made provision for 7 re pl: wement positions 
4 in the Board and 3 in the Insurance Corporation in 1956. 

Provision is also made to increase the per diem rate in lieu of sub- 
sistence of the 17 members of the Federal Savings and Loan Advisor 
Council from $10 to $25. This increase in reimbursement for trans- 
portation expenses incurred by the members makes the rate compar- 
able to that provided for advisory committees in the Housing Act o/ 
1954. 

One of the yardsticks used by us to measure the economy of our 
operations in the Board is the total administrative expense cost per 
million dollars of membership total assets. In the case of the Examin- 
ing Division and the Insurance Corporation, we use the total expensi 
cost per million dollars of insured members total assets. This test, 
when applied to fiscal 1956, reflects a contirtuation of the downward 
trend in costs in the Board and the Insurance Corporation and a 
slight increase in the Examining Division over 1954. 

I thank you, gentlemen, for the opportunity to make this statement 

I shall be happy to answer any questions you may wish to ask. 

I would like to show you some charts, Mr. Chairman, which will 
take a few minutes, which graphically portray the progress of th 
agency. 

Mr. THomas. We would be glad to see them. 

Mr. McAuutster. The first one shows the number of employees per 
billion dollars of assets of the member institutions; that is, Bank Board 
employees. It started out somewhere around 18 in 1946 and it has 
leveled off currently to approximately 4. It seems to be reasonabl 
to expect that we have about reached the low as a figure per billion 
dollars that we can expect the figure to be. 

This next chart shows the number of Examining Division e mployees 
per billion dollars of assets of insured savings and loan associations 
They make the examination of the insured “State-chartered associt: 
tions and of all Federal associations; the number of employees sinc 
1946 has dropped down to an average of somewhere axons 11 or 12. 
There has been a slight increase in this current fiscal year. That comes 
about because we are endeavoring to put our ae on al? 
months’ basis instead of the longer interval. 

Mr. Yates. Is the basis for that chart $1 billion? How do you 
arrive at it? 

Mr. Corcoran. Per billion dollars. 

Mr. McAuutster. The number of employees per billion dollars 0! 
assets of examined associations. 

Mr. Puiuuips. Is that a reasonable criteria? I mean, 1 employe: 
or 8 employees would handle a billion dollars, or they could handle 
$2 billion. ‘Is that the banking method of arriving at statistical dats: 

Mr. Corcoran. It is just a ‘yardstick to find out how the expens* 
are running in comparison with the increases in assets. 
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Mr. McAuuister. We feel, Mr. Phillips, that that operation is on 
about as good a basis as we can expect it to be. 

\r. Yares. Does that chart show the employees per billion dollars 
assets? 

\ir. McALutster. Yes. 

\fr. Yares. It shows that you have about 12 employees per billion 
dollars? 

Mir. McAuuisrer. Per billion dollars in the Examining Division. 
Those are the ones that make the examination of the State associations 
that are insured and of all Federal associations. 

\fr. Potuuips. How many member banks are there? 

\ir. McAuuister. There are about 3,400 insured associations. 
ind | might say that the former Board had fixed an interval of 15 
months between examinations and as the assets of the association 
ine reased and the number of associations coming under supervision 

ikewise inereased, the interval of examination was extended until it 
averaged somewhere around 18 to 19 months, and on some Federal 
associations, the interval of examination had extended to as much as 
%months. Frankly, this Board does not think that is often enough. 
We think that every association ought to be examined within a period 
of 12 months. We think that is no more than right in line with the 
responsibilities that are assumed by the directors of the institution. 

Mr. Toomas. Well, we will go into that later. 

Mr. McAuuister. The number of employees per billion dollars of 
potential liabilities of the Insurance Corporation is shown on this 
next chart. This is the Federal Savings and Loan Insurance Corpora- 
tion and the number of employees has declined from 14 to approxi- 
mately 244 per billion dollars. 

The assets of member institutions of the Federal Home Loan Bank 
System is shown on the next chart which shows how they have been 
growing. Currently the assets total in excess of $28 billion. The 
total assets as of the end of the year of all savings and loan associations 
was $31.7 billion. 

Mr. Putturps. That [indicating] is the dollar line for 1956? 

Mr. NceAuurster. Yes; 1955 and 1956. 

And at the bottom is a chart showing the administration expenses 
of the Board. 

Mr. Toomas. Yes. 

Mr. McAuuister. The next chart shows the assets of the insured 
associations which currently stand at $28 billion and are projected 
through 1955 and 1956. The chart at the bottom shows the adminis- 
trative expenses of the Insurance Corporation estimated at a half- 

million dollars for 1956. 

a next chart shows the number and assets of member associations 

i the Federal home loan bank system; members are all Federal 
ssociations and such State-chartered associations as want to become 
members. All State-chartered members are not necessarily insured, 
ut most of them are; and it shows the number of members—the red 

ur—has been increasing slowly, whereas the assets have been in- 
teasing at a more rapid ‘Tate. 

Mr. P HILLIPS. Beginning i in 1935? 

Mr. McALLISTER. Beginning i in 1935, ves. 

And these [pointing to the next chart] are the assets of the insured 
ii the uninsured savings and loan associations. The green bar 


ol 
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shows the assets of the insured associations in 1935 through 1954 
the red bar is the uninsured, which shows that the uninsured have 
about held their own since 1945, whereas the insured associations haye 
gone at a very rapid rate. 

Mr. Puruuirs. Is not some of that due to the fact that money 
values are inflated? 

Mr. McAtutster. Oh, yes. 

Mr. Puiuurps. Rather than all increase in assets? 

Mr. McAuuister. Yes; in my judgment there is no question about 
that. 

The next chart shows the trend in assets of the insured State- 
chartered and Federal savings and loan associations. The State- 
chartered are shown in green and the Federals are shown in red. At 
first, the growth of the Federals was very much more rapid, but since 
1950, the line of the Federals and the line of the State-chartered indi- 
cate about the same rate of growth. 

The trend in assets of all State-chartered and Federal savings and 
loan associations is shown in the next chart. The blue is the State- 
chartered and the red the Federal associations. The trend of growth 
since 1950, in both of them, have been at about an even rate. 

Mr. Tuomas. That is very fine, Mr. McAllister, and we thank you 
for that statement. I think I am safe in saying to you that the com- 
mittee is inclined to let this group write its own ticket, because throug . 
the years we think you have kept your business in order, that it | 
been handled expeditiously and economically. 

Let us discuss for a few moments the general trends. 


OUTLOOK FOR HOUSING INDUSTRY 


What do you think the outlook for the housing industry is for the 
calendar year 1955, and what does it look like beyond the calendar 
year 1955? 

Mr. McAuutster. The country as a whole, I would say, can con- 
tinue to absorb a substantial volume of housing this year. By su)- 
stantial, | would say perhaps from a million to 1,200,000 units. 

There are certain areas of the country that are growing mor 
rapidly than others, and by the same token, there are others that : 
not growing. The more rapidly growing areas are California, on 
the housing standpoint; Florida, “and the southern portion of the 
United States as well. 

There is no oversupply of housing in those areas at the present time 
At the same time, I do believe that we are approaching a point when 
certain areas of the country will reach saturation, and it does not take 
very much difference between supply and demand, to have a very 
important effect upon the ability to sell houses. 

Mr. Tuomas. Are there any geographical areas in the United States 
now which have reached the saturation point in new housing ¢ol- 
struction? 

Mr. McA.uister. None that I would say have reached the dange! 
point. This is a magical figure and nobody can say just what would be 
the correct figure, but in my own thinking when the residential vacat 
cies reach 5 percent, or exceed 5 percent, that indicates danger. !! 
other words, we seem to be able to take care of the vacancies up 0° 
percent but beyond that point, it begins to have an adverse effect up0! 
rental values, and that, in turn, upon sales price. 
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AREAS OF HIGH CONSTRUCTION ACTIVITY 


Mr. Toomas. What sections of the country are having the greatest 
activity in new construction? 

Mr. McAuuister. California; southern California particularly, and 
Florida. 

Mr. THomas. What is next? You said a while ago the southern 
part of the United States. 

Mr. McAuuister. Texas would be one of the more active areas. 

Mr. Toomas. All of Texas? 

Mr. McAuuister. Yes, I would say all of Texas. I do not know 
of any portion of Texas where—— 

Mr. Tuomas [interposing]. What about New Mexico? 

Mr. McAuuistrer. I cannot answer that question. 

(Discussion off the record.) 


OUTLOOK FOR 1956 


Mr. Toomas. What is the prospect, what does the picture look 
like for the calendar year 1956 as of now? Can you look into the 
erystal ball and tell us that? 

Mr. McAuuister. Let me say that the savings and loan people 
are cautiously optimistic. We believe that we are going to experience 
avery satisfactory year. 

Mr. THomas. You are talking about the calendar year or the fiscal 
year? 

Mr. McA.uutster. 1955 is what I am talking about now, the 
calendar year 1955. 

Mr. Tuomas. About 1,200,000 to 1,300,000 for the calendar year 
1955 you think? 

Mr. McAuuister. 1,200,000 is my estimate. 

Mr. THomas. What does the picture look like to you for 1956? 

Mr. McAuuister. I do not know; probably a little bit less than 
that, because the family formations are declining, year by year. That 
is, We are building in excess of the family formations substantially 
right now. 

Mr. THomas. The assets of the Home Loan Bank Board and the 12 
banks and the 3,500-plus member banks have certainly grown. The 
Veterans’ Administration is perhaps financing more starts than the 
FHA. Whereabouts do you come into the picture? 


HOME FINANCING BY SAVINGS AND LOAN ASSOCIATIONS 


Mr. McAuuister. Last year the savings and loan associations—and 
vhen I speak of last year, I am referring to the calendar year 1954—the 
savings and loan associations made some $9 billion of loans. Our 
loans are almost exclusively residential loans. That represents 36 
percent of the total value of the residential loans made. 
Mr. Toomas. New starts and repairs? 
Ir. McAnuister. No. These are purchases and new construction. 
» Tomas. Yes. 
McAuutster. Repairs, small repair jobs, come under a different 
classification, 
Mr. Tuomas. But anyway the total amount of new starts and pur- 
uses in the country as a whole? 
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Mr. McALuisTErR. Yes. 


Mr. Tuomas. You did what percentage? 

Mr. McAuutster. Thirty-six percent last year. 

Mr. Tuomas. Is that in excess of what the Veterans’ Administratio, 
did? | 

Mr. McAuuister. It is just about what the veterans did—no, | 
believe it is in excess of what the veterans did. The veteran starts arp 
running now at a rate of about 35 percent; the volume of veterans 
construction showed a tremendous increase last year, where they were 
doing some 15 percent a month. 

Mr. Tuomas. The veterans showed an increase? 

Mr. McAuuister. Yes. 

Mr. Tuomas. And your institution showed an increase last year by 
about the same proportion? 

Mr. McAuutster. The savings and loan associations—of the §9 
billion in loans made last year, a billion dollars were to veterans. 

Mr. Vurseuu. Being a new member on the committee, you will 
excuse my lack of information which prompts this question. What 
percentage of those loans are insured by the Government? 

Mr. McAuutster. Of the loans that are made by the savings and 
loan association? 


Mr. VurRSELL. Yes. 
COMPOSITION OF MORTGAGE PORTFOLIO 


Mr. McAuurstrer. Taking our portfolio and analyzing those that 
are insured, we find that 18 percent are guaranteed by the Veterans’ 
Administration and 5 percent are insured by the FHA; in other words, 
in round numbers 23 percent of our portfolio is Government guaranteed 
or insured, and 77 percent of it is not insured or guaranteed by the 
Government—77 percent are conventional loans. 

Mr. Vursetu. In other words, if we should run into a saturatio! 
point and really get overbuilt, the Federal Government might be i 
a little danger on those? 

Mr. McAuuster. I do not think there is any question about t! 
insured or guaranteed loans. 

Mr. Tuomas. To the tune of about $30 billion liability? 

Mr. Vursetu. That is why you would have to watch this and not 
go too fast? 

Mr. McAuuister. Yes. 

Of the loans that were made last year, you can say that better tha! 
three-fourths of them were made on our own risk; that is, the risk of 
the institutions themselves and not at the Federal Governmeni’ 
risk. 

Mr. Vursetyi. What do you mean by “our own risk’’? 

Mr. McAtutster. You will have to excuse me; I have been exper'- 
enced—— 

Mr. Tuomas (interposing). By private funds rather than Gover?- 
ment. J 

Mr. McAuutster. I have been a loan executive myself and | stl! 
think about that, and I am still saying the risk of the institutions 
themselves. On the other hand, if those institutions are insured )) 
the Federal Savings and Loan Insurance Corporation and thos 
institutions should become insolvent, then that would place a burd 
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and risk upon the Federal Government through this Insurance 
Corporation. 

Mr. Tuomas. We find that the FHA in the final analysis, even 
though the Federal Government insures its mortgages, is dependent 
on its total volume upon the banking world, the banking mortgages. 
Do vou think that is largely true? Whereas the Veterans’ Adminis- 
tration differs because there are certain limitations to which it can go 
in making direct loans and doing their own financing. 

How does the Home Loan Bank Board fit into that picture? 


INFLUENCE OF HOME LOAN BANK BOARD 


Mr. McAuuistser. I do not know that I quite fully get your ques- 
tion, Mr. Chairman. 

Mr. Tuomas. After all, you do your own lending from your own 
funds. 

Mr. McAuurster. You are talking about savings and loan associa- 
tions? 

Mr. Tuomas. That is right. 

Mr. McAuuistTEer. Yes, we do. 

Mr. Tuomas. And the assets of the 11 big member banks are, in the 
final analysis, the assets of the members? 

Mr. McAuuister. That is correct. 

Mr. Tuomas. After all, it is the judgment of the Board that guides 
and has influence on the total number of starts and the total volume 
of business consummated during the year by the 11 big banks and the 
member banks. It, to some extent now, does influence the member 
banks; member associations, I mean, rather than member banks? 

Mr. McAuutstrer. Well, in an indirect way, not a direct way. If 
our study should indicate that we were having housing in excess of 
the demand, it would be reflected in the operations of the institu- 
tions themselves in this area. As the association reports come in 
monthly, we would know about it. We need to keep a constant 
watch, and if there is a surplus of housing, we would make that 
information available to our members, because we most assuredly 
want them to operate on a conservative basis. 

Mr. THomas. And in the final analysis, the day-to-day operation is 
largely the responsibility——— 

Mr. McAuurstrer. The responsibility of the management. 

Mr. THomas. What slight influence you have, is through insurance 
and the examining division? 

Mr. McAuuister. Yes. 

Mr. Tuomas. Now, what influence—pardon me, go ahead. 

Mr. McAuuister. I was going to say that there is a very definite 
selfish interest on the part of the management itself to so operate and 
conduct these institutions that there will be no call upon the Federal 
agency, because management is very likely to lose its job if the 
Insurance Corporation ever steps in to save a particular institution. 

So these men have a very definite selfish interest in seeing to it that 
their institutions are soundly operated. 


FEDERAL INVESTMENT IN HOME LOAN BANKS 


Mr. Tuomas. Was there in the original act of 1932, a provision 
wherein the Federal Government made any contribution to these local 
Institutions? 
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Mr. McAuuister. I think that came about in the 1932 act. 

Mr. BonrstTEEL. When they made the investment. 

Mr. McAuutster. Was that in the 1932 act? 

Mr. Bonerstee.. In 1932. 

Mr. McAuuister. Under the HOLC Act, the Board——— 

Mr. Tuomas. But in the original act setting up the Home Loan 
Bank Board and the 11 member banks 

Mr. McAuutster. The Federal Government made an investment 
of $124 million in the 12 Federal home loan banks. 

Mr. Tuomas. But not in the individual association members? 

Mr. McAuuister. No. 

Mr. Tuomas. Was that $120 million or $124 million? 

Mr. McAuuister. My recollection is $124 million. 

Mr. Corcoran. $124,700,000. 

Mr. THomas. $124,700,000. 

Mr. BonesteEeL. Which has been repaid. 

Mr. THomas. What part of it has been repaid? 

Mr. McAuurster. It has all been repaid; 1951 was _ the last 
payment. 

Mr. Tuomas. Then for all practical purposes, even though these 
banks are creatures of the Federal Government, in that they were 
originated by the Federal Government, the Federal Government has 
no financial interest in them, and by that I mean has no capital 
investment in any of them? 

Mr. McA.uutsrer. The capital investment of the members has 
replaced the $125 million of Federal Government money and the 
capital has been built up to $438 million, and about $40 million in 
surplus. In other words, the capital of the banks is just a little under 
$500 million at the present time. 


ROLE OF HOUSING AND HOME FINANCE AGENCY 


Mr. Tuomas. What influence, if any, does the Office of the Admin- 
istrator of the Housing and Home Finance Agency have to do in the 
day-to-day operations of the Home Loan Bank Board? 

Mr. McAuuister. The Administrator does not have anything to 
do with the day-to-day operations; that is, he does not interfere 
directly through 

Mr. Tuomas. What influence does the Office of the Administrator 
have in the year-to-year or long-range operations of the Home Loan 
Bank Board? 

Mr. McAuuister. Well, of course, we know we are a part of thi 
Housing and Home Finance Agency, and we know he has responsi- 
bility, but he also has authority. I cannot quote the exact phrascolog) 
in the language, but authority was granted, given to him specifically 
in the Independent Offices Appropriation Act, 1955. 

Mr. Tuomas. Authority to do what? We are familiar with the 
language; I am just asking what authority? 

Mr. McAuuister. I should say that he has considerable authorit) 
to direct and influence the operations of the Board. The Adminis- 
trator has not exercised that authority. He has left the Boaré 
strictly alone in the management of our service. 

Mr. Tuomas. Is there any conflict in that language, that is, the 
language carried in the 1955 fiscal year appropriation for the inde- 
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pendent offices, and the components in it, and in the original act 
setting up the Home Loan Bank Board of 1932? 

\ir. McAuuister. Yes. It is a very different operation. In 1932, 
Home Loan Bank Board consisted of five men 

Mr. THomas. No; I am talking about the authority given the 
Administrator over the Housing and Home Finance Agency in 1955. 
is there a change, by virtue of that language, and the language as 
originally written in the enabling act of 1932, which created it? 

Mr. McAuuister. Originally the Home Road Bank Board was an 

independent agency. It is no ‘longer an inde ‘pe ndent agency. 

Mr. THomas. When did it cease to be one? 

\ir. Corcoran. In 1939 

\ir. McAuuistTer. In 1939 

Mr. Corcoran. In 1939 we came under the Federal Loan Agency. 

\ir. Toomas. Yes. 

Mr. Corcoran. But in 1942, we came under the National Housing 
Agency, temporarily set up by Presidential Executive Order No. 9070. 
That remained in effect until July 27, 1947, when there was set up 
the Housing and Home Finance Agency which replaced the NHA. 

Mr. THomas. You say it was set up as an independent agency, 
and then you were made a part of a large org: nization, mostly the 
housing agencies, and various organizations; is that true? 

\lr. Core os Not exac tly. we came under the Federal Loan 
\gency in 1939, but from fiscal 1933, then fiscal 1939, we were inde- 
pendent. We cubeaieted estimates and justifications only to the 

au of the Budget until fiscal 1938. 


EFFECT OF 1955 ACT LANGUAGE 


\lr. THomas. But anyway, has there been any change in the sub- 
‘jantive authority in any of these reorganizations out of, or in, the 
language of the appropriation bill for the independent offices, for the 
liscal year 1955? 

Mr. Corcoran. I think, Mr. Thomas, 1955 was the first change. 

Mr. Toomas. Now, I want to repeat again the question I asked: 
Will the language in the independent offices appropriation bill change 
ihe operation or management, or any way you want to put it, of the 
Home Loan Bank Board? 

Mr. MeAuutster. Well, I will say that individuals who have been 
dissatisfied with the decisions of the Board, in very few instances, 
have referred their complaints to Mr. Cole. 

Mr. THomas. And what happened? 

Mr. McAuuister. The testimony or evidence in such case was 
presented to the Administrator, and the Board was sustained. 

Mr. THomas. In other words, what you are saying is that the lan- 
guage of the Independent Offices Appropriation Act for 1955 gave to 
the Of lice of the Administrator of the Housing and Home Finance 
Agency, the right, the duty and the responsibility to overrule the deci- 
sions of the Home Loan Bank Board? 

_ Mr McAnuister. I am inclined to believe that would be the 
iterpretation given to the words. 

Mr Tuomas. I received some correspondence from individual 
member associations complaining, or expressing the fear, that the 
Home Loan Bank Board would be taken over by the Office of the 
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Administrator, and in the process of taking it over, that the duties 
and functions and operations of the Home lian Bank Board and its 
activities would be drastically changed by the Administrator of the 
Housing Agency. Is that fear shared by you gentlemen of the Home 
Loan Bank Board? 

Mr. McAuuister. I might say that in April of 1953, when I was 
asked to consider this appointment, I came to Washington and had 
an interview with Mr. Cole, whom I knew before and whom J liked 
personally. I stated to the Administrator, that it was my personal 
opinion that the Home Loan Bank Board ought to be independent, 
that I could not have him consider my appointment for this position 
unless I made my feelings known to him in advance. Since I have 
been in the position better than a year and a half, the feeling that | 
had then is a conviction today, and I think the Home Loan Board 
ought to be independent. 


Function or THe Home Loan Bank Boarp 


Mr. Tuomas. Mr. Reporter, will you insert in the record, pages 2, 
3, 4, and 5? 
(The statement referred to follows:) 


Home Loan Bank Boarp 
Outline of functions 


The three agencies under the Home Loan Bank Board were created to serve 
the American public through savings and loan associations, cooperative banks, 
and other financial institutions engaged in the encouragement of thrift and 
economical homeownership. ‘They were established by Congress in the 1932-34 
period, when the depression had made it clear that the basic parts of the Nation’s 
financial structure needed additional secondary supports sponsored by the 
Federal Government on a permanent basis. 

For the protection of these 2 huge groups of Americans—the home seeker 
and the small saver and investor—the Home Loan Bank Board carries out 3 
primary obligations, through the following activities which it directs or supervises. 

Federal Home Loan Bank System.—The Federal Home Loan Bank System 
constitutes a network of reserve credit for member savings and home-financing 
institutions, which are serviced by 11 regional Federal home loan banks 
strategically located throughout the country. The chief purposes of the System 
are to meet the seasonal and emergency credit requirements of its members and 
to maintain an adequate flow of home-loan funds in every State. October 1), 
1954, marked the 22d anniversary of the opening of the regional banks. 

The regional banks are owned by their member institutions and do not deal 
directly with individuals. The great majority of the members are savings and 
loan associations, which are also known sectionally as cooperative banks or 
building and loan or homestead associations. Included also in the membership 
are a number of savings banks and insurance companies. 

The scope of the Federal Home Loan Bank System is indicated by the fact 
that the combined resources of its member institutions now total over $28 billion 
and that in fiscal year 1954 they made home loans amounting to $7.7 billion. 

Located in most cities, suburban areas, and towns throughout the United 
States, the member institutions of the Federal Home Loan Bank System serve 
19 million families, including savers, investors, and home-loan borrowers. 

Federal Savings and Loan Insurance Corporation—The Federal Savings and 
Loan Insurance Corporation applies the well-known principles of insurance to the 
protection of people’s funds placed in savings and loan associations and similar 
institutions. It was organized in 1934 as a further protection for savings and to 
promote a new flow of funds into associations where such funds would be available 
at moderate cost for the financing of homes. The Federal Savings and Loan 
Insurance Corporation now insures the safety of the accounts of over 13 million 
persons in insured institutions, up to a maximum of $10,000 per insured investor. 

All insured institutions are members of the Federal Home Loan Bank Syste. 
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Federal Savings and Loan Associations——The creation of Federal associations 
was authorized by Congress in 1933, in order to provide for additional Jocal thrift 
institutions, Where people may place their savings or obtain loans to finance their 
homes. In their charter and form of organization, Federal associations embody 
the most modern practices developed by savings and home-financing institutions 
during their long history in this country. 

All Federal savings and loan associations are required to be members of the 
Federal Home Loan Bank System and to carry insurance of their savings accounts 
through the Federal Savings and Loan Insurance Corporation. 

Included among Federal associations, consisting of 1,622 privately owned, local, 
mutual institutions operating under charter, examination and supervision by 
the Home Loan Bank Board, are both those newly organized by local citizens 
since 1933 and earlier established local institutions which have elected to convert 
from State to Federal charter. Their combined resources total over $15.3 billion. 
Federal savings and: loan. associations are in operation in every State and in the 
District of Columbia, Hawaii, Alaska, and Puerto Rico. 


Introduction 
The Home Loan Bank Board is primarily a regulatory and supervisory agency 
in the savings and home-financing field. The funds which it uses to pay its 
operating expenses come from private sources. They are obtained by assessments 
against (1) the 11 Federal home loan banks, (2) the Federal Savings and Loan 
Insurance Corporation, and (3) by charges against insured institutions for examin- 
ing and audit services. As tax dollars or appropriated United States Treasury 
funds are not involved in the three authorization requests making up the Board’s 
overall budget for 1956, any reduction by Congress would not have the effect of 
conserving tax dollars or Treasury funds but might, on the contrary, involve the 
spending of tax dollars resulting from inadequate examination and supervision. 

The budgets of the Home Loan Bank Board, Examining Division, and Federal 
Savings and Loan Insurance Corporation for fiscal year 1956 are based on the need 
for maintaining operations in a current status. 

The number, size, and business activity of the institutions supervised by the 
Board reflect the unprecedented rate of growth of the savings and loan business in 
recent years. 'To more fully appreciate this growth and its impact on the responsi- 
bilities of the Board, the following figures relating to member savings and loan 
associations are presented, showing the increase in assets, loans, and net inflow 
of savings since 1951: 

[In billions] 


Descripti n Fiscal 1951 | 





Total assets at June 30 . 27. 6 | Vi 66 
Loans made during year 5. 2. 55 
Net inflow of new savings: ‘ 





' Represents 37 percent of the-Nation’s residential financing. 


_ This upward trend, which is expected to continue through 1955, reflects the 
increase in both the workload and the responsibilities of the Board. If the present 
rate of growth in the savings and loan business continues for another 5 years, and 
it ls reasonable to assume that it will; it will be a $50 billion business. As such, 
it will exercise an increasingly important role as a major segment of the financial 
structure of the economy. 

This amazing growth reflects the confidence of the savings public. This con- 
fidence should be made permanent by continued adequate examination and super- 
vision of the member associations. To do this, adequate budgetary funds must 
be available at all times. Any restriction in the efficient operations of the Board 
caused by lack of budgetary funds could lead to operating and supervisory prob- 
lems and the possible undermining of public confidence, so necessary and desirable 
in the savings and loan business. The country cannot afford to enter into such a 
gamble, especially now when a stable national economy is the Nation’s continuing 
objective. It is emphasized that the cost of such examination and supervision is 
fully paid from private funds and not from tax dollars. 

The constantly increasing workload as well as some staff problems of the Board, 
Examining Division, and Insurance Corporation demands, in some activities, an 
inerease in personnel requirements and in travel. Accordingly, the estimates for 
1956 make what is considered appropriate provision for currently handling the 
inereasing workloads. 
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SUMMARY 


rhe budget programs for the Home Loan Bank Board and the Federal Saying: 
and Loan Insurance Corporation are presented as business tvpe budgets, T 
budget estimates are summarized as follows: 


Estimate, 
1955 


Actual, 1954 


Administrative expenses 
Board and staff services 
Federal Savings and Loan Insurance Corporation. 


$756, 855 


441, 050 


$775, 000 
155, 000 
1, 230, 000 | 


otal. 1,197, 905 | 


Nonadministrative expenses: 
Examining Division, Home Loan Bank Board ! 


2,066,878 | 2,395, 000 | 
HOLC Liquidation Unit, Home Loan Bank Board_-_- 


6, 402 0 


Potal.. 2, 073, 280 2, 395, 000 | 


Grand total... 3,271,185 | 3, 625, 000 | 


1 All expenses are paid from fees collected from the institutions examined. 


Mr. Tuomas. I have written the word “good”’ on this paragraph 
which I am going to quote: 

This upward trend, which is expected to continue through 1955, reflects the 
increase in both the workload and the responsibilities of the Board. If the present 


rate of growth in the savings and loan business continues for another 5 years, and 
it is reasonable to assume that it will, it will be a $50 billion business, 
That is really good, is it not? 
Mr. McAuuister. It is. 
BOARD AND STAFF SERVICES 
Tuomas. You want 147.9 man-years for 1956 against 126.8 for 
This is just for the Board; is that correct? 
‘ - rt. ° 2 oe 
Corcoran. That is correct. 


Mr. 
1955, 
Mr. 
Mr. Tuomas. We will put in the record the table on page 6 of the 
justifications. 
(The statement referred to follows:) 


The following table affords a comparison of the estimates for 1956 with 1 
amounts for fiseal years 1955 and 1954: 


Description 1954 actual | 1955 estimate 1956 estin 


Positions 132 
Man-years. 126.8 


Net personal services 
Other expenses 


Subtotal wid oe 
Less reimbursements - _- 


Total administrative expenses 


REPLACEMENT AND 


$748, 308 
89, 892 


799, 722 838, 200 
—42, 867 —63, 200 


756, 855 | 
| 


TRAINING PROGRAM 


775, 000 


Mr. Tuomas. I notice your placement program for trainees, whic 
[ think makes sense; this organization was established in 1952 an 
most of your employees have been with you throughout those years: 
is that correct? 

Mr. McAuuisrer. That is correct. 
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ANALYSIS OF MEMBER INSTITUTIONS 


\fr. Tuomas. You used one figure a while ago and I have another 
one written out here; under your 11 regional banks 4,173 associations. 

Mr. McAuuister. That is right; those are members; not all of 
them are insured, 

Mr. Toomas. They are members. How do you break that down as 
hetween Federal and State; about 1,637 were State: is that correct? 

Mr. McAuuister. No. I believe 1,622 are Federal; the rest of 
them are State. 

Mr. Tuomas. The rest of them are State? 

Mr. McALuisTerR. Yes. 

\ir. Toomas. I note here with some interest—Mr. Reporter we 
will put this chart on page 9 in the record—the middle of the page. 

The statement referred to follows: ) 

The following table shows an analysis of the total membership at June 30, 1953 

1 1954, together with the estimated total assets: 


[000 omitted] 


June 30, 1953 
Members nena 
Number Asset 


sand loan associations: 
lly chartered _ - , 597 $12, 910, 000 ! : 
hartered—insured - - - 1, 633 8, 755, 000 74 10, 540, 000 
iartered—U ninsured 3s 1, 705, 000 777 , 749, 000 
93 4650, OOO 3 446, OOO 


igs banks 
i 7, 000 3 34. 000 


ct yM panies 


ital, all members 4, 096 23, 877, 000 3 28, 145, OOK 


GROWTH OF ASSOCIATIONS 


Mr. THoMas. Your federally chartered members on June 30, 1953, 

d $12,910 million assets; is that correct? 

Mr. Me ALLISTER. Yes. 

Mr. THomas. And that has jumped. The number of members was 
1.5977 

Mr. McAuuister. Yes. 

Mr. THomas. And from June 30, 19 
jumped to 1,622 with total assets of $15,3 

Mr. McAuuister. Yes. 

Mr. Tuomas. That is remarkable. The number of State-chartered 
institutions on June 30, 1953, were 1,633, with assets of $8,755 million 
and that has jumped as of June 30, 1954, to 1,748 with assets of 
$10,540 million. That is remarkable. 


to June 30, 1954. it had 
» 


53 
26 million: is that right? 


INSURANCE COMPANIES AND MUTUAL SAVINGS BANKS 


Your language in your original enabling Act permits you to t: ake 
other institutions besides State and Federal chartered loan associations; 
lamely, mutual savings banks and i insurance companies. Under what 
conditions would you take those in? I note that the mutual savings 
banks have stayed static in number; you have had 23 for the last few 
years, with assets a few dollars less than a half billion, and vour 
lisurance companies have dropped from four to three, with assets of 


about $34 million. 
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What makes it inviting for the insurance companies and the mutual 
savings banks to come into the Federal Loan Bank Board? 

Mr. McAuutstrer. Insurance companies, because they were able ty 
use the credit facilities of the banks. 

The mutual savings banks in some States could use the credjj 
facilities but in other States under the State statutes, the mutuy| 
savings banks have to get permission of the supervising authority 
before they may borrow, and, frankly, I see no particular merit jy 
their being a member of the bank system. 

Mr. Tuomas. Are they a misfit in the organization, of the whole 
picture, or what? 

Mr. McAuuister. No; they are very close to the savings and loa 
business. I would say that the savings and loan operations today 
compare more closely with mutual savings banks than they did 2; 
years ago. 

Mr. Tuomas. Is that mostly savings bank or insurance companies’ 

Mr. McAuutster. The mutual savings banks, unfortunately, should 
be able to avail themselves of the benefits of the Home Loan Bank 
System, and there are a few who are members. But, for instance, in 
Massachusetts—I am not too familiar with all of the State laws, but 
in Massachusetts, the mutual savings bank may not borrow without 
permission of the supervisory authority. It does not mean any real 
benefit to them to be members of the System. Understand that their 
membership is welcome. 

Mr. Puiuurrs. We could not do anything about that anyway. 

Mr. McAuutster. No. 

Mr. Tuomas. In your note here, it sets out 37 percent of the 


Nation’s residential financing in fiscal year 1954, was done by the 
Federal Home Loan Bank Board. That is quite a record, is it not? 
Mr. McAutuister. Yes. 


EXAMINING DIVISION 


Mr. Tuomas. Let us take a look at your Examining Division. 
Mr. Reporter, at this point, will you put in the record, page 46° 
(The statement referred to follows:) 


Home Loan Bank Boarp EXAMINING DIVISION 
Introduction 


The budget request for the Examining Division is $2,870,000 for the fiscal year 
1956. This estimate, which represents an increase of $475, 000 over the current 
year’s limitation, is the amount which the Board considers necessary to bring the 
examining schedule into a current status. If this schedule cannot be maintained 
currently, the Board and the Federal Savings and Loan Insurance Corporatioi 
cannot discharge properly and promptly the supervisory responsibilities spelled 
out in the Home Loan Bank Act and in title IV of the National Housing Act. 


Budget assumptions 


The budget is based upon the following key assumptions: 

1. That it is essential to overcome the backlog of past-due supervisory ¢& 
aminations; 

2. That it is essential, after the backlog has been overcome, to maintail 
examinations in a current 12-month status; and 

3. That average staffing requirements should be based upon realistic es 
mates of the growth of the institutions to be examined. 

The budget program presented herein, and based upon these assumptions, is 4 
program designed to permit the Board to discharge its responsibilities and at tht 
same time to protect the interests of the parties concerned—the Federal Gover: 
ment, the savings and loan industry, and the public. 
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The backlog situation 

At June 30 last, there was a backlog of 535 past-due supervisory examinations. 
There is insufficient staff available during the current year to overcome this back- 
log and it is estimated that the number of past-due cases will increase to about 610 
by June 30, 1955. 

The budget program provides funds to employ a staff of examiners considered 
adequate to attack this problem head-on and to achieve a substantially current 
examining schedule by June 30, 1956. 

Mr. Tuomas. I note here the budget request of the Examining 
Division is $2,870,000 for the fiscal year. This represents an increase 
of $475,000. 

Mr. McAuuister. Yes. 


EXAMINATION SCHEDULE 


Mr. Tuomas. It states: 

If the examining schedule cannot be maintained currently, the Board and the 
Federal Savings and Loan Insurance Corporation cannot discharge properly and 
promptly the supervisory responsibility spelled out in the Home Loan Bank Act 
and in title 4 of the National Housing Act. 

And here is a very alarming statement, and I quote: 


It is essential, after the backlog has been overcome, to maintain the examina- 
tions on the current 12-month status. 


I think I am safe in saying that the committee is in full agreement, 
with one exception: we think you ought to go further in this high 
period of home construction, for we think we are in a period where 
you might give some consideration to it along the same line that is 
underway concerning activities in the stock market. As a safety 


valve do you not think it is on the side of safety to examine each one 
of these institutions, not once every 12 months, but once every 6 
months, for at least the next 12 months, or 18 months, or 24 months? 


COST OF A 6-MONTH SCHEDULE 


Now, on that assumption, how much money will it take to cut down 
that backlog and to examine these members every 6 months? 

Mr. BongesTEEL. We would need about twice the staff. 

Mr. Tuomas. In other words, instead of needing $2.8 million you 
ought to have $5 million or $5.5 million? 

Mr. BonesTEEL. Yes. 

Mr. Tuomas. It is just mathematics? 

Mr. BonestEE.. Yes. 

Mr. McAuuister. That would bring up some additional problems. 
Ido not think we can answer that question just as simply as Mr. 
Bonesteel indicated. 

Mr. BonesteEu. No. 

Mr. Tuomas. I understand that. You are charging the banks 
and member institutions an examination fee and they do not like it. 
There is an examination fee, they pay for this, and there have been 
arguments to reduce it. 

But what is the safe thing to do, regardless of its cost? That is 
what we are getting at. Institutions and everybody would be derelict 
if we let this backlog continue for 30 to 60 days longer, much less 
as long as a year. 
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Mr. BonestEEu. It would be appropriate to emphasize this, thp 
limitation, the dollar limitation that is put on us each year. Yo, 
have done that in years past and—— 

Mr. THomas. I understand what the chairman has back in his 
mind; I understand the point of view he has back in his mind. py 
has back in his mind that these are member institutions. 

Mr. BonestEeL. Yes. 

Mr. Tuomas. If we are going to say we will examine you one 
every 6 months rather than 16 months, there is going to be an add- 
tional cost. What is the examining fee running now on the average 
per institution for examination on a 12-month basis? 


EXAMINATION CHARGES 


Mr. McAuuisrer. The examination of the Federal institutio: 
averages 24 man-days at $40 a day, which means a little under $1,00) 
The average cost for the State-chartered association- 

Mr. Tuomas. You are doing that on a per diem basis? 

Mr. McAuuisrer. Yes. 

Mr. Tuomas. Rather than a percentage of their 

Mr. McAuuister. It is on a per diem basis, $40 per day. 

Mr. Tuomas. What were you doing two or three years ago; what 
was the cost? 

Mr. Bonrestree.. The same cost, $40. 

Mr. Tomas. On a per diem basis, and for most banks, $40 a daj 

Mr. BonesrEr.. It has been $40 a day for several vears. 

Mr. McAuuister. Yes. Doing it on a 6-month basis would bring 
up these things 

Mr. Tuomas. Well, here is a big bank, and it will take how man 
days to examine it? You do not spend as many days on the little one’ 

Mr. Bonrstrree.. That is on the basis of 4 days per million dollars 
of assets of Federals. 

Mr. Yares. Four? 

Mr. Bonrsteku. Four per million dollars. We have got a schedul 
showing the way it runs, giving the average. 

Mr. Puitups. In other words, on a 6-month interval, it woul 
decrease the number of days? 

Mr. McAuurster. Yes, that is correct. If these examinations we! 
made on a 6-month basis, it naturally would not take as long. 

Mr. Tuomas. No. 

Mr. McAuutster. So it would be less than on a 12-month basis. 


STATE EXAMINATIONS 


Mr. Puruuies. I understand there is a considerable amount 
supervision and administration done by the State examiners. 

Mr. McAuusrer. It costs a considerable amount, Mr. Phillips 
This figure was established because the State-chartered associations 
most of them, are examined by the State departments and they a 
prepared to examine their associations once every 12 months. -\n¢ 
they would not be able to increase their examinations to a 6-mont! 
basis, and the State-chartered associations are examined; that !s, t! 
examinations are made jointly; 
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\ir. Tuomas. Of course the State institutions are more concerned 
with the insurance angle? 

Mr. McAuuister. Yes. 

Mr. Tuomas. And that is quite important, too, is it not? 

Mr. McAuuister. Yes. 

Mr. THomas. What connection, or what tie-in, or what conflict is 
there between the Insurance Division which has to do with State 
insurance, and what the State does in the way of examinations? In 
other words, you are not depending upon the State by any means? 

Mr. McAuuister. Well, in all of the State-chartered associations 
that are insured, the examinations are made jointly by the Federal 
examiners and the State examiners. 

Mr. Tuomas. Those that are not insured, you are not in the 
picture at all? 

Mr. McAuuistrer. No, we are not at all. There are 6,000 associa- 
tions, and of these 4,200 are members of the bank system. 

Mr. THomas. What is your thinking, say, during the period of 
examinations for the next 12 or 15 months, or even the next 2 years, 
whether it should be on a 12-month or 6-month basis? 

Mr. BonesTEEL. May I say it now averages 16 months exactly; 
the last month’s figures by the examiners. If we could cut that down 
to a 12-month basis—and we have made tremendous strides 

Mr. THomas. Sixteen months is too long, gentlemen. 

Mr. BoNESTEEL. Yes, it is. 

Mr. Tuomas. The horse will get out, and we will just be closing 
the gate. 

Mr. Puitures. The chairman asked you regarding three times a 


year, and you started to say something about coordinating the work? 
COST OF INCREASED NUMBER OF EXAMINATIONS 


Mr. McAuuister. Well, that, of course, can be done. Ii is a little 

difficult to say what the additional appropriation would have to be. 
Mr. Puituips. Well, let us take your own statement; do you think 
would be about $4 million? 

Mr. Toomas. Overall? 

Mr. Puiuuips. Yes, overall. 

Mr. McAuuister. I would say $4.5 million would be about right. 

Mr. Yarrs. Well, is this a trading figure or a guess? 

Mr. McAuuister. Frankly, it is a guess. 

Mr. Tuomas. Well, you have a few more State institutions that 
have insurance, and your total number of Federal institutions are 
insured, but not all the State institutions. 

Mr. McAuutster. No. 

Mr. Tuomas. So let us get back to the figure of $2.8 million. It is 
safe to assume that 55 percent is going to represent the State insured. 
How much of a headache would it give you to go in and cut down 
the period of examination from 16 months to 10 months? It looks to 
me like now is the time not to let up—in fact, you ought to tighten 
up, and you can go in and make these examinations for the next few 
years. | think we are in critical times myself, in the housing field. | 
think you should act; now is the time to act, not after we get into 
trouble, and if we can spend two or three million and avoid some 
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trouble, certainly now is the time that the Home Loan Bank Boar 
should start. 

Mr. McA.uister. Yes. 

(Discussion off the record.) 

(The following letters were submitted later at the request of the 
committee: ) 

Home Loan Bank Boarp, 
Washington, D. C., March 9, 1955, 
Hon. ALBERT THOMAS, 
Chairman, Subcommittee on Independent Offices, 
House Appropriations Committee, 
House Office Building, Washington, D. C. 

Dear ALBERT: The views expressed by your committee yesterday in our hearing 
with respect to the examination of our insured institutions are very much appr. 
ciated. We heartily agree that proper examination can only add to the security 
of our economy and be of benefit to all concerned. ' 

After giving careful thought to the program that would be the most effective 
in accomplishing our mutual objective, we believe that the type of examination 
now in effect should be put on an annual basis, and that the examination pro. 
cedure should be strengthened by firsthand appraisal of the property security 
underlying the loans rather than increasing the frequency of examinations to 
every 6 months. In turn, in view of the benefits that would adhere to the Federal 
Savings and Loan Insurance Corporation, we think it is fair and proper that it 
should absorb the cost of the additional services necessary for analysis of the 
property security. 

We believe that the budget submitted to cover the expenses of the Examining 
Division is sufficient to bring about, in due course, the examination of each 
insured member institution at the rate of once a year. However, consistent with 
the thought that the Insurance Corporation should absorb the cost of the work 
involved in reviewing property security, it would be necessary to increase its 
authorization. Specifically, we recommend that the authorization of the Federal 
Savings and Loan Insurance Corporation be increased from $500,000, as originally 
requested, to a total of $985,000. As justification for the increase of $485,000, 
the following estimate of expenses is presented: 


33 review appraisers (3 for each bank district at an average of $8,360)__ $275, 880 
22 clerical employees (at an average of $3,410) 75 
Allowance for travel and per diem 

Rental (500 square feet for each district office) 


485, 000 


If the committee and Congress approve this program, it will, of course, be 
necessary to change the travel limitation of $15,000 that appears in the original 
authorization request as well as to change the total amount. Frankly, we believe 
that there would be much value in eliminating any set travel figure. However, 
we are sure you understand that we would exert every effort to hold the travel 
expense to the proper minimum but, at the same time, any restriction on this type 
of expense can prove to be a bottleneck when it is necessary to send people to 
points of need. Furthermore, we know that you will recognize the great difficul- 
ties of estimating expenses for an entirely new program. If the committee does 
feel that there should be a travel limitation, then we would suggest that it be 
fixed at the total amount of $90,000—the $75,000 indicated in the above schedule 
plus the $15,000 shown in our original budget submission. 

We shall be very glad to furnish any additional information or respond to any 
further inquiries that your committee may have. 


Water W. McAuuister, Chairman. 
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Home Loan Bank Boarp, 
Washington, D. C., March 11, 1955. 
Hon. ALBERT THOMAS, 
Chairman, Independent Offices Subcommittee, 
House Appropriations Committee, 
House of Representatives, Washington, D. C. 


Dear ALBERT: It may be helpful to the deliberations of your committee to 
amplify one matter in connection with the additional budget requirements of the 
Examining Division that I mentioned to you during my conference with your 
committee on Wednesday afternoon. 

My letter of March 9, 1955 expressed the judgment of the Board that a current 
examining schedule on an average 12 months’ basis, supplemented by a program 
of firsthand appraisal of the property security underlying the loans, would come 
closer to achieving the common objective of the Board and the committee than 
a more frequent schedule of examinations alone. The keystone of this approach 
is, in our Opinion, the ability of the Examining Division to accomplish the dual 
objective of the fiscal 1956 budget program: to overcome the backlog of past-due 
supervisory examinations and to establish the examining schedule on a current 
annual basis. 

It was for this reason that I advised you informally that the Administrator had 
strongly recommended our request to the Bureau of the Budget for approval of 
an amendment of the 1956 budget request for the Examining Division in the 
amount of $125,000. This request is now pending at the Bureau. 

The additional requirements arise out of the recent decision of the Board to 
resume joint examinations of all insured State-chartered savings and loan associa- 
tions in the five States which the Board has agreed to accept for supervisory 
purposes the examinations made independently by the State examining agencies. 
The result of the adoption of this policy is to add to the workload of the Examining 
Division some 422 joint examinations for which no provision was made in the 
1956 estimates. 

The Board, in making its determination, felt that: (1) There was a funda- 
mental question involved as to the grounds upon which the Board could sustain 
such a delegation of one of its most basic responsibilities; (2) the impact of the 
greatly increased size and the business volume of insured institutions upon the 
responsibilities of the Insurance Corporation called for a reappraisal of the 
arrangement; and (3) the same standards should apply in obtaining information 
on all insured savings and loan associations, and to this end, the Board believed 
the objective could best be accomplished by unified control of examination 
requirements and procedures. 

Accordingly, negotiations were undertaken to amend the outstanding agree- 
ments with the States involved. It is expected that joint examination procedure 
will begin in the very near future. I should add that, by and large, the State 
authorities clearly understand the situation and the reasons for the Board’s 
decision and are taking prompt steps to facilitate the reintroduction of the joint 
examination process. 

It is estimated that the additional workload occasioned by adding 422 joint 
examinations to the program of the Examining Division in 1956 will require the 
addition of sufficient examiners to provide 19.9 man-years of staff time. Pro- 
vision is made in the estimate for travel and per diem for examiners as well as 
for two clerk-typist positions. In round numbers, personal services costs are 
estimated at $90,350 and travel at $34,650. No other objects of expense have 
been included in the total estimate of $125,000. 

It should be understood that this $125,000 request would be an increase in the 
authorization for the Examining Division for the fiscal year 1956. It is a sepa- 
rate matter from the proposed increase in the authorization for the Federal 
Savings and Loan Insurance Corporation as set out in my letter of March 9, 1955. 

May I repeat that, in our view, these funds are essential if the Board is to 
achieve the objective of bringing all supervisory examinations up to a current 
status during the budget year. If the additional funds are not available, it is 
virtually certain that the Examining Division will be unable to overcome com- 
pletely the backlog of past-due examinations. 

I will be glad to discuss this matter with you at your convenience and to supply 
such additional details as you might desire. 

Sincerely yours, 
Watrer W. McA.uistER, Chairman. 
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EXAMINATION OF STATE INSTITUTIONS 


Mr. THomas. What headache would you have as a result of 
examining State institutions? I cannot see that you are going io 
run into any difficulty on Federal institutions? What headache js 
going to be caused? Somebody is going to say that it will require q 
little bit more money to pay for this extra work. 

Mr. McA.uster. Yes. I would say that all of the State statutes 
provide for annual examinations. 

Mr. BonestEE.. That is the trouble. 

Mr. McAuuister. And I just do not know what we would be up 
against; it would be a very difficult thing to do, Mr. Chairman, not 
that we are unwilling to do it, but it would be a very difficult thing 
to do, so far as the respective States are concerned. 

Mr. Yates. Why? . 

Mr. McAuuister. Because the examinations are made jointly by 
the Federal examiners and the State-chartered examiners. 

Mr. Tuomas. That is a matter of practice; not a matter of opera- 
tional law. 

Mr. Yates. That is correct. 

Mr. McAuutster. That is right. We could make independent 
examinations of the insured associations. 

Mr. Tuomas. What is your thinking about speeding up your 
examinations? 

Mr. McAuuister. Mr. Thomas, I wanted to do that last year, but 
it was just hard to get the opportunity—— 

Mr. THomas. But if you got the opportunity and you want to do 
it, what is your thinking about it; that is the main thing? 


NEED FOR APPRAISAL OF PROPERTY 


Mr. McAuuister. What is going through my mind is this, Mr. 
Chairman: We get reports from all the associations every month and 
as operated there is one thing we do not do in our examinations, and 
it is one thing that I think we ought to do. 

We send our examiners in and they check the books of the institu- 
tion to see that the institution is keeping a first-class set of records, 
that its books are in balance, that its operations have been carried on 
in accordance with the law, the statutes and the rules and regulations. 

However, we make no appraisal whatsoever of the value of the 
property on which the institution has made its loan. That is a thing 
that I think is very important. 

Mr. Tuomas. How much is that examination worth, in the final 
analysis, if you fail to do what you just indicated you should do? 

Mr. McAuuister. Well, that is the way the examinations have 
been made for years and years. 

Mr. Tuomas. No bank is examined like that. 

Mr. McAuuisrer. I would say all of them are examined that way. 

Mr. Tuomas. The banks are? 

Mr. Dixon. Yes. 

Mr. BonestEEL. Yes, sir. 

Mr. Tuomas. Off the record. 

(Discussion off the record.) 
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EXAMINATION METHOD 


Mr. THomas. From a very practical standpoint the examinations 
that you are now giving to our institutions certainly do not indicate 
to your examiners the condition of the institution and they afford 
very little information to the Board as to the soundness of the parti- 
cular institution which is examined. 

Mr. McAuuister. Well, it is a little better than that, Mr. Chairman. 

We have a record of the delinquencies, and when loans are made 
that are not good loans they are analyzed, and they show up in their 
delinquent payments. 

Mr. Tuomas. The test of any loan is whether or not it is paid back. 

Mr. McAuuister. Yes; that is right. 

Mr. BonestrrEex. Of course, when the examiner goes into an institu- 
tion he analyzes the appraisals and relates the loans to the appraisals 
which have been made, and all of that. 

Mr. Puiiurps. Is that done by the process of picking out a sample? 

Mr. BonrsTEEL. No, sir. We take a certain definite period, £0 
days before the examination is made, and examine every loan very 
carefully as to appraisals and all of the other supporting data in con- 
nection therewith, comparing the then current loan policies with what 
they have been doing, and we put a little story in the report about their 
loan policies and their appraisal practices, and so forth. 


PERSONAL SERVICES 


Mr. THomas. Mr. Reporter, will you insert at this point in the 


record the table appearing on page 59 of the justifications? 
(The matter referred to is as follows:) 


EXAMINING Division, Homge Loan Bank Boarpb 


Statement reflecting profe ssional and clerical positions for fiscal yea 
and 1956 


Actual, Estimate, Estimate, 
1954 1955 1956 


Classification of employees 


Actual, 
1954 


District examiners. 

Assistant district examiners 
Field examiners 

Clerical 


otal, field staff. - 
Washington office staff 
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Mr. Tuomas. In your Examining Division you had 363 employee 
in 1954, in 1955 you had 405, and you are asking for 416 in 1956. 

Mr. Corcoran. Yes, sir; that is correct, Mr. Chairman. 

Mr. Tuomas. That is the total employment. 

Mr. Corcoran. Yes, sir. 


OTHER EXPENSES 


Mr. Tuomas. Will you insert the table on page 58 giving the other 
expenses here? 
(The matter referred to is as follows:) 


Comparative summary of nonadministrative expenses, fiscal years 1954, 195), 




















and 1956 
Actual, Estimate, Estimate, 
1954 1955 1956 

Other expenses: 
aes ee alanis chia canna anagee ail $436, 411 $505, 000 $620, 042 
Transportation of things--_- 4, 476 1, 500 1,500 
Communication services. -- 28, 455 37, 000 40, 000 
Rents and utility services__ 41, 206 42, 500 43, 000 
Printing and reproduction. 6, 147 7, 500 7, 500 
Other contractual services. . . ....2...002..220c0n2e2 25-525. 624 5, 500 7,700 
Home Loan Bank Board services. -..........--..---------- 74, 373 77, 500 92, 000 
ep er SII 5 5 occ cca bdeapitekkebvecaddsaneweld 7, 881 8, 500 9, 000 
ENG sarin lic dcptrn cas errant nein sie ell Raison e eo ical RES 3, 737 2, 565 1,915 
I ivnnkutnansideldtinnarnenacenmmoncsanin 7, 188 7, 500 7, 500 
i IR po ccccntedsuiinannndccdsuabeanens 610, 498 695, 065 830, 157 
SG ish citi ntact niquininesis steeple 2, 070, 066 2, 395, 000 a 2, 870, 000 
Reimbursements from other accounts_----....-.--------.--.-- 3, 188 0 0 
TO NR nti cicnnsnrainivinnkssonssntnbninae 2, 066, 878 2, 395, 000 2, 870, 000 





NUMBER OF FIELD EXAMINERS 


Mr. Tuomas. Your figure of 416 really covers everybody in the 
Examining Division, and the total number of those who actually 
do the examining is 352 for 1956 against 345 for 1955, is net that right’ 

Mr. Corcoran. That is corect. 

Mr. Tuomas. So, you have 352 people actually in the field examin- 
ing about 3,500 institutions which are insured. 

. McAtuisrer. Yes; about 3,500. 


ADEQUACY OF EXAMINATIONS 


Mr. THomas. It looks like you give them a lick and a promise, 
then; does it not? 

Mr. Bonesree-. It is an average of 24-man days per examinatiol, 
Mr. Chairman. 

Mr. Puiuurps. 218 days is all they work a year. 
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EXAMINATION FEES 


Mr. Tuomas. Are the fees which you collect in excess of the actual 
expenditures? 

Mr. McAuurster. They are just slightly in excess of the expendi- 
tures, are they not, Mr. Bonesteel? 

Mr. BoNESTEEL. Yes, we are operating in the black by just a small 
margin. 

Mr. THomas. Are there any complaints from the member institu- 
tions about the examinations? 

Mr. McAuuistrer. None have been presented to us. 

Mr. BonEesTEEL. Of course, they would like to have a $25 a day 
rate, I suppose, but they do not complain to us about it. 

Mr. THomas. You do it on a cost basis if it cannot be done for $25. 

Mr. BonesTEEL. Yes. They would like a $25 rate. 

Mr. THomas. How do your fees compare with the fees paid by 
national banks and State banks? 

Mr. BongestEEL. The national banks, as you know, Mr. Chairman, 
have two examinations a year. Ours, on an annual basis for loan 
associations will run, on the average, less than the cost of examining 
national banks. 

Mr. Tuomas. The national banks are examined twice a year? 

Mr. BonEsTEEL. Yes, sir; that is right. 

Mr. Tuomas. And most State banks are examined annually? 

Mr. BonESTEEL. Yes. 

Mr. Toomas. And some of them twice a year? 

Mr. Bonsstrregen. That is right. 

Mr. Tuomas. The Home Loan Bank Board is getting around on an 
average about once every 15 months with its examinations? 

Mr. BonrstTEE.u. Yes, sir; that is right. At the present time we 
are aiming at making examinations once a year. 

Some of the State boards charge considerably more for their exami- 
nations than we do. Most of them charge on an asset basis. We do 
iton a per diem basis. 

Mr. THomas. Well, gentlemen, if we get in trouble on the Home 
Loan Bank Board, and they find out we are conducting examinations 
once every 15 months, or even once every 12 months, when the 
national banks are being examined once every 6 months, and their 
examination once every 6 months is far more rigid than yours, which 
is made every 15 months, what do you think is going to happen to 
the Board and this committee? 

Mr. Dixon. I can answer one of those questions, sir. I know what 
will happen to the Board. 


LiquIDATION oF HOLC 


Mr. Toomas. You finally got rid of HOLC. We will put page 64 
of the justifications in the record at this point. 
(The matter referred to is as follows:) 
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HOLC Liquipation Unit-HLBB 


Pursuant to provisions contained in the Independent Offices Appropriation A 
1952, funds in the amount of $75,000 were made available to the Home [oa 
Bank Board for fiscal year 1952 for the purpose of completing operations ingi. 
dental to the final liquidation of the Home Owners’ Loan Corporation. 

The Independent Offices Appropriation Act, 1953, permitted the use of the 
unobligated balance of these funds, and the act for fiscal year 1954 permitted ¢} 
use of $10,000 of the unobligated balance of these funds up through Oetober 3) 

95: 
ae Corporation was dissolved effective February 3, 1954, in accordance wi: 
section 21 of Public Law 94, 83d Congress, approved June 30, 1953 (67 Stat. 126 

Funds are, therefore, not requested for this Unit for fiscal 1956. The unobji. 
gated balance of the $75,000 in the amount of $24,669 was returned to the Treas. 
urer of the United States together with other HOLC funds for credit to the HOL( 
surplus from liquidation account, bringing this total to $14,023,650, 

Mr. Vurse.u. Since something, we think, should be done about 
more frequent examinations on the part of the Home Loan Bank 
Board, what would you think about taking action now to hay 
examinations every 12 months? That would not confliet too much 
with State examinations and you would have examinations 5 months 
earlier if you started out with having them every 12 months. 

Mr. McAuusrer. That is right. 

Mr. Tuomas. You better get over there this afternoon and do y 
little thinking about this and call us back over here on this point. 

Mr. McAuuister. All right, sir. 

Mr. Tuomas. As a practical, every-day businessman you ought to 
know that during this high period of home building that if you an 
making an examination any less often than once every 6 months you 
are not using good judgment. Examinations should be made every 
6 months perhaps this year and perhaps next vear, and beyond that 
maybe once every 12 months. You are in a pretty dangerous perio( 
now, or in a period of high activity, let us put it that way. Ina 
period of high activity things always get up in the air, and during this 
period the examinations should be made more frequently than one 
every 15 months. 

Mr. Huspanp. I would like to say this in the interest of accuracy, 
Mr. Chairman. I think you said once every 12 months. It is once 
every 6 months, once by the State examiners at the cost of the bank 
itself, and once by the FDIC. 

Mr. Tuomas. That is in those cases where they have insurance. 

Mr. Husranp. Yes, sir, that is correct, but practically all banks 
are insured by them. 


HOLC LIQUIDATION PROFIT 


Mr. Puiuurps. How long did it take to liquidate HOLC? 

Mr. Huspanp. Eighteen years. 

Mr. Yates. How much profit did they make during their operation: 
Mr. Tuomas. $14 million. 

Mr. Husranp. Yes, $14 million. 

Mr. Tuomas. Is it finally liquidated now? 
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\ir. Corcoran. Yes, it is dissolved. 

Mr. Patturps. We could not find a little group of people working 
over there somewhere? 

Mr. McAuuister. There is just one man there at the present time 
pointing to Mr. Corcoran]. 
“Mr. Patiuies. I was afraid they were not all gone. 

Mr. McAuutster. HOLC is not paying his salary. It is merely 
in order to provide people with releases on loans, and so forth. That 
is the purpose of having him there. 


FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 


Mr. Toomas. Let us put page 81 of the justifications in the record 
at this point. This is a table on the Federal Savings and Loan 
Insurance Corporation. 

The matter referred to is as follows:) 


FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 


Comparative summary of administrative expenses, fiscal years 1954, 1955, and 1956 


Actual, 1954 Estimate, 1955 


Average | A verage A verage 
J ( t J ) 
number Amoun number number 


onal services: 

General manager 

Underwriting Division 

Insurance Settlement and Rehabilita- 
tion Division 

Operating Analysis Division 

Comptroller’s Division - - 


(01 Personal services 


Other expenses: 
Travel a Je ee : , 500 |. 15, 000 
Transportation of things_-- ‘ 50 WO 
‘ommunication services , 200 , 300 
Rents and utility services ; 29, 350 350 
Printing and reproduction _- , 400 , 900 
Other contractual services: 
General Accounting Office 
Miscellaneous . 
Supplies and materials 


5, 000 5, 000 
7, 000 , 400 
3, 000 3, OOO 


Total other expenses- - --- 57, 62, 500 2, 000 


Total administrative expenses 455, 000 500, 000 


Reimbursement from other accounts_- 


lotal direct administrative expenses. __-- , : 455, 000 500, 000 


Limitation. 


SUMMARY OF REQUEST 


Mr. THomas. They want 76.2 man-years this year against 68.8 for 
1955, and $428,000 for 1956 against a cost of $392,500 for 1955. You 
have Other Expenses here also, $72,000 for 1956, against $62,500 for 
1955. That is almost an 18 percent increase, which is a little high. 


58616—55—pt. 242 
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ACTIVITIES OF FSLIC 


Mr. Tuomas. Give us a quick picture of the activities of th 
Federal Savings and Loan Insurance Corporation. 

Here is a good. picture of it. For administrative expenses in 1935 
you are requesting $500,000. This is $45,000 more than you had jy 
1955. [Reading:] 


By insuring the accounts of individual investors up to $10,000— 


that is the outside limitation, is it not? 
Mr. Huspanp. Yes, sir. 
Mr. TxHomas (continues reading): 


an incentive is created for the investment of individual long-term savings 
institutions of the savings and loan type. 


NUMBER AND ASSETS OF INSURED SAVINGS AND LOAN 
ASSOCIATIONS 


Let us put the table at the bottom of page 68 in the record. 
(The matter referred to is as follows:) 











Number of | Number of | 
insured Assets in insured | Assets in 
associa- billions associa- billions 

| tions | | tions 

SEE SE GRRE ities 
At June 30— | | At June 30—Continued 

Rah i acts unjnlosaladieswicel 2, 529 $7.9 || lei Silk tanh icnincainaiba 3, 097 $17.8 

BT ©, dina sdab eae 2) 566 Oh Bie” cppabapergageneer | 3, 230 21 

DE cn nema ene etd’ 2, 691 10.5 | MDs Cadededdedsvsewanes 3, 370 5.9 

Wot ants suck ee ee 2, 799 12.5 || | eos 3, 510 3 

BR 55s sack earl | 2, 944 14.9 ] Read 3, 650 | 34.3 


1 Estimated. 


Mr. Tuomas. This table shows that in 1955 you had $30.1 billion 
in assets and 3,510 insured associations. It is already in the record, 
and I will not stop to read it now. 

How many of them are State? 

Mr. Huspanp. About 1,800. 

Mr. ‘THomas. 1,800? 

Mr. Hussanp. Yes, sir. 


LIABILITY OF CORPORATION 


Mr. Tuomas. What is the total amount of insurance that the Corpo- 
ration is liable for? 

Mr. Hussanp. About $25 billion as of this time. 

Mr. Tuomas. $25 billion? 

Mr. HussBanp. Yes. 


NUMBER OF INDIVIDUAL INVESTORS 


Mr. Tuomas. How many individual depositors is that composed 0!’ 
Mr. Hussanp. About 14 million. 
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Mr. THomas. 14 million? 

Mr. HusBanp. Yes, sir. 

Mr. THomas. What is the average size of the depositor’s accounts? 

Mr. Husspanpb. About $1,500 per account. 

Mr. Tuomas. They average about $1,500? 

Mr. HusBanpb. Yes. 

Mr. Tuomas. What part of them are in excess of $10,000, that is, 
the maximum amount insured? 

Mr. Husspanpb. Ninety-seven percent of them will be $10,000 or 
less. 

Mr. Tuomas. Ninety-seven percent of them are $10,000 or less? 

Mr. HusBanpb. Yes, sir. 

Mr. Toomas. To break it down further, what part of them are 
$5,000 and less? 

Mr. Husspanp. Well, Mr. Chairman, I would have to give you a 
wild guess on that. 

Mr. Tuomas. Well, any guess you make is not going to be too wild, 
as you have been in this business a long time, Dr. Husband. 

\fr. Huspanp. I would estimate that about 90 percent of them are 
less than $5,000. 

Mr. Parnas. Ninetg percent of the ninety-seven percent? 

Mr. Husspanpb. There are only 3 percent of them that are $10,000 
and over, Mr. Phillips, 

Mr. Puiuurrs. And 10 percent are between $5,000 and $10,000? 

Mr. Corcoran. Yes. 

Mr. THomas. You gave us the total outside liability of the Corpo- 
ration. What was that amount? 

Mr. Huspanp. $25 billion. 

Mr. Toomas. $25 billion? 

Mr. HusBanp. Yes. 

I am giving you the current figure on that. Any of the figures 
which we have in here are figures which were prepared last June 30. 


PURPOSE OF FSLIC 


Mr. Tuomas. This statement here is worth repetition: 


_ The Corporation was created in 1934 to insure savings accounts up to $5,000 
inall Federal savings and loan associations and in approved State-chartered savings 
or building and loan associations, cooperative banks, and homestead associations. 
In 1950, the insurance limit was raised to $10,000. 
You say that 90 percent of that $25 billion liability is to depositors 
who have less than $5, 000 on deposit? 

Mr. Huspanp. Yes, sir. 

Mr. Tuomas. In the small accounts? 

Mr. Husspanp. Yes, sir. 

Mr. BonesrEEL. Were you not referring to the number of accounts, 
Doctor, rather than the amount of dollars involved? 

Mr. Hussanp. I was referring to the number of accounts. 
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Mr. Tuomas. You said 14 million accounts with a total liability 9; 
$25 billion. 
Mr. Hussanp. Yes. 


LIMITATION ON INSURANCE LIABILITY 


Mr. Tuomas. What is the limitation in the charter of the Qy. 
poration? 

Mr. Husspanp. As to the number of people? 

Mr. McAuuisrer. As to the amount of insurance there is no |i. 
itation at all, Mr. Chairman. 

Mr. Tuomas. There is no limitation at all? 

Mr. McAuuisrer. No, sir. 

Mr. Tuomas. Next year set out the act in your justification, whey 
we can reread it again. 

Mr. Yates. I did not understand that last statement in which |» 
asked you about the outside limit of liability. 

Mr. Huspanp. There is a $10,000 limit per account; however, there 
is no limitation on the total amount of insurance. If the savings of 
the insured members increased $50 million our liabilities would } 
increased accordingly. 

Mr. Tuomas. Do you operate on a break-ef&n basis, or do you make 
a profit? 


Mr. Husspanp. Our income last year was $23 million, and our ex- 


penses were $750,000, or the amount of our expenses was less than 4 
percent of our income. 

Mr. Tuomas. How do you arrive at your fees? 

Mr. Corcoran. They are established by statute. The statut 
provides that they shall be one-twelfth of 1 percent. 

Mr. Tuomas. What do you do with your excess of earnings ove 
expenses? 

Mr. Hussanp. We put them into our reserves. Our reserves are 
now $158 million. 

Our member institutions have a cushion of reserves equal to 7.5 
percent of their savings in the amount of $1,900 million. 


LOSSES OF CORPORATION 


Mr. Tuomas. What does your picture look like for the calendai 


year 1955, as compared with 1954? How many losses did you incur 


last year in dollars, and what does the situation look like this year’ 

Mr. Huspanp. Well, Mr. Chairman, since 1944 we have had oul 
two cases of losses. 

Mr. Tuomas. Involving two institutions? 

Mr. Huspanp. Yes, sir. 

Mr. Tuomas. By cases you mean member institutions? 

Mr. Huspanp. Yes, sir; financial institutions out of the whol 
number involved in the | System. We have had only two cases sine? 
1944. 

We had one in 1950, and a small institution with assets of $300.0)! 
last year, on which we do not expect to take a loss, but we have ! 
as a contingency. 
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Now, if I were to guess for 1955, I would guess that we might have 
:wo, although that is not definite. 

\ir. Taomas. What is your anticipated loss? 

Mr. Huspanp. Not in excess of $1 million. 

\r. Tuomas. Out of the two to which you referred? 

Mr. HusBanp. Yes. 

\ir. Tuomas. A half million dollars each? 

Mr. HusBpanb. Yes. 

\ir. Taomas. How many depositors would they have? 

Mr. Husspanb. Oh, I estimate that the »y would have, oh, from 1,500 
9 2,000 each. 

Mr. Taomas. Each? 

\ir. HuspaNnpb. Yes. 


PROTECTION THROUGH EXAMINATION 


Mr. Tuomas. Now, if the Examining Division had been making 
an examination every 6 months, instead of every 15 months, would 
you have incurred that loss? What is your guess on that? 

Mr. Huspanp. Oh, I agree with you thoroughly on the need for 
more frequent examinations, and for better examinations. Indeed, 
| have been championing that cause for a long period of time. 

Mr. Toomas. We are talking right up your alley, then. Do you 
think, if vou had more extensive examinations and had them more 
often, that the cases of these two institutions that you anticipate in 
1955 will cost your fund $1 million could have been prevented? 

Mr. Huspanp. No, Mr. Chairman, I do not think that more fre- 
quent examinations can eliminate all losses. 

In fairness to the Examining Division I do not think you can break 
t down as fast as you say, because they would have to almost double 
their examining staff in order to do that. 

Mr. Tomas. After all, the Examining Division does not make the 
oans and, of course, as long as they do not make the loans vou cannot 
siy that they can stop all losses, but they certainly can prevent some 
osses, can they not? 


RESERVES OF INSURED INSTITUTIONS 


Mr. Huspanp. Congress put in the statute a requirement that has 
saved us and will save us from loss. There is a requirement that 
insured associations must build up on their own a loss reserve which 
is equal to 5 percent of their insured savings in 20 years. We have a 
number of our insured members which will have reached the 20-year 
ainiversary by next December 31. 

Mr. Tuomas. That is, each individual institution? 

Mr. Huspanp, There is a provision which provides that they must 
have a 5-percent cushion in reserve in their own right. So, we have 
that cushion there to protect us before we step in. 

Mr. Thomas. Assuming that in another 2 or 3 years they are 
going to reach that 5 percent, on the basis of ac tus al experience what 
part of vour total loss does that 5 percent cover? 
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Mr. Huspanp. We do not anticipate any loss in 1954, and eyey jf 
we do have problem cases, we might conceivably make a profit as we 
did in our one case in 1950. 

Mr. Tuomas. Is that by virtue of that 5-percent cushion to which 
you have referred? 

Mr. Hussanp. No, that is by virtue of our own efficient administrg. 
tion, Mr. Chairman. 

Mr. Tuomas. I think it has been efficient. You cannot beat your 
drum too loudly in that respect. ; 

Mr. Yates. How did it happen that the institution was closed and 
you were able to liquidate it at a profit? Over what period of time 
did you liquidate it? 

Mr. Husspanpb. We liquidated it in a period of about 10 months 
Mr. Yates. 

Mr. Yates. Would you not believe that the institution was 
solvent at the time it was closed? 

Mr. Puituirs. Maybe the directors were the ones who did not 
make a profit. 

Mr. Huspanp. In that case it was a State-chartered institution, 
and it was taken over by the State authorities. 

In fairness to the State the institution had gotten into the hand 
of an ex-convict. He was unsound in almost everything, and had a 
Board of Directors that did not stop the practices. Ultimately to 
protect the savers and the Insurance Corporation, we bought the 
assets and liquidated the association. 


EXAMINING DIVISION ESTIMATES 


Mr. Yates. Have you requested more examiners of this con- 
mittee? Have we ever cut you down in your appropriations for 
examiners? 

Mr. Corcoran. No, sir; the committee gave us everything we 
asked for each year. The trouble was that the volume of busines 
in the insured institutions grew faster than we anticipated it would 
grow. 

Mr. Yates. I have examined our hearings for the fiscal year 1954 
and on page 1114 of those hearings Mr. Divers says: 

Not on the examiners, no, sir. The average time between examinations now 
is around 17 months, and we ought to get that down to 15 months, anyway. 

I have examined the hearings for the fiscal year 1955, and on page 
2154 we find Mr. McAllister saying this: 

That is the reason we are asking for more money. We want to examine the 
associations on approximately a 12 months’ basis. Most of the State laws cal 
for an examination by the State department on a 12 months’ basis and if we joi 
the States in making those examinations, it means, with the limited force we have, 
that examinations of Federal associations lags, gets further and further behind. 
Consequently, currently there is an interval of 18.5 months between examinatiols 
of Federal associations which is not good. 

Now, I agree with Mr. Divers, and I agree with you in your state 
ment that we ought to cut that period down. But this has been pend- 
ing for a number of years. How can you get it down to a reasonable 
frequency? 
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Mr. BonesTEEL. The reason we got so far behind in our examina- 
tions was because at the outside we could not make them more than 
once every 15 months on an average. 


FREQUENCY OF EXAMINATIONS 


Mr. Yates. Mr. Thomas suggests that it would be a good thing to 
have more frequent examinations, to step up the frequency of your 
examinations, and I agree with him on that. I wonder why your desire 
of last year should not have been carried out. Mr. McAllister was 
on the Board last year, and you are no further advanced in increased 
frequency of examinations this year than you were last year. 

Mr. BoNESTEEL. Yes; we are. 

Mr. McAuuistEer. We are making out better on that now. 

Mr. Yates. You are? 

Mr. McAuuistTEr. Yes. 

Mr. Corcoran. For 1954 we based our estimates on an average 
examination time of 21 man-days. Actually in 1954 it was 23.6. 
When we were over here last year we were behind in our examina- 
tions at that point, and although we presented a budget to you it was 
still short at that point because it was based on 21.1 man-days per 
examination. If the language limitation had been removed we 
would right now be current, or nearly up to date as we would have 
had to present justification of our needs to the Bureau of the Budget 
only. 

Mr. Yates. How much opposition is there by your member asso- 
cations to your examinations? 

Mr. BonestEEL. They want them made more frequently. 

Mr. Yates. They want more frequent examinations? 

Mr. BonresTEEL. Yes. 

Mr. Yates. They do not consider it an interference with the opera- 
tion of their banks? 

ANNUAL EXAMINATIONS 


Mr. BonestreL. They want them made on an annual basis. 

Mr. Yates. They want them made on an annual basis? 

Mr. Bonestee.. Yes. 

Mr. Yares. Would they object to more frequent examinations than 
on an annual basis? 

Mr. BonestEEL. They would, probably. 

Every State law, with the exception of the law in two States, 
requires annual examinations. 

Mr. Yates. What is the difficulty in putting them on an annual 
basis; is it lack of personnel? 

Mr. Corcoran. Yes, sir; that is right. It is due to the lack of 
personnel. 

Mr. Yates. I noticed the charts that you showed us. 

What was the purpose of showing us the carts? Was it to ask for 
more examiners per dollar of assets, or was it to show us how you 
Were getting along with so few. examiners? 
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Mr. Corcoran. No, sir; to show that the rate of increase in ad. 
ministration costs was not out of line with the rate of growth of th 
insured associations. 

Mr. McAuutster. We will be only too glad to make a study of 
this and come back to you with some statement as to what can hp 
done to meet the contingencies which you have pointed out. 

Mr. Yates. Did you not ask for more examiners of the Bureau of 
the Budget, and did they not cut you down? 

Mr. Corcoran. No, sir. 

Mr. Yates. You did not ask for them? 

Mr. Corcoran. We asked for the number which is presented here 

Mr. Yates. And they approved it? 

Mr. Corcoran. Yes, sir; they approved it. 


CONTROL OVER KESERVES OF MEMBER INSTITUTIONS 


Mr. Yates. Can the Home Loan Bank Board control the rate of 
building by its requirements in reserves? What control do you have 
over the reserves of your member institutions, other than the 5 
percent which you testified to a while ago? 

Mr. Husspanp. None. Let me alter that a little. The 5 percent 
reserve is compulsory, We do have the authority to require the 
building up of the 5-percent reserve. 

Mr. Yates. To build the reserve? 

Mr. Corcoran. But the problem there is that the growth has 
been going so fast that there is difficulty in maintaining the reserve 
position, because of the sharp increase in the amount of assets because 
of this constant growth. 

Mr. Yarres. Then you have no control over the rate of building 
at all? 

Mr. McAututster. Practically none, Mr. Yates. 

Mr. Yates. You express some concern that saturation point in 
building might be reached. 

Mr. McAuuister. Yes, sir. 

Mr. Yatsrs. Do you, then, view the situation with alarm? 

Mr. McAuuistrer. We have control over the borrowing of associa- 
tions from their member banks. We could effect some measure 0! 
control overall. 

Mr. Yates. In what way could you do that? 

Mr. McAuuister. By simply expressing our opinions to the boards 
and the officers of the banks with regard to the trends and conditions 

Let me say to you, however, that the associations, as such, have 
at no time borrowed more than 5 percent of their savings from the 
bank system. 

The outstanding advances on the part of the bank system today 
are approximately only $700 million, and the members have on (e- 
posit with the bank system approximately $850 million. In other 
words, their deposits could pay for their borrowings. 

Mr. Yates. Suppose your members met this 5-percent requir 
ment which you mentioned and continue to expand, as you say they 
are expanding, and continued to led money for the purpose of building 
houses, what could you do to stop it? Could you do anything? 

Mr. Huspanp. Well, for one thing, we have a regulation whit! 
requires that if their reserves get below 5 percent they must allocate 
25 percent of their net income to this reserve in order to build it up. 
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\ir. Yates. My questions are directed not to the desirability of 
continuing to build; do not misunderstand me, because I happen to 
believe that we have to build houses, and that we are not building 
enough of them. 

Where do you think we are reaching the saturation point in that 
respect in this country? 

Mr. McAuuister. | would say that as far as the figures statistically 
are concerned, taking into consideration the houses that reach a state 
of obsolescence, and are no longer fit for human habitation, taking into 
consideration those which are lost by the elements, fire, and so forth, 
and those that are disposed of as a result of expressways, and things 
of that sort, plus the natural growth required for family needs, that the 
ficure would be far in excess of the number being built, far in excess 
of it. 

\ir. Yares. That is right. 

Mr. McAuuisteR. But if you built that volume of housing it would 
not be absorbed because people would not be ready to absorb them, 
not ready to buy them, so, you cannot build any more than people are 
able to absorb and pay for. 

Mr. Yarrs. Well, are they not absorbing all of them that are being 
built today? 

Mr. McAuuister. Yes, sir. There is no question that statistics 
can be used for making almost any point. 

I can show you gentlemen that the percentage of foreclosures in 1954 
has shown a 25-percent increase over the percentage of foreclosures in 
1953, and you begin to become concerned. 

Mr. Yares. All right, let us go into the foreclosure question. 


FORECLOSURES 


When you speak of the foreclosures in 1954 having increased 25 
percent over 1953, what figures do you base that on? What was the 
number of foreclosures in 1953, and what was the number in 1954? 

Mr. McAuuister. I am speaking strictly from memory on that. 

[t was somewhere in the neighborhood of 27,000 units last year, 
and perhaps 22,000 units in 1953. 

You can point to the fact that there has been a 25-percent increase 
in foreclosures, but someone who wants to make the point says the 
number of foreclosures in 1954 is nothing to be concerned about, 
because they do not represent more than 10 percent of what we 
reached in the maximum period back in 1933 and 1934, and both 
statements would be correct. 

Mr. Potties. The more houses the more foreclosures. 

Mr. McAuuister. Well, it is due to conditions. 

[ do not know what the normal rate of foreclosures is. I would 
say that we have not yet reached it. Certainly, we can have the 
number increased substantially above what it is today before it 
becomes alarming. At the same time, you notice trends by noticing 
little things. 

_Mr. THomas. Yes, but may I interrupt to say that the other people 
dealing with housing, the FHA, and the Veterans’ Administration, 
‘annot come up with a specific trend because they say it is not a trend, 
that it is based on individual conditions in individual locations. They 
point out that here is a home that was foreclosed because of a divorce, 
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here is one that was foreclosed because of a death in the family, an) 
here is one that was foreclosed because of the temporary loss of a jo} 
and there are hundreds of factors going to make it up. However, x 
you point out, the overall picture shows an increase in foreclosures, 

Mr. Yates. Is that based on something you have read, or do yoy 
have any facts upon which to base it? : 

Mr. McAuuister. I am quoting Mr. Roy Wenzlick, who provide 
one of the best statistical sources of information. 

Mr. Yates. Who is Roy Wenzlick? 

Mr. McAuutster. He operates an organization in St. Louis which 
provides a nationwide service. 

Mr. Yates. Is there any Government agency that is computing 
these figures? ; 

Mr. Husspanp. We have data on that since 1933. We shall be 
glad to send it over to you. We have it by years since 1933. 

Mr. Puiturres. Would that show the number of houses placed on 
the market in the last several years, since 1933, that we have sold with 
what amounted to no downpayment? In other words, a man who 
has no feeling that he has a heavy investment in the house, would be 
willing to walk out on the basis of what would be to him a monthly 
payment, as compared to the other homeowner who had paid down 
25 percent, or something like that on a new house? 

There are lots of houses around the periphery of Washington into 
which tenants have been moved on an ownership basis, on which they 
made, in effect, no downpayment, and there are some cases in which 
the contractor gave them a bonus to move in. 

That person would have no feeling on foreclosure comparable to the 
man who had paid down 40 percent or 25 percent before moving in, 

Mr. Yates. What do your facts show? Can you analyze you 
foreclosure data? 


CAUSES OF FORECLOSURES 


Mr. Huspanp. You cannot analyze the cause of foreclosure, 
whether it was brought about by divorce, death, unemployment, or 
unwillingness to pay. About all you can do is do what we have done 
in the past. We make a sample check of the situation. Back in 1935 
unwillingness to pay was a very common cause of foreclosure, but 
today it is limited because we are in a condition of prosperity. 

The number of nonfarm foreclosures for 1953 was actually 21,473 
in the entire United States. 

Mr. Tuomas. By all agencies and all institutions? 

Mr. Hussanp. For all lending institutions in the United States as 
compared with 1933 when there were 252,400 foreclosures. 

Mr. Tuomas. What is that figure? 

Mr. Hussanp. 252,400 foreclosures, when we had foreclosures 
the rate of 1,000 a day. 

Mr. Yates. Do you have a comparable figure to show the number 
of loans outstanding, to show what the percentage of total loans those 
foreclosures would be? 

Mr. Huspanp. Well, your total number of loans outstanding today 
would be fantastic. It would be many times those outstanding ! 
1933. That is why this figure of 21,473 foreclosures in relation to the 
greater number of loans outstanding is a meaningless figure. 

Mr. Yates. Would you say it is ees than 5 percent? 

Mr. Puiuuips. It is 15 percent. 
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Mr. Yates. What is the percentage? 

Mr. HusBanb. Of the total number of loans outstanding? 

Mr. Yates. Of the total number of loans outstanding which could 
lead to foreclosure. 
» Mr. Huspanp. There is no information available on the number 
of loans Which are delinquent. 

Mr. McAuutster. No. 

Mr. Yates. What is the total number of outstanding loans which 
can result in foreclosure, which have become delinquent? 

Mr. McAuuister. We had $25 billion of guaranteed mortgages 
outstanding at the end of the year. How many loans was that? 

Mr. Hussanp. The savings and loan associations have about 5 
million loans. 

RATE OF FORECLOSURES 


Mr. Yates. How many foreclosures did you have in 1954? 

Mr. HusBanpb. 21,473, which is less than one-half of 1 percent. 

Mr. Tuomas. Was that last year or 1953? 

Mr. Husspann. That was 1953. 

Mr. Yates. What was the number for 1954? 

Mr. Huspanp. Through September 1954 there were 19,316 for the 
first 9 months of 1954. 

Mr. McAuuister. That would be about 26,000 for the year. 

Mr. Yates. What was the number for 1953? 

Mr. Huspanp. 21,473. 

Mr. Yates. What was the number for 1954? 

Mr. Huspanp. For the first 9 months of the year it was 19,316. 

Mr. Yates. If the trend continued for the year it would be an 
increase? 

Mr. HusBanp. Yes. 

Mr. Yarrs. You do not have any statistics for 1955? 

Poco HusBanpb. No, sir. You see, there is a lag in reporting on 
them. 

Mr. Yarres. Do you have the number for 1952? 

Mr. Huspanp. Yes, sir, 18,135. 

Mr. Yares. 18,135? 

Mr. Huspanp. Yes, sir. 

Mr. Yares. Does your basic data show the foreclosures by regions 
as to whether or not it is urban housing or rural housing? 

Mr. Hussanp. That is all nonfarm housing. 

Mr. Yates. Were-there farm foreclosures during that period? 

Mr. Huspanp. Yes, but they would not be included here. To show 
how there is no set trend, the number of foreclosures in 1953, was 
slightly less than the 21,537 in 1950. 

Mr. Yates. Do you not think it would be interesting to have a ~ 
table of that sort in the record showing that information? 

Mr. Tuomas. Yes. 

Mr. Yates. Can you prepare such a table? 

Mr. Huspanp. Yes, we shall be very happy to. 

Mr. Tuomas. Dr. Husband can do anything with those figures, and 
does. He can give you the same set of figures, and give you three sets 
of answers and prove each answer by the same figure, can you not, 

octor? 

Mr. Huspanp. I would not want to confess to that. 

(The matter referred to is as follows:) 
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Mr. Yates. Based upor those figures, can you say that there is an 
alarming trend? Should we curtail credit in home construction, or 
not? Do those figures mean anything, the fact that we have this 
nerease in foreclosures? 

Mr. Hussanp. It is very difficult to come out with a generalized 
answer to a question of that kind. 

"Mr. Yares. Come out with a specific one, then. 


INCREASING RESIDENTIAL VACANCIES 


\ir. Husspanp. It is time, in my judgment, for a reasonably cautious 
appraisal of the situation because there are signs that the number of 
vacancies is increasing. 

Mr. Yares. Vacancies in what? 

\ir. Huspanp. In housing. A vacancy obviously means that the 
houses are not being absorbed at the same rate as before. 

Mr. Yares. On what do you base that statement? Do you have 
facts to show that the vacancies are increasing? 

Mr. Huspanp. That is based upon observations brought out where 
croups of real-estate men get together and express views as to their 
communities, and the situation in their communities. 

Mr. McArustep. Mr. Yates, I understand that the Department 
of Commerce or the Bureau of the Census, is going to make a survey 
this fall of the vacancies jn residential property. That would be very 
important and very valuable. We get figures here and there, but they 
are spotty figures, and national figures are not available at this time. 

Mr. Yarss. Off the record. 

Discussion off the record.) 


VOLUME OF LENDING 


Mr. YavrEs. Did you testify earlier as to the number of loans your 
stitutions made last vear for housing construction? 
” Me McALLIistTER. Something over a million loans—we gave the 


YarEs. You gave what amount? 
\icALLIistER. $9 billion. 
Yares. For the calendar vear 1954? 
\MIcAuiistErR. Yes, sir. 
Yates. You do not know how many loans that was? 
\lcALuirsteR. The number of units involved would be some- 
thing in exeess of 1 million units. 
Mr. Yares. In excess of a million units? 
Mr. McAuuister. Yes. 
Mr. Huspanp. No; not 1 million. 
Mr. McAnuister. Yes; we made loans for $9 billion. 
Mr. HusBanp. Yes. 
Mr. McAuurster. That would be $9,000 each. 
Mr. HUSBAND. Yes: that is correct, about 1 million is correct. 
Mr. McAuurster. I have been sustained. 


TURNOVER OF MORTGAGE LOANS 
Mr. Huspanp. That is a fantastic rate. These loans were being paid 
tevery 4or5 years. That is the rate of turnover of the loans held by 
oy the savings and loan associations. 





1466 


Mr. Yates. Why is that? 

Mr. Hussanp. Prepayments, and because of good times, 

Mr. Yates. That is an interesting statistic. Is it true that the 
usual 20-year mortgages are paid off in 4 or 5 years? 

Mr. HusBanp. Yes. 

Mr. Yates, What percentage of your loans are repaid on that basis? 

Mr. Huspanp. They are actually being paid off at the rate of, 
roughly, every 4 or 5 years on an average. 

Mr. Dixon. Would it not be more accurate, Doctor, to say that 
they are being changed at that rate, being refinanced at that rate? 

Mr. Hussanp. Well, a sale will cause a loan to be paid off. 

Mr. Yates. Do you have a breakdown of the loans which were 
made last year on the basis of the size of the metropolitan com- 
munities or urban communities involved? Do you know how much 
of the loans went to cities of over 1 million population or half a 
million population? 

Mr. Husspanp. I could not tell you the amount of loans made by 
our insured associations on the basis you mention. 

Mr. Yates. You could not tell us that? 

Mr. Huspanp. No, sir. 

Mr. Yates. I was wondering, for example, in a community the 
size of Chicago, how many of your loans went to the construction of 
houses there. Most of them go into the suburbs, and very few of 
them go into the construction of houses in the cities themselves? 

Mr. Huspanp. We could not break it down between the central 
areas and the suburbs. We do not have it broken down that way. 

Mr. McAuutster. Of the loans which were made last year 34 per- 
cent of them were for new construction, which would be approximately 
$3 billion. 

Mr. Vursetu. Off the record. 

(Discussion off the record.) 

Mr. Yates. Mr. McAllister, you stated that the number of new 
families was declining. 

Mr. McAuutster. New family formations in the United States have 
been declining for the last several years. 

Mr. Yates. I thought they were increasing. 

Mr. McAuuister. No; they are declining. 

Mr. Drxon. You mean the annual rate of family formations? 

Mr. Yares. You mean the number of marriages, don’t you? 

Mr. McAtuister. Yes, sir. That has been decreasing. I could 
not give you the exact figure on it, but it is probably below 700,000 
at this time, and here a few years back it was as high as about 
1,400,000, almost double the number at the present time. 

That tendency, the statisticians state, will continue until about the 
last of this 10-year decade. In other words, about 1960 the large 
number of marriages and the large number of births that we had in 
the early forties will again pick up the family formations. From that 
time on there will be sizable increases in family formations. 

Mr. Yates. Well, which comes first, housing or the families? 

Mr. McAuuister. The families. . 

In other words, the housing we are building and have been building 
for the last few years, has been more than enough to take care of 
family formations, and also to take care of some of the other demands 
for housing that already existed in the years prior to that. 
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Mr. YaTEs. But this would assume that the families that were 
being created could afford the houses which were being built; would it 
not? Speaking about my own community in Chicago, which I 
know a little bit about, the average prices of the houses out in the 
suburbs was $12,000 to $15,000 which most families cannot afford. 
That is why 1 wonder whether or not the family comes first or the low- 
price housmg comes first. Sh 

| know in your southern communities where you do not have such 
high costs of construction you are able to find places to live for new 
families much more easily. 


FSLIC LOSSES 


Mr. Puitures. Will you repeat something, Dr. Husband, which you 
save a moment ago very briefly, the total loss that you have taken in 
the history of the Federal Savings and Loan Insurance Corporation, 
all accounts? 

Mr. HussBanp. The total losses to date have amounted to a dollar 
loss of $5,200,000 or 2% percent of our gross income. 

Mr. Paitures. Which has been decreased in recent years? 

Mr. Husspanpb. There have been only two losses since 1944. 

Mr. Parties. How did we make up that loss, out of the premiums 
we charged? 

Mr. HusBanp. Yes, sir. 

Mr. Puiiuips. And that has actually been no direct Federal cost 
to the taxpayer? 

Mr. Huspanp. That is correct. 


FIVE PERCENT RESERVE 


Mr. Puiturps. When you require a 5-percent buildup on the part 
of banks in what securities do you require them to carry it? May 
they carry 1t in cash, may they carry it in State securities, or trust- 
type securities, or must they carry it in Federal bonds? 

Mr. HusBanpb. It so happens, and as you may recall, all insured 
members are members of the Federal Home Loan Bank System, 
and each member institution must have 6 percent in cash and Gov- 
emment bonds which would be slightly in excess of that. 

Mr. Puitures. You consider that this covers that 5-percent 
requirement? 

Mr. Huspanp. Yes. 

Mr. Putuuips. They do not have a loss if they carry it in cash any 
more than if they carry it in bonds? 

Mr. Huspanp. Unless they steal the cash. We do have the prob- 
km of embezzlements from time to time. 

Mr. Partures. But you cover that by insurance. 

Mr. Huspanp. They require fidelity bonds. 

Mr. Puruurps. I think you are doubly covered. 


AUTHORITY OF THE ADMINISTRATOR 


In talking to the chairman about the item put into our bill last year, 
which was FHA on page 11 of the print of that bill, you were talking 
tout the authority given the Administrator of HHFA. and you made 
he statement that you felt that made it possible for him to reverse a 
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decision made by one of the constituent agencies, in this case, you, 
agency. 

“HHA was created after these separate agencies were created 
Housing and Home Finance, the Loan Bank, FHA, and HOLC wa 
put in as a sort of a coating on top of this structure. 

Without taking away any of the statutory authority of the cop. 
stituent agencies you are assigning to the Office of the Administrato; 
that authority, and shall I say the duty of coordination and super. 
vision. 

Mr. McAuuisrer. Yes. 

Mr. Puitutrs. Now, this committee for some years has been puz- 
zled by that because the authority and duty and obligation was given 
to him without any distinct definition of how it was to be carried out 
The committee said that our interest was largely in organization, 
This states: 

And the Administrator’s general supervision and coordination responsibilities 
under Reorganization Plan No. 3 of 1947 shall hereafter carry full authority to 
assign and reassign functions of reorganization and to make whatever changes 
including reallocation and transfer of administrative expense funds and aut} vority 


where applicable, necessary to promote economy, efficiency, and fidelity in the 
operations of the Housing and Home Finance Agency. 


My question is how do you interpret that to say that the Housing 
Administrator could reverse a policy decision affecting an individual 
who might appeal to him from your decision? It seems to me that it 
is the authority for reorganization and the prevention of duplication 
for financing, and so forth, rather than the right of appeal to him. 

I would say I do not think it would not be a good thing to give him 
the right, but I do not interpret the paragraph to give him the right, 
that some individual case might appeal to the Administrator; is that 
right? 

Mr. McAuuister. I will say that matters have been referred to 
him largely as the result of the inclusion of that authority, and also 
as far as our relationship with the Administrator is concerned it has 
been very satisfactory, and he has at no time taken a stand that was 
contrary to that of the Board. 


NUMBER OF LAWYERS 


Mr. Tuomas. How many lawyers do you have in your agency? 

Mr. Corcoran. We have 11 in the 1956 budget. 

Mr. Tuomas. Only 11? 

Mr. Corcoran. That is all. 

Mr. Tuomas. In the field, in the district, and everywhere? 

Mr. Corcoran. Yes, altogether. 

Mr. Tuomas. Gentlemen, it is always nice to do business with you. 
Come back and see us. 
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Turespay, Marcu 8, 1955. 


FEDERAL HOUSING ADMINISTRATION 
WITNESSES 


NORMAN P. MASON, COMISSIONER 

FRANK J. MEISTRELL, GENERAL COUNSEL 

LESTER H. THOMPSON, COMPTROLLER 

ALLEN F. THORNTON, DIRECTOR, RESEARCH AND STATISTICS 
DIVISION 

HORACE B. BAZAN, DIRECTOR, BUDGET AND ORGANIZATION 
DIVISION 

JOHN M. FRANTZ, AGENCY BUDGET OFFICER, HOUSING AND HOME 
FINANCE AGENCY 


Amounts available for administrative expenses 


| 1954 actual | 1955 estimate | 1956 estimate 











Lieaiin tions Ot CUR o soothes akc pwttdeceusscsdsusedeess $5, 322, 800 $5, 500, 000 $6, 650, 000 





Reimbursements from other accounts. -.......-...-..---------- 111, 209 150, i Cimccaneadd codtice 
Total available for obligation ---.........-.-------.----- 5, 434, 009 5, 650, 000 6, 650, 000 
Unobligated balance, not available for subsequent use----._--. Sng POE Becete-cssssoc asenceraananitealn Kbsreeiid 








Administrative expenses incurred.-_............-.------ 5, 372, 251 5, 650, 000 6, 650, 000 


Administrative expenses by activities 


Description 1954 actual | 1955 estimate 1956 estimate 


Direct Administrative Expense | 
» Miscepeian Gi i Bc win aan waneues $123, 000 $128, 000 $145, 700 


1 
2. Program direction ............- sto omsssocai @niiailaaiis aians eeniaaiaen 1, 425, 042 1, 581, 000 2, 203, 000 
3, Staff, administrative, and fiscal. .................-....----- 3, 713, 000 3, 791, 000 | 4, 301, 300 


Administrative Expenses Payable Out of Reimbursements From 


Total direct administrative expenses-_..........-..--.--- 5, 261, 042 5, 500, 000 | 6, 650, 000 
Other Accounts 


3, Staff, administrative, and fiscal. ..........................- 111, 209 MAG GOR nits a ccunssn 








Administrative expenses incurred_._...........-...----- 5, 372, 251 5, 650, 000 | 6, 650, 000 





58616—55—pt. 2——43 
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Administrative expenses by objects 


Object classification 


Summary of Personal Services 


| 1954 actual | 1955estimate | 1956 estins, 




















Total number of permanent positions_ - 914 958 L193 
Average number of all emplovees. _- r 868 894 1 0% L 
Number of employees at end of year............------..------ 870 920 1 10 : 
Average salaries and grades: 
General schedule grades: 4 
Average salary...........- j $4, 873 | $5, 023 $5 1) 
Average grade —— . GS-6.3 GS-6.5 Gs 
Ungraded positions: Average salary _.__. | $4, 625 $4, 625 $4, 625 
Personal service administrative expenses: 
Permanent positions $4,261,840 | $4, 473, 995 5, 379. 74 
Positions other than permanent Sie wie a 953 swe 
Regular pav in excess of 52-week base 16, 200 16, 500 0 Fy 
Payment above basic rates - 36, 292 21, 500 21, 5K 
Other payments for personal services 8, 175 
Total personal service administrative expenses. 4, 323, 460 | 4, 511, 995 5, 421. 743 
Direct Administrative Expenses 
01 Personal services___- 4, 292, 487 | 4, 448, 995 5, 421. 745 
02 Travel_- : 150, 529 250, 000 315, Ow 
03 Transportation of things...........- 15, 427 12, 720 6, 27 oa 
04 Communications services... 53, 349 39, 125 48, 0K 
05 Rents and utility services 546, 735 556, 000 658, 20) 
06 Printing and reproduction. . 37, 828 | 39, 150 47, (12 : 
07 Other contractual services____ 125, 961 113, 730 1065, 305 T 
08 Supplies and materials 33, 050 33, 930 40). 755 Fi 
13 Refunds, awards, and indemnities_ - : | OO he cwsccs ‘ A 
15 Taxes and assessments... ; ec oe e ; aneaaehand 5, 076 | 6, 350 7, 70 Ni 
Total direct administrative expenses -_-- 5, 261, 042 5, 500, 000 6, 650, 00 AY 
Administrative Expenses Payable Out of Reimbursements 
From Other Accounts | 
01 Personal services___._- pete. FS Ta Pee 30, $73 63, 000 Pi 
02 Travel - ietocthiadinidiiaelekderaten waxes oxese ae eeesesesescsel 3, 000 
04 Communications services. -_. - [eee sake 77, 272 80, 500 
O65 Matte eNO WHRLy OOF VION... oni. icc ccc ceecennsccvccecdcs 1, 565 | 3, 500 
08 Supplies and materials-................---- aie aia ad eaiat i |} ae 
Total administrative expenses payable out of reim- 
bursements from other accounts gosceitcecuces 111, 209 150, 000 
Administrative expenses incurred ____-____- Z 5, 372, 251 5, 650, 000 6, 650, 00 
one - a - - Se ae a os pr pt sos 0] 
. . . . V2 
Amounts available for nonadministrative expenses 03 
(4 
_ ———- an - ———— — 0 
1954 actual | 1955 estimate | 1966 estimat i 
i 
ee oe — — eH Us 
Limitation or estimate __ ° ae Se rae ee $26, 500, 000 $26, 250, 000 $38, 350, 00 09 
Reimbursements from other accounts. ._....-.....-----.-- 12, 631 l 
Total available for nonadministrative expenses____-_--- 26, 512, 631 26, 250, 000 38, 350, OM 
Unobligated balance, estimated savings._.._...........-....-- 393, 741 y 
Nonadministrative expenses incurred. -__...........--.-- 26, 118, 890 26, 250, 000 38, 350, Ot 








vit 
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Nonadministrative expenses by activities 





Description 


- | 


Direct Nonadministrative Expenses 


1. Repair and improverrent loan insurance 
9 Mortgage insurance, secs. 8, 203, 207, and 213 
3 Revabilitation and neighborkooi conservation housing 


Insurance — . -= - 
4, Special incentive and yield insurance 
5. Military, defense and servicemen’s insurance. -. aa 


Total direct nonadministrative expenses__- 


Nonadministrative Expenses Payable Out of Reimbursements 
From Other Accounts 


1. Defense production activities... ; 


Nonaiministrative expenses incurred 


Nonadministrative expenses by objects 


Object classification 


Summary of Nonadministrative Personal Services 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 

Number of employees at end of year_- 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade... _. 
Personal service nonadministrative expenses: 
Permanent positions 
Positions other than permanent 
Regular pay in excess of 52-week base- 
Payment above basic rates 


Other payments for personal services 








Total personal service nonadministrative expenses. _- 
Direct Nonadministrative Expenses 


01 Personal services... 

02 Travel ‘ 

03 Transportation of things 

04 Communieation services 

05 Rents and utility services_- 

06 Printing and reproduction 

‘7 Other contractual services. __- 
08 Supplies and materials_- . 
09 Equipment 

15 Taxes and assessments. 


Total direct nonadministrative expenses 


Nonad ministratire Expenses Payable Out of Reimbursements 
From Other Accounts 


Ol Personal services 
02 Travel ve 
(4 Communication services 

05 Rents and utility services__..__.. 


Total nonadministrative expenses payable out of reim- 
bursements from other accounts... 


Nonadministrative expenses incurred _--- 


1954 actual 


$2, 465, 289 
20, 694, 350 





1, 388, 487 
1, 558, 133 


26, 106, 259 


26, 118, 890 


1954 actual 


$4,960 


Gs-7 


id 


$22, 234, 347 
33, 170 
83, 000 
122, 445 
10, 781 






22, 483, 743 


174, 163 
, 564, O12 
78, 760 
447, 634 
1, 036, 910 
178, 967 

120, 753 

132. 718 

31, 290 

41, 052 

26, 106, 259 


9, 580 
1, 977 

19 
1, 055 


12, 631 


26, 118, 890 


1955 estim ate 


$2, 500, 000 
19, 150, 000 


1, 750, 000 


1,000, 000 
1, 850, 000 


26, 250, OOO 


26, 250, 000 


1955 estimate 


$4, 666 


3, 710 


$4, 981 
iS-7.4 


Gs 


$21, 401, 100 


55, 000 | 
79, 200 | 


813, 900 


22, 349, 200 


2, 349, 200 
1, 626, 100 
600 
4, 400 
», 800 
900 
57, 200 
2, 700 
, OO0 
, 200 
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Mr. Tuomas. Gentlemen, we have with us today the Federal] 
Housing Administration and it is very nice to see our good friends 
Commissioner Mason; Mr. Meistrell, the General Counsel; Mr 
Thompson, Comptroller; Mr. Thornton, Director, Research anq 
Statistics Division; and Mr. Bazan, Director, Budget and Organizatiop 
Division. 

Mr. Commissioner, do you have a statement for us? We would be 
delighted to hear what you wish to say. 

Mr. Mason. Thank you, Mr. Chairman, I do have a statement, 


GENERAL STATEMENT 


Mr. Chairman and members of the committee, I am happy to have 
this opportunity te review with you our 1956 budget. In the now 
nearly 21 years since the FHA was created by the Congress, home 
financing and home building have made tremendous strides. Home 
financing terms have been brought progressively closer to the financial 
capacities and needs of the average American family. The home 
building industry has grown into a major industry with enormous 
productive capacity and has become one of the important elements 
in our economy. Housing standards have greatly improved and 
home ownership is becoming a reality to an ever-increasing number 
of American families. FHA has played a vital role in these develop- 
ments. 

Last summer the Congress took an important further step—the 
Housing Act of 1954. Capitalizing on the accumulated experience 
of the years, this new act simplified and modernized FHA home 
mortgage terms bringing home ownership within the practical reach 
of many additional families. It also opened important new areas 
of service for the FHA, including servicemen’s mortgage insurance, 
and most important, mortgage insurance for urban renewal. 

Public response to the new act has been prompt and vigorous. The 
volume of unit applications for FHA home mortgage insurance is now 
about double the level of a year ago. The increase in business was 
so rapid and so great that FHA has faced this year an emergency 
situation with serious backlogs developing throughout the country. 
The Congress, through Public Law No. 3 which was approved by the 
President January 25, 1955, has given us the budgetary authority to 
meet this workload. We are working as rapidly as we can to bring 
our facilities in line with the volume of business. 

In the fiscal year 1956 we will have a full year of operations under 
the new Housing Act in contrast with a partial year under the act 2 
1955. The new programs for servicemen’s mortgage insurance al 
urban renewal will be in full operation. We expect 1956 to be a big 
year. The home building industry is already giving ample evidence 
of its capacity to sustain a high level of production of the housing 
needed in a healthy and vigorous economy. In December ané 
January nonfarm housing starts were at record levels—a seasonally 
adjusted annual rate well over 1.4 million units. 5 

The urban renewal program provided by the Housing Act of 1954, 
I think it is fair to say, is the first full-scale completely realistie 
approach to meeting the most difficult problem confronting ou 
American cities today—slums and urban blight. FHA’s respons 
bility for providing private financing under insured mortgages for the 
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construction and rehabilitation of housing in these blighted areas and 
for providing FHA insured private financing for housing needed for 
families displaced by governmental action in communities having 
urban renewal programs present, I believe, one of the most challenging 
and important jobs we have ever faced. Based on the Housing and 
Home Finance Administrator’s estimate of progress which communi- 
ties are making and will make in developing workable urban renewal 
plans and carrying forward existing programs for slum clearance, 
we expect to receive more than 100,000 unit applications for mortgage 
insurance under the urban renewal program alone in 1956. 

The sustained high level of construction and of insured mortgage 
transactions involving purchase of existing homes, together with 
these new fields of activity, are expected to result in the examination 
by FHA of about 858,000 unit applications in 1956. With the funds 
provided by Congress in Public Law No. 3 in January we hope to be 
geared by June 30 to handle a volume of about 725,000 unit applica- 
tions with an annual nonadministrative expense of $34.3 million. To 
examine about 858,000 unit applications and perform related functions, 
including about a million and a half compliance inspections in 1956, 
we will need $38.3 million. 

Important as it is to meet the volume of applications coming to us, 
it is no less important to service our insurance in force efficiently and 
to administer and control our operations. Insurance in force will 
increase by approximately $2.5 billion in 1956 under current estimates. 
In addition, we are now engaged in an extremely important effort to 
strengthen the administration of our program and tighten controls over 
operations. ‘These are problems under FHA’s administrative expense 
budget estimated at $6,650,000 in 1956. 

When I became Federal Housing Commissioner last spring and as 
Isought to appraise our organization and our program and to discharge 
the difficult responsibitities of the agency, one cardinal] fact impressed 
itself upon me. I think it may be summed up in that familiar saying: 
“An ounce of prevention is worth a pound of cure.”” FHA desperately 
needed to devote a greater part of its income and resources to super- 
vising and controlling its operations and continually appraising and 
reappraising its policies, technical standards, and programs, and to 
servicing the insurance already on the books. 

I put a group of well-qualified men to work to study this problem 
and recommend to me the measures we should take to tighten the 
operation. As a result, we developed a complete plan for reorganizing 
and strengthening our central office operations. With the funds that 
the Congress authorized to us this year, we went to work to build 
the kind of an organization we need to get the job done. It will cost 
more money but that additional cost will, 1 am convinced, be repaid 
many times in terms of a safer and sounder FHA operation and more 
effective service to the public. 

First of all, we are going to have closer supervision over our insurin 
operations. Each of our major programs is going to be closely qusded 

y responsible staff to be sure that our procedures are sound, and 
that our policies are carrying out the intent of Congress. Our super- 
visory and technical staffs in the fields of appraisal, cost estimation, 
architecture, engineering, and mortgage credit, are going to be strong 
enough to spend the time necessary to follow closely the operations 
of each insuring office. We are going to keep on top of our technical 
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standards so that they will be realistic and forward-looking and we 
are organizing to see that they are firmly and intelligently applied 
and enforced. 

Let me give you some examples of what this stronger organization 
will mean in better functioning of FHA and better public service. 

We are going to audit multifamily housing projects when default 
occurs on the mortgage and acquisition of the property is anticipated, 
so that we will have a sound basis for conserving the assets and incomes 
of these projects until the properties have been acquired by the Com- 
missioner. This will cost about $100,000 a year but I am convinced 
that much more than that amount will be saved by this operation. 

We are going to analyze every financial statement submitted by 
mortgagors on multifamily housing projects—and there are some 
five thousand of them subject to FHA regulation submitting these 
reports annually—so that we can discern promptly any weakness or 
improprieties in the management of the corporations and can minimize 
our insurance risks. This will also enable us more effectively to assure 
compliance with rent schedules. We are going to take every step 
reasonably within our power to assure enforcement of the labor stand- 
ards provision of the National Housing Act on multifamily housing 
construction. 

In all these matters we are going to follow through to see that 

vigorous action appropriate to the circumstances is taken in every 
case. We have more than $4 billion of insurance in force on multi- 
family housing projects and we collect more than $20 million annually 
in insurance premiums on multifamily housing mortgages. This work 
will cost about $300,000 a year but we are convinced that it will pay 
dividends in better public service and in lower risk to the FHA. 

As an additional important safeguard we are going to have a 
thorough independent audit and check of our internal operations, 
Washington and field, of mortgagees not otherwise subject to State 
or Federal supervision, and of rental brokers handling acquired prop- 
erties. If there is a weakness in our operation we are going to find it 
quickly and correct it without delay. This check on operations will 
cost about $300,000 a year. 

Under the budgetary authority already granted by the Congress in 
the fiscal year 1955 we have made major strides in strengthening ow 
organization. Approximately $500,000 of the administrative expense 
estimate for 1956 is needed to continue for the full 1956 fiscal year the 
stronger organization established under the budget authorized by 
the Congress in 1955. Approximately $100,000 is an unavoidable 
increase in rent due to our having to vacate the building we have 
occupied for the past 20 years at a relatively low rental. Approx- 
imately $150,000 is needed for the increased volume of insurance. 
The remaining increase of about $250,000 is needed to complete the 
stronger control machinery established this year. 

In summary, we expect to collect approximately $154 million in 
fees and premiums in fiscal 1956 and to spend approximately +49 
million for operating expenses. We are striving to do a better job 
with a bigger volume of insurance—to serve more American families 
more effectively. 

Thank you. 

I will be glad to answer any questions I can, and members of my 
staff are here to assist me. 
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GENERAL OUTLOOK IN HOUSING 


Mr. Tuomas. That is a very nice statement, Mr. Commissioner. 
What is the picture generally in the housing field, what does it look 
like for the calendar year 1955, and looking into the crystal ball, 
what do you think it looks like for the calendar year 1956? 

Mr. Mason. You mean volume of new construction? 

Mr. Tuomas. Yes. 

Mr. Mason. At the rate at which we are now having houses 
started, it appears to us that 1,300,000, which was the estimate last 
fall, is probably a good estimate of what we will have this year. 

Mr. Tuomas. 1,300,000? 

Mr. Mason. The current building is at a higher rate than that. 
The starts are at an annual rate something over 1.4 million at the 
present time on a seasonally adjusted basis. But it is our feeling 
that over the year, the 1.3 million will be probably it. That is a 
personal opinion, of course, based on the information that we have 
available to us. 

FAMILY FORMATIONS 


Mr. Mason. Well, I am very much interested in a remark that I 
heard, and it is one of the factors that we are exploring continuously, 
and that is the rate of family formations; there has been some concern 
expressed that the rate of family formations—— 

Mr. Toomas. We still call it marriage up here. 

Mr. Mason. In the FHA we have families formed without mar- 
riage, Where the individual has established households. They cannot 
marry themselves. But that rate is below the current building rate. 
One of our wiser bankers has now come up with the theory that makes 
a lot of sense, to me, and that is that people buy houses, not when 
they first get married, but when they begin to have a family; in other 
words, when they begin to have children. In other words, marriage 
iiself does not enter into the question substantially in the housing 
field. He points out that the rate, that is, for that kind of family 
lormation—the need of housing—is much higher than the current 
rate of marriage. 

Mr. Tuomas. The marriage rate has fallen off considerably over 
what it was in 19467 

Mr. Mason. Yes. 

Mr. THomas. From some figures I saw, almost 50 percent down- 
ward. Is that figure about correct? 

Mr. Mason. It is about 600,000 downward; is that about right, 
Mr. Thornton? 

Mr. Toornron. The marriage rate is downward. The greatest rate 
was the 1946 figure which was about 2.3 million and the 1954 rate was 
about 1.5 million. 


EFFECT OF NEW ORGANIZATION AUTHORITY OF ADMINISTRATOR 


Mr. THOMAS. Something under 50 percent. There is one other 
general question I want to ask. What has been the net result of the 
language in the Independent Offices Appropriation Act of 1955, 
whereunder the Administrator of the Home Finance Agency was 
given some language looking toward more coordination of the com- 
ponent agencies of the House and Home Finance Agency, with 
specific reference to the FHA? 
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REALINEMENT OF FIELD OFFICES 


Mr. Mason. The net result today, so far as the FHA is concerned, 
since I came, we have had very cordial relations with the Office of 
the Administrator. I would say that there has been one order issued, 
establishing the regional offices of the Administrator, in which it was 
requested, when they established the regional offices, that we make 
our regions coincide with theirs. 

We were asked our opinion on the matter, and the regions were 
adjusted with consideration of our desire and wishes. Aside from 
that, to date, that is the only effect. 

Mr. Tuomas. There has been no net change in your former situa- 
tion as compared with what could or might have been brought about 
under the new language? 

Mr. Mason. Except for the fact that we have realined our areas 
in the country, in which we have established our offices for simply 
administrative purposes to meet theirs. It was no problem for us, 

Mr. Tuomas. Has that been the only activity involved? 

Mr. Mason. We have had consultation on all zones of policy; but 
nothing that I can think of as the direct result of that act, except 
that one action. 

RELATIONSHIPS ON POLICY MATTERS 


Mr. Tuomas. Has there been any variance in thinking on policy 
between the Commissioner of the FHA and the Administrator of the 
Housing and Home Finance Agency, and I refer to the FHA policies 
or activities? 

Mr. Mason. No; we have had very excellent and cordial relation- 
ships and great freedom of interchange of information between the 
two of us. 

Mr. Tuomas. It is a satisfactory arrangement? 

Mr. Mason. Under the present setup, it certainly is. 

Mr. Tuomas. You have not been around long enough to know 
whether it was satisfactory before this language was put in the inde- 
pendent offices appropriation act or not? 

Mr. Mason. This was put in, shortly after I came here. I came 
here about—lI believe this was put in in 

Mr. Tuomas. July 

Mr. Mason. Yes. But there has been no difference in my approach 
to the Office of the Administrator. 





NEW PROGRAMS AUTHORIZED IN 1954 HOUSING ACT 


Mr. Tuomas. You might elaborate a little bit more on your pro- 
gram activities. What did the Housing Act of 1954 specifically do to 
you in the way of increasing or decreasing your activities? 

Mr. Mason. One thing it did for us 

Mr. Tuomas. Set up titles 203 to 221—— 

Mr. Mason. Well, also, 222 

Mr. Tuomas. Four new activities that you did not have before 
that time? 

Mr. Mason. Sections 220, 221, 222—— 

Mr. Tuomas. And 203. 

Mr. Bazan. That was widely amended but—— 

Mr. Mason. It did not change us. 
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Mr. Bazan. What we did, in 203, there were two things different: 
One was the low-cost program which was put directly into the 203 
program; it was title—— 

Mr. Tuomas. That is you big activity, is it not? 

Mr. Mason. Yes. 

Mr. Tuoomas. Well, tell us about it. 


SECTION 203 PROGRAM 


Mr. Mason. It represents, Mr. Bazan, how much of our activity? 

Mr. Bazan. It represents the greater part of it; I would say at 
the moment about 90 percent of it. 

Mr. Tuomas. Ninety percent in the low cost field? 

Mr. Mason. I would point out one thing, and that is that we are 
getting the biggest volume of applications for mortgage insurance 
covering mortgage on existing houses in the history of FHA as a 
result of this act. 

Mr. Tuomas. What section of the act? 

Mr. Mason. That is under section 203. 

Mr. Tuomas. Very well. Go ahead. 

Mr. Mason. That is one of the things, one of the really forward- 
looking things that was done, because it provided the vehicle whereby 
a man who has a house and can afford a better one, is able to dispose 
of his currently owned house and have a person who is able to buy it, 
that is, a person of lower income is able to buy it on substantially the 
same terms as a new house. Under the former methods of financing 
existing house loans, the downpayment on the old house had to be 
substantially larger than on a new house. 


ProGraM Review 


Mr. Tuomas. Mr. Reporter, at this point in the record, will you 
please insert pages 4, 6, 7, 8, and 9? 
(The pages referred to follow:) 


Housine Act or 1954 


The Housing Act of 1954, approved August 2, 1954, provided important new 
FHA programs and made extensive modifications in existing programs. These 
changes have a substantial impact on the volume of FHA operations and budgetary 
requirements. 


AMENDMENTS TO HOME MORTGAGE INSURANCE PROGRAMS 


Terms under the home mortgage insurance program provided by section 203 
of the National Housing Act were modified both for new and existing homes. 
Maximum mortgage amounts, maximum maturities and ratios of insurable loan 
to value were generally increased. Under the new act mortgages may be insured 
on new homes on a basis of 95 percent of the first $9,000 of value plus 75 percent 
of the remaining appraised value. The President is authorized to increase these 
limits to 95 percent of the first $10,000 and 75 percent of the balance. The 
maximum loan shall not exceed $20,000 on a one- or two-family structure, $27,500 
on a three-family structure and $35,000 on a four-family structure. Where the 
loan is insured in the name of the builder rather than an owner-occupant mort- 
gagor, the maximum loan cannot exceed 85 percent of the amount computed as 
described above. In the case of mortgages covering existing homes the loan is 
limited to 90 percent of the first $9,000 and 75 percent of the balance of the 
appraised value of the home. Maximum maturity is 30 years or three-fourths 
of the remaining economic life of the property, whichever is the lesser. 
on™ provisions for low-cost housing were consolidated into the basic section 
203 program. The maximum insurable mortgage was increased from $5,700 to 
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$6,650 (95 percent of $7,000 value). This program is especially directed to thy 
production and financing of housing in outlving areas. 

Special provision is also made for insurance of mortgages for construction of 
a farm home built on not less than 5 acres of ground adjacent to a public highway 
The terms are the same as those for low-cost housing in outlving areas—a may. 
mum mortgage of $6,650 representing 95 percent of $7,000 value. 


URBAN RENEWAL 


New mortgage insurance programs designed to facilitate private financing of 
urban renewal programs were created by the Housing Act of 1954. 

Section 220 is designed to provide private financing under insured mortgages 
for the construction or rehabilitation of housing in slum, blighted or deteriorating 
areas of communities. To be eligible for mortgage insurance the property musi 
be located in an urban renewal area in a community having an approved workable 
plan as provided by the new act or having a slum clearance and urban redevelop. 
ment project approved under the Housing Act of 1949. The approved workab\ 
plan will be the underlying base of the entire urban renewal program and wil! 
provide the assurances of financial capacity and stability needed to warrant 
undertaking mortgage insurance risks in blighted areas. Mortgages may cover 
both single family and multifamily structures. Mortgage amounts and term: 
are generally the same as those under the basic home mortgage insurance pro- 
visions of section 203 and the basic rental project mortgage insurance program 
under section 207. | 

Section 221 is a new program to provide housing for families displaced by govern- 

mental action in communities having an approved slum clearance or urban renewal | 
project. It is designed to meet, to the extent possible through private financing, | 
the rehousing problems so important to the success of urban renewal and will by 
limited to the number of units certified by the Housing and Home Finance Admin- 
istrator to be needed for the relocation of displaced families. Mortgages may be | 
insured under section 221 for owner-occupant mortgagors up to a maximum | 
amount of $7,600 (95 percent of $8,000) except that the amount may be increased 
by regulation up to $8,600 in high cost areas. The mortgagor must have paid 
at least 5 percent of the estimated cost of acquisition in cash or its equivalent 
Mortgages may cover new, existing, or rehabilitated homes. FHA is also author- 
ized under section 221 to insure mortgages on new or rehabilitated rental projects 
where the mortgagor is a nonprofit corporation, association or other organization. 
In such cases the mortgages may not exceed $5 million or $7,600 per family unit, 
except that by regulation the per unit limitation may be increased to $8,600 
Such mortgages may not exceed 95 percent of the estimated value of the completed 
or rehabilitated property. 


SERVICEMEN’S MORTGAGE INSURANCE—SECTION 222 


A new mortgage insurance program for servicemen was created by the Housing 
Act of 1954. This program, section 222, provides for insurance of mortgages 0! 
homes purchased by servicemen up to 95 percent of the apvraised value of the 
property with a maximum mortgage of $17,100, representing 95 percent of a 
$18,000 home. To be eligible as mortgagors, servicemen must have served 0! 
active duty for more than 2 vears and must be certified to be eligible by the defens 


authorities. 
MODIFICATION IN PROJECT MORTGAGE INSURANCE ( 

Rental housing, section 207.—The basic rental housing mortgage insurance pr- ; 

gram, section 207, was amended by the Housing Act of 1954 to increase the mav' 

mum insurable loan ($2,000 per room or $7,200 per unit where the number of rooms 

is less than 4 per family unit) to $2,400 per room or $7,500 per unit in elevator-type 

structures to compensate for the higher cost of elevator-type construction. 
Cooperative housing, section 213.—The cooperative housing mortgage insuran¢ 

program under section 213 was modified by changing the computation of the max!- 

mum insurable loan to the basis of appraised value rather than estimated cost and ( 

by adoption of a flat 65 percent veteran membership criteria to replace the mor 


complex sliding seale formerly in effect for determining eligibility for the special 
veterans benefits. The amended program now provides for insurance of mortgages 
up to 90 percent of the appraised value of the property or 95 percent in the case ! 
cocperatives having 65 percent or more veteran membership. Mortgages & 3 
limited to $2,250 per room or $8,100 per family unit if less than 4 rooms per wn ( 
and for projects with 65 percent or more veteran membership these limits af 
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82.375 per room or $8,550 per family unit. For elevator-tvpe structures to com- 
nensate for the higher costs of such construction these limits may be increased to 
$2,700 per room (or $2,850 in veterans’ cooperatives) and $8,400 per family unit 
or $8,900 in veterans’ cooperatives) where the number of rooms per unit is less 
than 4 

Cost certification —The Housing Act of 1954 imposed new cost certification 
requirements for rental projects under section 207, for management-type co- 
operatives under section 213, for multifamily projects in urban renewal areas 
under section 220 and for all mortgages insured under sections 221, 803, 903, and 
908. In each such case the mortgagor is required, prior to final endorsement of 
the mortgage for insurance, either to certify that the “approved percentages of 
actual cost’? equaled or exceeded the mortgage loan, or to certify the amount by 
which the mortgage loan exceeded such “approved percentage of actual cost.”’ 
The mortgagor is required to pay to the mortgagee for application in reduction of 
the principal amount of the mortgage the amount, if any, certified to be in excess 
of such “approved percentage of actual cost.’’ The controlling percentages of 
actual cost are those percentages used by FHA in determining the mortgage 
amount. 


AMENDMENTS TO THE REPAIR AND IMPROVEMENT LOAN INSURANCE PROGRAM 


The repair and improvement loan insurance program was amended to limit 
the Commissioner’s liability on any loan made or purchased by an insured financial 
institution after the effective date of the Housing Act of 1954 to 90 percent of 
the institution’s loss on the loan, leaving 10 percent of the loss on each loan to 
be borne by the institution. The insurance protection to each insured lending 
institution continues to be limited also to 10 percent of the aggregate net proceeds 
of loans made by the institution under the insurance program. 

In summary, the new legislation has broadened the scope of FH A’s responsi- 
bilitv in residential mortgage finance and housing, particularly in the field of 
urban renewal. The net result is a substantial increase in the volume of FHA 
applications as shown in the table appearing at the end of this section. 


ACTIVITY UNDER SECTIONS 220 AND 221 


Mr. Tuomas. How much activity do you anticipate under the new 
Housing Act of 1954, sections 220 and 221, dealing with urban re- 
newal? 

Mr. Mason. Section 220 has urban redevelopment; 221 is the re- 
settlement. 

Mr. Tuomas. 220, urban redevelopment; and 221 has to do with 
special families. 

Mr. Mason. Yes. 

Mr. Tuomas. How much activity do you anticipate under those 
two sections and what is your allocation of administrative costs? 

Mr. Bazan. The total volume under those two sections would be 
about 103,000 unit applications, in the fiscal year 1956; this year, of 
course, we are just getting started. It is anticipated that there 
would be something in the neighborhood of 30,000 units. During the 
course of processing them 





APPLICATIONS RECEIVED TO DATE 


Mr. Tuomas. What actual figures do you have as of January 1; or 
of any specific date? 
got Bazan. Mr. Thornton, do you have the figures under 220 and 
ézl: 

Mr. Tuornton. We have had no applications at all under 221. 
on aan That is the settlement of actual families that were 
isplaced? 

Mr. Toornton. Those were replacements, yes. 
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Under 220 we had 1,550 units of applications as of the Ist of 
a sey 6 
Mr. Tuomas. For the first 6 months of the fiscal year 1955, you 
had how many? 

Mr. Bazan. 1,550. 

Mr. Tuomas. Applications? 

Mr. TuHornton. Yes. Those were dwelling units; those were jp 
Six projects. 

APPLICABILITY OF SECTION 221 


Mr. Yates. May I interrupt for a question? You say you had no 
applications under 221? 

Mr. Tuornton. Yes. 

Mr. Yates. Is 221 applicable only to such housing as may be con. 
structed under the Housing Act of 1954, or is it applicable as well to 
housing that is approved for construction under prior acts? 

Mr. Tuornton. Not public housing. This is the redevelopment 
projects. 

Mr. Yates. Yes. 

Mr. Tuornton. That was initiated under the act of 1949. 

Mr. Yaress. Is it applicable to that alone? 

Mr. THornton. It may be used for the family 

Mr. Tuomas (interposing). But anyway, there have been no appli- 
cations to date under 221? 

Mr. THornton. No. 

Mr. Tuomas. And the 1,500 units applied for under 220 you say 
were in 6 locations? 

Mr. Tuornton. Yes, projects. 

Mr. Tuomas. Six projects? 

Mr. THorntTon. Six projects. 





ADMINISTRATIVE COST FOR SECTIONS 220 AND 221 


Mr. Txomas. What has been your administrative cost for sections 
220 and 221 this year? 

Mr. Bazan. The administrative expense for those is very small for 
this year. 

Mr. Tuomas. Whereabouts is it set out in the justifications? I did 
not find it. 

Mr. Bazan. I do not think that is specifically broken out in the 
justifications, but salaries and travel of the Urban Renewal Division 
will be approximately $42,000 in the estimate for 1956; about $5,600 
for this year. We are just getting started on it. Those units have 
to get in the program after they have been approved by the Admin- 
istrator, and the plans have to be established and the application made. 

Mr. Tuomas. In other words, it is a very long, slow drawn-out 
process? 

Mr. Bazan. Several steps have to be taken before we get them. 

Mr. Tuomas. That is something that you cannot step up when lt 
gets into your shop, because it all goes back to the local people, the 
local community, and they have to act. Are you able to tell us what 
is planned in your own budget for fiscal 1956; do you have the figures 

or 1956? 

Mr. Bazan. The administrative expense is $42,000—well, in round 

figures, $45,000. 
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We have, however, I should state, we have a total number of 
100.000 units and of those about 50,000 will be received in time to 
be examined during the year, and those we have anticipated will 
receive processing in 1956. I can break that figure out and submit 
it for the record 1f you care for it, Mr. Chairman. 


PRrRoGRAM HIGHLIGHTS 


Mr. Tuomas. Mr. Reporter, at this point will you insert in the 
record page 3 of the justifications? 
(The statement referred to follows:) 


Program highlights 


[Dollars in millions] 


$$ LL = 
—_— 


























| 
| a Appro- Revised sli 
| aseal year | tiation, | estimate, | Agr yaar 
1984 seal y ear | fiscal year 1956 
1955 1955 
Volume of operations: 
Unit applications received. _.............--.-----.- 489,829} 558,500} 706,000}  — 800, 000 
Unit applications examined... __...-..........--.-.- 421,154 | 469, 000 683, £00 | 845, 800 
Mortgage and yield insurance written: 
Number of dwelling units...............-.....- 271, 057 | 309, 700 394, 100 457, 700 
Mortgage amounts insured__-__--- wiectbandiet cane $2, 330.1 | $2,801.8 | $3, 619.5 | $4, 185.1 
Improvement loans insured: 
NE ia 5 < ch ct cputticetnpundencéonse 2, 130, 378 | 2,000,000 | 1, 600, 000 | 1, 500, 000 
WER SN ektitkies <cdeaceercacacecshassdeied $1, 272.4 | $1, 200.0 $960. 0 | $900. 0 
Estimated outstanding balance of insurance in | 
force, end of fiscal year: 
Improves WONG... \. (i. nsec badecve~onen $1, 428.7 | $1, 602.1 $1,411.9]  $1,202.3 
Mortgage insurance....................-------- 16, 493.2 | 17,952.9| 18,757.6|  21,435.2 
sissies tieseteariel le inci aaa 
DON cass cdtanideciepiesdprieinda saci senna | 17,921.9| 19,555.0 | 20, 169.5 22, 637. 5 
Acquired security or collateral on hand, end of year: | 
Defaulted improvement loan notes___......-.-- $56. 5 | $67. 4 $67. 4 | $73.1 
Acquired properties: | 
ee ees ee eee 18, 786 | 20, 346 20, 346 | 19, 574 
Te tale lalate teed Vural a etek eerapateene $132. 5 $146. 3 $146. 3 $142.9 
Income and expense: | 
Net fee and premium income collected ---_......._- $128. 2 | $133. 9 $136. 7 | $153. 7 
Expense: | 
Administrative expemses.--...................-..-.- $5. 3 | $5. 5 $5. 6 | $6. 6 
Nonadministrative expenses................------- 26.1 | 26. 2 | 31.6 | 38. 4 
poy ee ees ee eee | 31.4 | 31.7 37.2 45.0 
Excess of income over expense_...............---- 96.8 | 102. 2 | 99. 5 | 108. 7 
| | 





VOLUME OF APPLICATIONS ANTICIPATED FOR 1956 


Mr. Tuomas. How many applications do you think you will receive 
during the fiscal year 1956? 
ane Bazan. One hundred and three thousand, I believe, is the 

gure, 

Mr. Mason. That is under 220? 

Mr. Tuomas. I am trying to get the overall workload. 

Mr. Bazan. Yes. I beg your pardon, 800,000, with a carryover 
work from this year bringing the total to about 850,000. 
_ Mr. Tuomas. Eight hundred and forty-five thousand eight hundred 
is the figure you use. 

Mr. Bazan. That is correct. 

Mr. Tuomas. And that compares with 1955, of 558,000; then you 
have a revised figure of 706,000. 

Mr. Bazan. Yes, sir. 
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Mr. Tuomas. And for 1954, 489,829. You have jumped from 
489,829 in 1954 to 706,000 for 1955, and you estimate 800,000 fo; 
1956. 

Mr. Bazan. That, I might say, reflects approximately the curren; 
rate at which we are receiving them. In January applications werp 
at a seasonally adjusted annual rate of 773,000 dwelling units. And 
that, of course, had no urban renewal under 221 in it at all. 


NUMBER OF UNITS IN INSURED MORTGAGES 


Mr. Tuomas. The test is, how much insurance are you going to 
write and how many units? You have dwelling units for 1956 of 
457,200; against 394,100. Do you think that is a good guess for 1954” 

Mr. Bazan. Yes. 

Mr. Tuomas. And for 1955 you have a figure of 394,100. 

Mr. Bazan. Yes. 

Mr. Tuomas. Is that based on the first 60 days, 90 days, 4 months 
of 1955? 

Mr. Bazan. That is based upon the projected rate at which we haye 
been getting the business in this year. 


VOLUME OF TITLE I IMPROVEMENT LOANS 


Mr. Tuomas. What about your improvement loans for this year 
and last year? 

Mr. Bazan. They are down some, Mr. Thomas. 

Mr. Tuomas. Let us go through the figures: For fiscal year 1954 
you have 2,130,378. 

Mr. Bazan. Yes. 

Mr. Tuomas. That is the number of pieces of property; is it not? 

Mr. Bazan. Number of improvement notes reported to FHA and 
insured. 

Mr. Tuomas. For 1955, you have how many? 

Mr. Bazan. We have estimated 1,600,000. 

Mr. Tuomas. One million six hundred thousand? 

Mr. Bazan. Yes. 

Mr. Tuomas. And for 1956 you come down to 1,500,000. Whien 
was this budget made up; in August of last year? 

Mr. Bazan. Last fall, yes. 

Mr. Tuomas. The figure of 1.5 million is a little high? 

Mr. Bazan. It is high, yes. 

Mr. Tuomas. How much high? 

Mr. Bazan. I would say that we will wind up this year with about 
1,300,000. 

Mr. Yates. What do you base that on? 

Mr. Bazan. We have been following the trend of work and it has 
been down from the high level at which we entered the year, and we 
are running at a rate of, say, a million or so notes now. That meals 
that under the estimate for the current year of 1.6, it is probably 
300,000 higher than we will receive. 
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AMOUNT OF IMPROVEMENT LOANS INSURED 


\ir. Toomas. That will be about 1,200,000? 

Now, the dollars and cents figures: The $1,428 million in notes for 
1954; $1,411 million in fiseal 1955. Now, you figure $1,202 million 
for 1956 is what? $200 million high? or $300 million high? 

\r. Bazan. About $600 per note you would apply to arrive at 

Mr. THomas. 180,000 to—$200 million. Well, we will make it in 
round figures, $1 billion; is that right? 

Mr. Bazan. I think that would be about right. 


LOSSES ON TITLE I NOTES 


Mr. Tuoomas. How much loss is there on these improvement notes 
now? 
Mr. Bazan. The loss on these, I believe, is about 1 percent. 


ACTIONS TAKEN TO PREVENT IRREGULARITIES 


Mr. Tuomas. What have you done in the last 12 months to tighten 
up on some of that skullduggery that has been going on in the activity? 

Mr. Mason. A great many things. 

Mr. TuHomas. Well, tell us about it, Mr. Mason. Is there any 
skullduggery going on now? 

Mr. Mason. We hope not. First, we have our precautionary 
measures procedure. We have in our title [ program a method of 
putting people who abused the program to great disadvantage to use 
it. When we get complaints on a particular contractor, dealer, as 
we call him, for doing illegal things and causing a customer to give 
complaints, we inspect this operation, look it over, and see what he has 
done and if we are convinced that this man has done things that are 
not right, we put him on this list. This does not mean that he can’t 
have loans, but it puts him at a great disadvantage because there are a 
lot of things that the lending institution has to do that they don’t 
do otherwise. 

Mr. Tuomas. Tell us how this thing works. Start at the beginning, 
other than you have lost control of it, but go ahead and tell us. 


CO-INSURANCE PROVISIONS OF TITLE I PROGRAM 


Mr. Mason. I don’t think we have lost control of it. Another 
thing that is being done in this program is this: In accordance with 
the new law, the banks now become responsible for a part of the loan, 
and I believe that this has had a very salutary effect. 

Mr. Yates. What maximum would the bank be responsible for? 

Mr. Mason. Ten percent. 

Mr. Tuomas. How do you do it? By regulation? 

Mr. Mason. Well, it is statutory. Our regulations carry on from 
the statute. , 

Mr. THomas. How come it was not invoked before now? 

Mr. Mason. Well, it was passed in the new act. 

Mr. THomas. In 1954? 

Mr. Mason. In 1954. 
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CHANGES MADE IN 1954 HOUSING ACT 


Mr. Tuomas. What changes were made in the new Housing Aet 
with reference to loans? 

Mr. Mason. Instead of the old system of insurance, under the new 
system the loaning institution only has 90 percent of each loay 
insured, and this makes any loan on which there is a loss cost the 
lender money. 

Mr. Tuomas. In other words, the big change is instead of being as 
in the past a 100-percent loan, where all he had to do was take it into 
the bank and if it was FHA approved he got his money, now he takes 
10 percent of it, in other words, he only gets a 90-percent guaranty? 

Mr. Mason. Right. ; 

Mr. Tuomas. What effect does that have in effect on the amount of 
volume? 

Mr. Mason. I think it has an effect on the volume; yes, sir. 

Mr. Tuomas. In that the banks have turned down loans that here- 
tofore they would accept? 

Mr. Mason. Well, perhaps, but some banks have also gone into 
writing their own insurance. That is the greatest change. Several 
of the larger institutions have felt without the 100-percent insurance 
they might as well carry the risk. 

Mr. Tuomas. Do you think the 90-percent insurance is going to 
result in any losses? 

Mr. Mason. Certainly there will be losses. 

Mr. THompson. I don’t believe this will have any effect on col- 
lections after we pay the claim. 

Mr. Mason. The question is: with regard to having less losses 
under the program. We will probably have less, but will still have 
some. 

Mr. TuHompson. We'll have less losses, as far as the payment of 
claims are concerned. 

Mr. Tuomas. That is the main point, isn’t it? 

Mr. Mason. Correct. 


TREND IN FORECLOSURES 


Mr. Tuomas. What about your foreclosures? What is the rate of 
acceleration for the last 5 years? 

Mr. Bazan. I believe Mr. Thornton has some information on that. 

Mr. THornton. Well, our annual acquisitions of homes and prop- 
erties going back 5 years 





FORECLOSURES ON SINGLE-FAMILY PROPERTIES 


Mr. Tuomas. Give it for the last 5 years. Start in, we will say, 
with 1950. 

Mr. THornton. 1950, we acquired 1,860 homes and _ properties. 
1951, we acquired 1,143; 1952, 893; 1953, 1,133; 1954, 1,572. 

Mr. THomas. What does it look like for 1955. Around 2,200, I 
guess? 

Mr. Mason. These are single-family. 

Mr. Tuomas. What about that? 

Mr. THornton. The 1,572 in 1954 included particularly, I believe, 
4 or 5 projects, 2 of which were war-housing projects. 
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Mr. Tuomas. What does it look like now at the present rate? 
What is your experience for fiscal 1955? 

Mr. THorNTON. I am trying to suggest that a good part of the 
total that we acquired in 1954 was a one-time proposition, rather 
than something that necessarily recurs. I don’t have any particular 
indication that 1955 is going to be as high as we had in 1954. 

Mr. Tuomas. Your experience is contrary to that of the Veterans’ 
Administration and Home Loan Bank Board? 

Mr. THorntToN. Well, this 1954 experience is out of line with our 
figures. 

“Mr. Tuomas. It was 1,500 for 1954? Does that include multi- 
family units as well as individual homes? 

Mr. Toornton. Those are homes. 


FORECLOSURES ON MULTIFAMILY PROPERTIES 


Mr. Tuomas. All right. What about multifamily units as to the 
figure? 

Mr. TuornTon. Starting in 1950, again, the combination of mort- 
gage notes assigned to us, and properties assigned to us, we pay off 
in debentures on either basis. 

Mr. Tuomas. In other words, you got the property back? 

Mr. THornton. We have an insurance claim. In 1950 we had 
2.646 units; in 1951, we had 436; in 1952, 3,166; 1953, 5,389; and in 
1954, 5,525. 

Mr. THomas. So your rate of foreclosures, for all practical purposes, 
is going up, isn’t it? 

Especially foreclosures in the field of multifamily units. 

Mr. THoRNTON. 1953 and 1954 were almost equal. 

Mr. THomas. Have you any figure for this year, based on your 
first 4 or 5 or 6 months of this year? 

Mr. Tuompson. Well, our default picture on multifamily projects 
is presently quite variable. There is no particulqr volume of multi- 
family projects in default, that is, of what you might call acquisitions, 
on the horizon. 


TREND IN VACANCIES IN MULTIFAMILY UNITS 


Mr. Mason. We did make a study this fall to find out whether 
vacancies were increasing in multifamily, to find out if we were going 
to get the properties back. We found there was little change since 
last spring. The rate of vacancies generally, in our projects, is low. 
It is increasing, however. It is higher, but it is only slightly higher. 

Mr. Tuomas. What is the dangerous percentage point, anything 
over 5 percent or 6 percent? 

Mr. Mason. We are on 7 percent. 

Mr. Toornton. We compute the ability of the projects to pay its 
debt service on the assumption of there being 7 percent vacancy. 
That is, we are processing on these applications. 

Mr. Tuomas. Anything above 7 percent, then, becomes dangerous? 

Mr. Toornton. They are earning less than the originally assumed 
rate of return on the projects. Ordinarily, they have to get some- 
where in the range of 12 to 15 percent vacancies at the original rental 
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rates before they would have a default on their reserves for replace. 
ments. 

Mr. Tuomas. Twelve to fifteen percent vacancies? 

Mr. THornton. Before default. 


FHA ACQUIRED PROPERTIES ON HAND 


Mr. Tuomas. What is the total number of units you have on han 
now? First, individual family units, and then multifamily units. 

Mr. THompson. You want first the multifamily units on hand? 

Mr. THomas. You set out here for 755, 20,346 against 19,574 fo 
56, but you don’t break it down between single family and multi- 
family. Does this figure, 20,346 for ’55, appear to be approximately 
correct? 

Mr. Tuompson. I think so. December 31 we had a total number 
of units on hand of 22,400. 

Mr. Yates. Is this single-family? 

Mr. Mason. No; total. 

Mr. THompson. Small homes and projects combined. The project 
mortgages is just about 20,000 units. 

Mr. Tuomas. I beg your pardon? 

Mr. Tuompson. Project mortgages. 


LOSSES ON DISPOSAL OF ACQUIRED PROPERTIES 


Mr. Txomas. That is the big one. How much licking are you 
taking on the 2-family units and how much on your 20,000 multi- 
family units? 

Mr. Tuompson. Well, of course I don’t know what the final outcome 
will be, but we have set up a reserve against those large-scale projects, 
of 40 percent. Now, to date our actual loss on the properties that 
have been sold is a little over 11 percent, as against 40 percent that 
we have provided. 

Mr. Tuomas. How long have you had these properties, these 29,(00) 
units? 

Mr. THornton. The project mortgages, we have back as far a: 
1950. We have 14 that were acquired in 1950. 

Mr. Tuomas. What are you doing—operating them? 

Mr. THompson. These projects are being operated. 

Mr. Tuomas. But part of those 20,000 units have been operated 
since 1950? 

Mr. Tuompson. Well, let me say this: that part of these mortgages 
are assigned, and part have been acquired by the Commissioner. 

Mr. Tuomas. There is not much distinction, for all practical pu- 
poses. When it is assigned it is usually yours, isn’t it? 

Mr. Tuompson. Except that on the assigned mortgage where the 
mortgage note is assigned, the Commissioner takes the place of the 
insured institution. He is now the holder of the mortgage. The 
same mortgagor could be in possession of the property operating th 
property and making payments to the Commissioner on that property 
Now, if he has actually acquired the property by foreclosure, thet 
he owns the property, and, through rental agents, operates the prop- 
erty. 
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Mr. Tuomas. Well, looking down at your 20,000, where he has 
foreclosed and where he is just operating and where he has it assigned 
to him, what period of time has he had it? 

Mr. THompson. He has had 14 of them since 1950. 

Mr. Tuomas. How many units? 

Mr. Toompson. Five hundred and eighty-nine units. 

Mr. Tuomas. Five hundred and eighty-nine units? Go ahead. 

Mr. THompson. 1951, 46 for 2,844 units; 1952, 33, for 2,749 units: 
1953, 55, for 4,462 units; 1954, 68, 4,603 units; 1955, 53, 3,746 units. 

Mr. Tuomas. What is the total—20,000 units? 

Mr. THompson. Twenty thousand, yes, sir. 

Mr. Tuomas. What is the cost on those 20,000? 

Mr. THompson. What was the cost of the Commissioner acquiring 
them? 

Mr. TuHomas. Yes. 

Mr. Toompson. The cost of these projects was just roughly $137 
million. 
AGE OF ACQUIRED PROPERTIES 


Mr. THomas. $137 million. How old are these properties? 

Mr. THornton. How old are the properties? 

Mr. Tuomas. Yes. 

Mr. THornton. Well, of course, I don’t have here immediately 
available the date these properties were built. 

Mr. THomas. All after World War II? 

Mr. THornton. Nor do I have the date they were insured. Oh, 
yes—I would say most of them have been built since 1945 or 1946. 

Mr. THomas. Probably these houses are now 10 years of age, 
aren’t they? 

Mr. Toorntron. Most of them are newer than that. They prob- 
ably were completed in 1951-52. 

Mr. Tuomas. You mean you took them back about the time they 
were completed? 

Mr. THornton. Within the first 2 years. I think we took them 
back as early as ’48. 

Mr. Tuomas. How much licking are you taking on these properties 
on a current basis? 

Mr. THompson. To date, the loss on the properties has been just 
a little over $2 million—that is the loss to date. 


POLICY AS TO DISPOSAL OF ACQUIRED PROPERTIES 


Mr. Tuomas. Well, what are you thinking now? What are you 
trying to do? Are you trying to get rid of these properties? 

Mr. Mason. Yes, sir. 

Mr. THomas. What are you offering them for? 

Mr. Mason. We are having the properties appraised to find out 
what they are worth in the community. 

Mr. Toomas. Well, you had some for 5 years, so you ought to have 
a pretty good idea. 

Mr. Mason. We do have a good idea. 

Mr. Tuomas. What is the idea? 

Mr. Mason. These have been held for a long period. I have been 
exploring this. I have been concerned about this because I can’t 
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see holding on to the properties for this length of time, and we haye 
an active campaign going on now to get rid of them. 

Mr. Tuomas. It costs you $133 million. Can you get out with 
$100 million and take a $33 million loss? 

Mr. Mason. I would think we would do better than that. I an 
pretty sure we can do better. 

Mr. Tuomas. The longer you hold them the worse position you are 
going to be in; isn’t that so? 

Mr. Mason. I am sure that is true. That is why I say I can see 
no sense in holding on to the project at a time when the market will 
take them, instead of waiting until the market doesn’t need them and 
then sell. 

Mr. Yates. Have you offered to sell them? 

Mr. Mason. Yes, some of them. Some have not. They were 
pointed out. 

Mr. Tuomas. That is the way human nature works. Some of 
them are too old. The Public Housing Administration has about 
900,000 of them and we have been hammering at them for 10 years 
to get rid of them and finally they got down to where they only have 
150,000 of them left. 

Mr. Mason. They are pointing these out to me as special cases, 
On one they need a street put through, and are working to get a 
street put through. 

Mr. THomas. Who is “‘they’’? 

Mr. Mason. FHA is doing this. Property Management Division, 
and on a local case in Staten Island they are working to get a street 
put through. 

In Seattle, Wash., they are waiting for gaslines to come in. 

Mr. Tuomas. I see. Who is telling you that? Your field offices? 

Mr. Mason. Yes, sir. I mean, I am told this by my Property 
Management Division, who get it from their own opinion and from 
the people they have in the field who operate these. 

Mr. Tuomas. Well, I think you had better get them into high gear, 
because the longer you hold them the more the loss. 

Mr. Mason. We have had two conferences with industry lately. 
We brought in appraisers to see what their recommendation was, as 
to how we could get rid of these projects. 

We have a very satisfactory method on individual housing, where 
we employ a local broker and he finds the market and sells the house 
for us. But it is a different thing when we get into these big projects. 


AVERAGE LOSS ON SINGLE-FAMILY UNITS 


Mr. Tuomas. What is your average loss on the family units? 
5 percent, 3, 10, 15, or what? 

Mr. THompson. On the homes and properties? 

Mr. Tuomas. Single family. 

Mr. THompson. Just one second, please. 

Mr. Mason. While he is looking that up, these advisers told me 
you shouldn’t hold a property more than 2 years in a normal market 
such as this, and preferably a shorter sanied 

Mr. Tuomas. Why 2 years? A 

Mr. Mason. Well, it takes time to get this property in condition 
and so forth. You see, many of these projects have been milke 
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when we get them, and we have to put them back in shape and find 
out what they will rent for and get them to a place where an investor 
will put money into them. 

Mr. Tuomas. Have you got an approximate figure there? 

Mr. Toompson. About $560 on 203’s. 

\r. Toomas. How much is that percentagewise? 

Mr. Toompson. Percentagewise, on each property? 

Mr. Tuomas. Five or six percent? 

Mr. Tuompson. A little over 10 percent. 

Mr. Toomas. What is the average cost on houses—10, 11 or 12? 

Mr. Toornton. Eight or nine percent. 

Mr. Tuomas. It runs what—about 9 percent? 

Mr. Toornton. About 10 or 11 percent cumulative on 203’s. This 
includes prewar experience. Most of our acquisitions of 203’s are 
prewar World War II transactions. 


STATUS OF INSURANCE RESERVES 


Mr. Tuomas. I notice you are going to collect $153,700,000 on fees 
for 1956 against $136,700,000 for 1955 and $128,200,000 for 1954. 
What is the status of your fund now created by your fees? How much 
do you have in the bank, c. i. f—‘‘eash in fist’’? 

Mr. Tuompson. We have $390 million surplus as of December 31, 
1954. 

Mr. Toomas. How much set up against the $390 million as of the 
3lst of December 1954? 

Mr. THompson. December 31, 1954? 

Mr. THomas. How much set up against it? 

Mr. Tuompson. $390 million surplus. 

Mr. Bazan. That is after all reserves have been set up. 

a Tuomas. How much had you set up on losses on these $133 
million? 

Mr. Tompson. Against the $133 million that you were talking 
about, we have a reserve set up of $54,400,000. 

Mr. Tuomas. Do you think that will take care of it? 

Mr. THompson. According to the Commissioner’s statement, it is 
going to more than take care of it. If we can sell $133 million for $100 
million, if we can realize $100 million out of it. Then we will not begin 
to use this reserve. 

Mr. Tuomas. But anyway, when this is already established, you 
have net in the fund $390 million? 

Mr. THompson. Yes, sir—after establishing valuation reserves on 
these properties. 


LIABILITY FOR INSURANCE OUTSTANDING 


Mr. Tuomas. What is your total outside liability, I will say, as of 
December 31, 1954? 

Mr. THompson. Mortgage insurance outstanding? 

Mr. Tuomas. Yes. 

Mr. THompson. $16,800 million. 

Mr. Tuomas. $16.8 billion? 
_ Mr. Tompson. Yes, sir; and $1.4 billion of modernization and 
improvement insurance. 
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Mr. Tuomas. $1.4 billion? 

Mr. THompson. Correct. 

Mr. Tuomas. That is $18.2 billion? 

Mr. THompson. Yes, sir. 

Mr. Tuomas. And against that you have $390 million cash? 

Mr. THompson. Yes, sir; that amount of surplus. 

Mr. Tuomas. That sounds pretty small; doesn’t it? 

Mr. Bazan. You have to add the property you get back before yoy 
completely visualize what we are doing. Maybe it will be 80 or 4 
percent of what we pay for it. 

Mr. Tuomas. You mean you hope they will be worth that. 

Mr. Bazan. We will have the property to liquidate, in addition 
the cash reserve. 

Mr. Tuomas. Which would last you 15 minutes on a busy day ji 
you ever got in trouble. 

Well, let’s look at this 

Mr. Mason. I beg your pardon. I was going to say you are awar 
we don’t pay in cash. We pay in debentures, so we do have that daj 
of settlement 20 years away. 

Mr. Bazan. The idea is to permit liquidation in as favorable 1 
market as possible. 

Mr. Tuomas. You give them back and then run to Congress and 
say ‘“‘We have to have the cash,’”’ but we don’t see where you are going 
to get it, though. 





ADMINISTRATIVE AND NONADMINISTRATIVE EXPENSES 


Let’s see here. You have your administrative expenses set out for 
roughly $6.6 million and your nonadministrative expenses as $384 
million, or a total of $45 million for 1956 against $37.2 million for 1955 

Mr. Reporter, at this point will you insert the table on page 14 in 
the record. 

(The document referred to follows:) 
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OTHER OBJECTS OF EXPENSE 


Mr. Tuomas. This table shows your “Other objects” cost for 19 
as $6,751,555. Your revised other objects cost for 1955 is $5,637,4( 
and you have salary cost in the field and in the District, and that 
nonadministrative and administrative, $38,200,000. You have oth 
objects cost of $6.7 million. That figures out roughly to 15% perce 
which is at least 5% percent too sal 

Mr. Bazan. That relationship has been pretty constant through t 
years. If you will notice, the big items are travel expenses, which 
mainly in the field. 

PAYMENTS FOR RENT 


Mr. Tuomas. For instance, utilities. The Commissioner just s: 
that that space in there is $2.53 and is cheap. You will have to p 
at $3 or $3.50 or more. That is an old family house now convert 
into a building and you have been paying $2.53 a square foot and y 
call it cheap. 

Mr. Bazan. Well, it is a relatively low rental that we have had: 

ears, 
7 Mr. Tuomas. What is your total expense for the years? 

Mr. Bazan. It is about $300,000 a year, I believe. 

Mr. THomas. That more than pays for the place every ye 
doesn’t it? 

Mr. Bazan. Well, I have heard that that building was built arou 
World War I by Mr. Wardman for $200,000 and he and his success 
in interest rented it to the Government during all of those yea 
Nevertheless, competitively, though it doesn’t look modern, it | 
been a comfortable building, and a relatively efficient office space. 

Mr. Tuomas. That is pretty steep rent you pay for that proper 
$2.53 a foot. 

Mr. Bazan. You can’t equal it going out into the market shoppi! 
This building sold for about a million and a half dollars, I understar 
to the people who bought it. 

‘ Mr. Tuomas. Who owns the building? One of the trust compan 
ere? 

Mr. Bazan. The Employers’ Insurance Co. We are going to ha 
to be out of there by July. 

Mr. Frantz. Employee Benefit Association, isn’t it? 

Mr. Bazan. No, sir; I understand it is not a benefit association, 
such. It is an insurance corporation and a stock company, I belie 


ComMPARISON oF FHA anp VA MortcGaGce Processine Costs 


Mr. Tuomas. You know, I was a little puzzled when I worked ¢ 
this information here, your cost, as compared with the VA, and I: 
just wondering if you have any explanation? You take the VA adm 
istrative and nonadministrative—we will put it in your language, 





use it a little bit different—that is, in the District of Columbia and 
the field, for 1956, and it is $15,593,000 and that is a decrease 
$1 million under 1955. They will service out, completely proce 
475,000 loans against 432,000 for 1955. I think it is the other W 


around. You come up here with an administrative cost of alm 
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3 times theirs and yet in fiscal 1955 they exceeded you by 75,000 or 
30,000 completed loans. How do you account for that? 

Mr. Mason. Without the full story, it looks bad for us. 

Mr. Tuomas. We want the full story. Give it to us. 


USE OF FEE APPRAISERS AND INSPECTORS 


Mr. Bazan. The main difference, I believe, is the fact that they do 
not, with their staff fully process a typical case that they guarantee. 
When we get a case we put our own appraiser on it, put our own com- 
pliance inspector on the construction of the property. We put our 
own staff on in the processing of the case from its inception right to 
the insurance. When they receive a case they have a fee system 
whereby the borrower or someone in his behalf, the builder, or who- 
ever is interested in the case, pays directly a $20 or $25 fee for the 
appraisal, and that is paid directly to the appraiser. We collect the 
fee ourselves and we pay the staff to do the work. 

Mr. Tuomas. How much of a fee do you collect? 

Mr, Bazan. We collect a $20 fee on an existing construction case, 
and a $45 fee on a proposed construction case. 

Mr. Toomas. You get more fees than VA. 

Mr. Bazan. We do collect fees and premiums, and we earn every 
bit of that in the work that we do. 

Mr. Tuomas. All right. Go ahead. You haven’t come up with 
anything yet. You had better come up with something better than 
you have so far. 

Mr. Bazan. The difference in their budget is the work is done not 
as an expense to the Government, albeit through the fee, as we do it, 
but as an expense of the buyer, which is paid directly to the appraiser. 

Mr. Tuomas. Let’s put it in round figures. That is $9 million for 
last year, and yet you were $30 million higher than they were for 
doing less work. Now, we account for that fee to get $9 million? 

Mr. Toomas. That is $21 million for less work than they do. 


VARIETY OF FHA PROGRAMS 


Mr. Mason. Remember the VA has 1 program of 1 kind of housing, 
whereas FHA has all of these varied programs, not just 1 kind of 
housing, but multifamily housing. We have cooperative housing, and 
slum clearance, urban renewal. 

Mr. Tuomas. Well, you just got your urban renewal this year. 

Mr. Mason. Yes, sir, I know—but it is entering into our cost of 
what we are going to do next year. 

Mr. Tuomas. Just stay with last year, when it didn’t enter into it. 

Mr. Mason. Well, we have this 207 multifamily program. 

Mr, Tuomas. Well, your big workload is single-family units. You 
haven’t any authority to build multifamily units in the last two or 
three years, have you? 

Mr. Mason. Oh, yes, sir. 

Mr. Taomas. How much? 

Mr. Bazan. 207’s and 213’s. 

Mr. Tomas. I am talking about the big ones. 

Mr. Mason. Those are big ones. 

Mr. Bazan. The 207’s is the original rental-housing mortgage insur- 
ance program. 
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Mr. THomas. How many did you build the last couple of years? 

Mr. Bazan. Well, we received applications. 

Mr. Tuomas. Total units, as compared to single-family units? 

Mr. Bazan. Yes, sir. Last year, total project mortgage units— 
that is, of all multifamily programs—we had 75,579 unit applications 

Mr. Tuomas. They have far more unit applications than you dy 
eget theirs is in single shot and you do two or three hundred at , 
clip. 


FHA PROCESSING OF CASES FINANCED UNDER VA GUARANTEE 


Mr. Bazan. I don’t know how they are expressing figures, in terms 
of what they insure, or in terms of cases which they process. FHA 
examines a great many cases that go to VA ultimately for insurance. 
We examine them, we commit on them, we inspect them, and when the 
ultimate financing of the unit and sale is made to the veteran, then 
VA guarantees the mortgage. 

Now, in those cases VA has had a minimum of expense involved in 
the transaction. And it may be in the VA figures as a case insured. 
You would have to nail down just what those figures are, and prepare 
a careful analysis of it. 

Mr. Tuomas. In your total workload, how does your single family 
unit compare with your multifamily unit? 

Mr. Bazan. In volume? 

Mr. Tuomas. Yes. 

Mr. Bazan. Last year we had 414,000 single-family and 75,000 
home mortgage units. This year we are going to have over 700,(i00 
single family units and maybe 30,000 project units. 

Mr. Tuomas. Well, still 85 percent of your business is in family 
units, and of course all of VA’s business is in family units, and that is 
where your costs balance up, on the family units. 

Mr. Bazan. I have done this: I have taken the salary we pay an 
appraiser, and have taken how much we expect him to turn out ina 
day’s work, and have compared that with what gets turned out at 
$20 apiece under the VA fee appraisal system. The cost of the VA 
appraisal seems to be greater . 

Mr. Tuomas. Let’s forget these ‘ifs’? and “buts.” How do you 
explain the fact they turn out more units than you do and at one- 
third the cost? 

Mr. Bazan. They do not do the work that we do in turning out 
those units. They get the cost of those appraisals and inspections 
financed outside of their appropriation structure. 

Mr. Tuomas. Well, it is $9 million and you are still $21 million 
higher last year than they were, and they did more work than you did. 
How do you get around that? 

Mr. Mason. What I was trying to point out on these multi-family 
units, for instance, is that we need to watch these people not only in 
the insuring of the loan but in the years as they go along to be sure 
these things are handled properly. 

Mr. Tuomas. Well, they go 20 and 25 years just like you do. 

Mr. Mason. VA do not have multifamily structures, do they? ~ 

Mr. Tuomas. What is wrong? Their ratio of loss, if anything, 
less than yours. They are very indefinite about their ratio of loss 
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just like you are, It is hard to figure it out, but certainly it is no more 
than yours. They do more work than you do and the cost is less. 

Now, should they adopt your system or should you adopt theirs? 

Mr. Mason. We do feel that there is a marked difference between 
the two programs, Mr. Thomas. 

Mr. Tuomas. Go ahead. 

Mr. Mason. That if it were possible for us in some way to reduce 
our expenses we would be very happy to do so, but we do feel a 
responsibility, particularly after what we have been through, to be 
sure that we do process these changes properly and handle the mort- 
cages properly after they are processed. We also give a great deal 
more service to the building industry. 

Mr. Tuomas. But you do not do anything that the VA does not do. 

Mr. Mason. We also give more service to the building industry. 
We are situated in more offices around the country to do it. 

Mr. Tuomas. We are not interested in subsidizing. The building 
industry is doing pretty well under FHA without any more assistance. 

Mr. Mason. Well, the building industry is doing well, but the 
building industry is paying for expenses. 

Mr. THomas. Well, the same building industry working for you is 
working for the VA, so I cannot see any difference except that you 
are about two-thirds higher than they are. 


EXPENSE OF MAINTAINING INSURANCE IN FORCE 


Mr. THornton. There are a couple of considerations that have not 
been mentioned yet. One of them is that we have the record-keeping 
and the annual premium-billing job to do. 

Mr. Tuomas. I beg your pardon; I don’t quite follow you. 

Mr. THorntron. The VA loan program does not have insurance 
premiums. FHA system does have insurance premiums and reserves, 
so we have to maintain considerably more records than they do, and 
we have an annual servicing charge on the business basis on the books, 
which they don’t have. 

Mr. THomas. How many people are doing that business? 

Mr. Tuompson. It would be a little hard to figure out just exactly 
how many are doing that one parti-ular thing. 

Mr. Mason. The borrower under FHA pays the expense of the loan. 

Mr. Yarers. Isn’t that true of the VA, too? 

Mr. Mason. No, sir. 

Mr. Yates. Who pays the expense of the loan in the VA? 

Mr. Bazan. It is a subsidized program for the veteran. 

Mr. Yares. The Government? 

Mr. Tuomas. What do you mean by ‘‘the expense of the loan’’? 

Mr. Bazan. The expense of bearing the risk is what I meant. 

Mr. Yarrs. The expense of bearing the risk. 

Mr. Bazan. As well as the VA expense of processing the cases. 

Mr. Yares. Is borne by the Government. And who bears the 
expense in FHA’s units? 

Mr. Mason. It is this thing that we were talking about a bit ago, 
where we have set up these reserves, built up out of the fund that these 
borrowers pay us; one-half of 1 percent on the mortgage each vear. 
Chat creates a reserve, out of which these losses will be paid, if there is 


| anything like a normal situation. 
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Mr. Tuomas. We understand you get the breakage of one-half of 
1 percent. 

Mr. Mason. And the collecting of one-half of 1 percent, as My. 
Thornton says, does cost us money. 

Mr. Tuomas. How much? ‘That is one thing we do not have nov. 
How much does it cost? 

Mr. Tuompson. To service these loans I do not have a breakdow) 
of the cost. 

Mr. THomas. What do you mean “to service the loans’’? 

Mr. Txompson. To bill and collect the insurance premiums, 
These mortgages are all negotiable, so they are bought and sold and 
transferred all over the country, and we have to keep our records 
constantly up to date. 

Mr. THomas. Now, you don’t mean to tell us now you are going to 
charge the cost of this bookkeeping, posting of these monthly pay- 
os, That is the man that holds the paper that does that, doesn't 

e? 

Mr. Mason. No. 

Mr. THompson. Of course, we have to change our records, have to 
correct our records. 

Mr. Tuomas. That is what that one-half percent interest covers, 
among other things, is the charge for services, isn’t it? 

Mr. Tuompson. Of course, out of the one-half of 1 percent premium 
that we collect we pay for this servicing and for billing and collecting 
premiums. ‘That is all paid out of the one-half of 1 percent premium, 

Mr. Tuomas. Now, here is a bank or insurance company that has 
$500 million of FHA guaranteed loans and that insurance company 
services those individual mortgages, does it not? 

Mr. Tuompson. They do that type of servicing. I am not talking 
about that kind of servicing. 

Mr. Tuomas. That is the big cost, though. 

Mr. Tuompson. I am talking about our recordkeeping. 

Mr. Tuomas. What I am getting at is: Your recordkeeping that you 
have to make some records of—you have to make them, of course, 
to find out whether this man is making payments, and so on? 

Mr. Mason. He has to handle not only the billing of his premiums 
and collecting the money, all of which costs money, but as well has to 
keep a record of each individual mortgage. 

Mr. Tuomas. How many people are working on that? 

Mr. Yates. Don’t they do the same thing? Don’t they have to 
keep a record of the mortgage? 

Mr. Mason. But we have to keep that record because we have a0 
insurance contract with them. 

Mr. TuornTton. We have an insurance contract with them. We 
have to know the status of that insurance contract. 

Mr. Tuomas. The only difference between you and VA is that you 
have one step to do that they do not have to do. Now, what! 
am trying to figure out is: How much does that step cost you? They 
have to service their records, too, and have to find out whether these 
chaps are keeping up with the payments and so forth. 
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FHA COSTS FOR TITLE I PROGRAM 


Mr. Mason. Another part of the costs in administering the agency 
is the remodeling and repair program under title I of the Housing Act. 

Mr. THomas. You don’t do $1 billion worth of this work this year. 
What is that going to cost? 

Mr. Bazan. The principal cost there is collecting the defaulted 
notes. I can summarize it for you. Liquidation of defaulted notes 
would cost $1,173,000 in 1956 and this, of course, is plus the matter 
of other objects and expenses. 

Mr. Tuomas. Well, make it a round figure of $2 million. Now, 
you are still $19 million higher than VA. 

Mr. Bazan. Well, sir, I lost the figures. I thought we started 
out with the $15 million for the VA expense and the $9 million we 


f add on makes it come to $24 million and we were $31 million, if I 


recall it, in fiscal 1955. I believe that is it. I couldn’t quite keep 
track of it. 

Mr. Tuomas. In 1955 it was about $36 million, if I remember cor- 
rectly. Let me see—$37 million—and theirs is $15.5 million. 


COMPARATIVE VOLUME OF BUSINESS 


Mr. Bazan. How many pieces of business? Here we are going to 
have 707,000 unit applications and they are going to have what, 
this year? 

Mr Tuomas. Well, we figured that they turned out 475,000, and 
you closed 394,000. You did about 75,000 to 80,000 less comple- 
tions than they did. 

Mr. Bazan. We had to examine 700,000 unit applications. 

Mr. Tuomas. Well, I am talking about what it closed at. That is 
the ultimate test. 

: _ Bazan. Examining and inspecting the case is the main work- 
oad. 

Mr. Yates. Do they approve every loan that is made, every appli- 
cation that is made? 

Mr. Bazan. We do the examination and we do the compliance 
inspection on a great many new construction cases which go to the 
VA for permanent financing. If they want borrowers’ credit they 
find that the veteran is entitled to the service, but they do not have 
an appraisal expense, specifically, because that is borne privately out- 
side of the appropriation system, and they accept our compliance 
inspection, so that we have borne the compliance inspection expense. 
It is a very involved relationship. 

Mr. Yates. Why isn’t their system better, then? 

Mr. Toornton. It is, if you can get somebody else to do the work. 

Mr. Yates. Have somebody else pay for it. You recover the pay- 
ment subsequently, and it goes into another fund; but why isn’t their 
form of procedure better than yours, because the borrower pays for it 
in either case; either pays directly to the VA or to outside organization. 

You are shaking your head, am I not correct? As I understand 


your testimony, you said you do collect an appraisal fee? 
Mr. Bazan. We do. 
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STAFF APPRAISAL SYSTEM 


Mr. Yates. And you are saying those appraisal fees are no} 
reflected in those costs. Why shouldn’t you use their system then, 
and then have a direct comparison? Is their system better thay 
yours or worse, if that is the only point of difference? 

Mr. Bazan. The main problem that has been in our minds in fayor 
of a staff appraisal system is the control over the appraiser and the 
quality of his work in the system which he uses. 

Mr. Yates. And you do not believe that the VA appraisal system 
is as good as yours? 

Mr. Bazan. For our own program, that has been our feeling, 
think, that our system should produce the most accurate results over 
the long term, with a high degree of uniformity. 

Mr. Mason. It is less subject to outside pressures. 

Mr. Bazan. These appraisers are often also in the real-estate 
business, of course. I am speaking of a fee appraiser, as distinguished 
from our staffman, who is solely engaged in our work. 

Mr. Yates. Don’t you have any fee appraisers? 

Mr. Bazan. We have a few per diem appraisers, whom we employ, 
seasonally, and in those cases they are subject either to the same 
degree or some degree of conflicts of interests with their regular 
interests, but with us the bulk of the work is done by staff appraisers 
on a full-time job, just doing our appraisal work. 

Mr. Yares. This is the $9 million difference that has been testified 
to? 

Mr. Bazan. This is the $9 million comparison that we were making 
there and which is very rough. I am not entirely sure of it. 


ADMINISTRATIVE AND NONADMINISTRATIVE EMPLOYMENT 


Mr. Tuomas. Well, gentlemen, your dollar cost is in proportion 
to your number of jobs, too. It looks like that for fiscal 1954, the VA 
is doing this same similar type of work and had about 3,500 and you 
folks have in excess of 10,000. 

Mr. Bazan. Employees? 

Mr. Tuomas. Yes, sir. 

Mr. Bazan. In 1955 we expect to have an average full-time employ- 
ment of 5,568. 

Mr. Tuomas. What is your total nonadministrative for 1955? 

Mr. Bazan. Four thousand six hundred and seventy-eight full-time 
average employment. 

Mr. Tuomas. How many? 

Mr. Bazan. Four thousand six hundred and seventy-eight for 1955. 

Mr. Tuomas. Now the revised figure is 5,568 and your total average 
is 6,197; is that correct? That is nonadministrative? 

Mr. Bazan. No, sir. 

Mr. THomas. I mean administrative. 

Mr. Yares. That is both. 

Mr. Bazan. It is both. Nonadministrative, average full-time en- 
ployment—now, we are looking at the table over here—I am wonder 
ing if it is the same one? 

Mr. Tuomas. The figure is 6,197. 

Mr. Tuompson. That is a combination of administrative and not 
administrative. 
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Mr. Tuomas. All right, you have a total of 6,197 for 1955 against 
3 450 for the VA. 

Mr. Bazan. And we are going to examine 700,000 or more units, 
applications, and I don’t believe their workload is going to be that 
high. 

Mr. Tuomas. Let’s see. No, the VA didn’t receive but 500,000 
and you have here 706,000. 

Mr. Bazan. Yes, sir. 

Mr. Toomas. But on commitments, they do 475,000 against 
394,000 for you. 

Mr. THompson. Not commitments, I believe that is insurance. 

Mr. Tuomas. I am using “commitments” in the broad sense. 
That means “that gets the job done.” 

Mr. Bazan. That is the insurance figure. That includes the cases 
which we have examined and inspected that are ultimately financed 
ona VA mortgage. 

Mr. Toomas. Well, anyway you look at it and you are high. 

Now, what is the trouble? 


EXPIRATION OF COMMITMENTS 


Mr. Toornton. Now, I suggest that there is one additional thing 
not taken into account there yet. On the expiration of our cases 
we do the processing, including inspections and evaluation, and then 
the cases are often closed as VA loans. On that kind of transaction 
the VA has very little work to do. We have done work costing 
approximately the fees of $45 a case that are collected. Expirations 
of FHA commitments amount to about 40 percent of the total. 

Mr. THomas. On that, does the veteran go to the VA first and 
they give him all the preliminary spadework and then send him over 
to you to take part in it? 

Mr. THornton. No. 

Mr. Tuomas. That never happens? 

Mr. Bazan. No, sir. 

Mr. THomas. What is your cost for doing that work? The work 
that the VA does not have? What is your approximate guess? It 
could not be any more than the cost of preliminary examination. 
Mr. Bazan. Excuse me. It is more than a preliminary examina- 
tion. It is a complete examination and a commitment to insure, and 
the compliance inspections throughout until the thing is completed. 

Mr. Tuomas. Well, Mr. Commissioner, we suggest to you that you 
take a look at your nonadministrative and vour administrative costs. 
They are out of line with what VA has. By any yardstick you want 
to put it to it is at least 15 or 20 percent higher, so you had better 
take a look at it. 

Now, you have a sizable increase here in your administrative costs 
and your nonadmrnistrative costs and we went along with you on 
the theory that you are behind with your applications. 

Mr. Mason. Yes. 

Mr. Tuomas. And the Veterans’ Administration claimed they were 
be hind, too, but they didn’t want an increase this vear. They didn’t 
wsk forone. Asa matter of fact, they took something like a $1 million 
decrease in round figures from $15 million down to $14 million. 
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You certainly have a couple of more thousand employees than they 
have, which is one thing, but taking your average salary—what js 
your average salary grade? 

Mr. Mason. I have no comparison with the VA, which I probably 
should have, but I believe our average salary grade is low, lower thay 
it should be. I believe it somewhere around about $5,000. 

Mr. Tuomas. We are looking it up. $4,903 in 1956; $4,901 i 
1955. 

Mr. Mason. May I go off the record? 

Mr. Tuomas. Yes. 

(Discussion off the record.) 

(The following was submitted later for the record.) 


SUPPLEMENTARY STATEMENT CONCERNING COMPARABILITY OF WORKLOAD 4y) 
Bupcet Estimates FoR THE FHA anp VA Home LOAN GUARANTY Procrans 


SUMMARY 


The foregoing testimony leaves three questions not fully explained. Briefly 
stated and answered, these questions are: ; 

Question 1: Does the large difference between the administrative budget sub. 
mitted for the VA loan guaranty program and the FHA budget mean that the 
VA program is cheaper and more efficient, or that the FHA budget is substantially 
overstated? 1 

Answer: No. In the first place, administrative costs of the VA program should 
not be compared with the total FHA budget, but only with that portion which 
relates to the comparable activities of the two agencies: i. e., the insurance or 
guaranty of mortgages on individual small homes. Accordingly, the approxi- 
mately $15 million level for the VA program in fiscal 1955 should be considered 
in relation to about $25,275,000 of the FHA budget for the same year, rather than 
to the total of $37,185,000. 

Detailed analysis of the two budgets does not support a conclusion that either 
program is more economical or more efficiently administered. They are not 
directly comparable on a realistic basis because of basic differences in the two 
— and important differences in the methods of operation and of financing. 

he statutory responsibilities of the two agencies are fundamentally different, 
and each has certain functions peculiar to itself and not reflected in the other's 
budget. Moreover, many processing operations which constitute a major part 
of the FHA workload are not reflected in the VA budget at all, because in that 
program the similar operations are performed by private individuals reimbursed 
through fees paid by the individual veteran. The largest such items are the 
making of property appraisals and compliance inspections during construction 
which FHA does with its own staff and which VA accomplishes through fee per 
sonnel. These processing costs under the VA system are borne by the borrower 
through the payment of fees directly to the appraiser or inspector; all costs of 
the aaa system of operation are also paid by the borrower, but in fees paid to 
the . 

The question whether FHA should discontinue certain of its staff operations 
and replace them with fee arrangements similar to those of VA is a policy rather 
than a budget question. If this were cone, FHA fees would have to be corre 
spondingly reduced. Therefore, while FHA expenses would be less, its receipts 
would be less by a like amount and the budget would not be affected by the change. 

A detailed analysis supporting these conclusions is attached as exhibit A. 

Question 2: Is there not an inconsistency in the fact that the VA administrative 
expense estimate for 1956 is approximately a million dollars smaller than that {or 
1955, while the FHA has requested a large increase? 

Answer: No. The VA estimate assumed a declining workload in 1956 (which 
VA officials now believe was an unsound assumption), while the FHA budget 
assumes major increases in workload in 1955 and 1956. The VA estimate al 
reflects the elimination of one major activity because of expiration of the les 
authority for the direct loan program on June 30, 1955. The FHA has no coll 
parable expiring activity. 

Question 3: What is the significance of the fact that the FHA average salaly 
as shown in the budget is $4,981 while that of VA is $4,251? 
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{nswer: A comparison between these 2 is meaningless because the VA 
verage salary relates to all 34,000 positions included in its general operating 
xpense budget, the great majority of whom have nothing to do with the loan 
yaranty program. 

The budget does not show a separate average salary figure for the loan guaranty 
osram. It should be expected, however, that such an average salary, if com- 
ited, would be substantially lower than that of FHA. The reason for this is 
hat many funetions accomplished by professional! staff in FHA are carried out 
most entirely by private individuals un’er the VA program rather than by VA 
mployees. This should logically mean that the VA administrative sta would 
nelude a higher proportion of relatively low-paid clerical emplovees, resulting in 
ower average salary. 

Exuisit A 


DIFFERENCES IN STATUTORY OBJECTIVES AND OPERATING POLICIES 


There are several basic differences between the FHA and VA home loan pro- 
rams which stem directly from the respective statutes. The most fundamental 
Hiference lies in the fact that the FHA home mortgage system was established 
nd has been operated as a per nanent self-supporting svstem of morgage insurance 
unds (with income derived from operations) while the VA home loan guaranty 
program is administered as a temporary form of veterans’ benefit at public cost. 
he FHA, in accordance with its permanent character, is charged by statute 
ith a number of long-term public purposes (for example, improvement of con- 
truction standards and stabilization of the home mortgage market) which are 
ot provided for in the VA program. In turn the VA has certain program re- 
ponsibilities which the FHA does not have. 

The methods of operation of the two programs reflect the basic difference in 
bjectives. As a matter of policy, it has been determined that the FHA appraisal, 
yncerned as it is with long-term economic value, can be best determined by 
ularied personnel in accordance with prescribed techniques applied consistently 
n a nationwide basis. However, the VA appraisal, which is one of reasonable 
alue (sales price in the current market), is a function which may be properly 
erformed by private fee appraisers. This single difference in method of opera- 
on accounts for a substantial part of the difference between the budget estimates, 


BUDGET ESTIMATE COMPARISON 


The figures appearing in the budget document identified as the loan guaranty 
‘tivity of the Veterans’ Administration, $15,081,233, and as expenses of the 
ederal Housing Administration, $37,185,000, for the fiscal vear 1955 are not 
ibject to significant comparison without detailed analysis. 

The VA item is a budget estimate of the direct administrative cost of a veterans’ 
‘nefit program to be borne from Federal funds. It does not and is not intended 
) reflect the full costs of the operations. The FHA estimate is a business-type 
idget which is designed to show and does show the full expenses of operation, 
ll of which will be borne out of fee and premium income. Of great importance 
re the basie differences in programs, differences in methods of financing appraisals, 
bspections, and important areas of work performed by FHA and utilized by VA 
avoid duplication by VA of work FHA has already necessarily performed, 
fferences in program 

The two agencies have important differences in program responsibilities. The 
\ home loan guaranty program is a program devoted primarily to guaranteeing 
ortgages on individual homes for veterans. The VA program also includes some 
ecial provisions for paraplegic veterans and for direct loans which have no 
brallel in the FHA program. On the other hand, FHA has a repair and improve- 
ent loan insurance program, urban renewal mortgage insurance programs and 
rze-scale apartment house type mortgage insurance programs as well as military 
using and other special operations for which there is no comparable VA activity 
ese latter FHA programs, together with the capitalized“item of equipment, 
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$140,000, account for $11,910,300 of the total FHA budget authorization itey , 
$37,185,000 in the fiscal year 1955 as follows: 


Total FHA estimate - atu setters 
Deduct: Costs of certain noncomparable items: 
Repair and improvement loans- -- ~~ ------ -<-.- $3, 300, 500 
Urban renewal programs _- -__--_----- _a«--- 1,803, 300 
Multifamily housing, military housing, and other 
special purpose programs. - ---- ~~ Saleh Saheaie ate 6, 576, 500 
Seeretiercmer : mn Be 
=e — 140, 00% 


— cual $37, 185, 


—— 


EE hn git nine nntey neta Gtbds anawesGgunsenskhee 25, 274, 0M 


There remains allocable to the home mortgage insurance program of the FH 
under section 203 $25,274,700 in fiscal 1955. A tabular analysis of the differengs 
in operating methods between the FHA home mortgage insurance program ( 
203) and the VA home loan guaranty program (sec. 501) is attached. 


Common office services and rent not charged against loan guaranty program 


The decennial report of the loan guaranty program states as follows: ‘“Expen¢ 
tures for administrative expenses * * * do not include a pro rata share of gener 
overhead costs such as office space, supplies, equipment, communications, ani 
so forth.” 


VA expenses of appraisal and construction inspection borne outside the VA budge 


Whereas FHA collects fees and premiums from the mortgagor and then en 
ploys salaried staff appraisers, construction inspectors and other technicians 
process the cases completely, VA appraisals and compliance inspections are typi 
cally made by private fee appraisers and inspectors at fees estimated to averag 
approximately $20 per appraisal and $6 per inspection which are paid directly 
the appraiser or inspector by the veteran, builder, or seller, and are not charge 
against the VA budget. vA estimates in its decennial report that its own dire 
expenses per loan would approximate $25. To this must be added the fee » 
praisal and fee inspection costs. 

In addition, an estimated 300,000 compliance inspections of dwelling units Wi 
be made by FHA under FHA commitments on which loans will be guaranteed by 
the VA in the fiscal year 1955, the inspection expenses of which are included's 
the FHA budget. A similar situation prevails with respect to the architectunt 
analysis of the units which are built under FHA commitments but are permanently 


financed through VA guaranteed loans. 
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ADMINISTRATIVE EXPENSE ‘‘OTHER OBJECTS” 


Mr. Tuomas. Back on the record. Looking at your ‘Other objects” 
here for administrative expense, will you insert page 16 in the record? 
(The document referred to follows:) 


Administrative expenses 





| 
| ) Appro- | Revised . 
ee priated estimate a 
1954 fiscal year | fiscal year | “S¢! Year 
; 1955 1955 1956 








| 
Average employment: 














| 
Full-time _ __- 850.0 870.0 890. 0 1, 045 
Terminal leave 9.0 10.0 10.0 il 
Overtime com : 8.0 5.0 5.0 5 
PNR ios dcecutnoeinn dile eam stm aglnsibiraet : +. eee ee ee 
DO fi cs endoccsimaas Dob atc ouninedeetauen 867. 2 885. 0 905. 0 1, 061 
Expenses | | 
Personal services: 
JF Ee -aa-----------------------| $4, 176, 087 | $4,360, 995 | $4,468,395 | $5,324,745 
TE CENREEE MOINO. .. a3 5n< cesar dn cendannseung ib anaal 54, 780 50, 000 | 50, 000 55, OO 
IE a5 caucce dukes ahuidnanacetendheude Anaya | 36, 261 21, 500 21, 500 21, 500 
Intermittent _--_-_--.-- sis etc eee Setvetteal NE fo ohh an uk aie stcshe ne aia eies 
Nightwork differential cial 31 | 
Pay to other agencies. _ _-__- neces 8, 175 | ite all & Sas was 
Work in excess of 52-week base 16, 200 | 16, 500 | 16, 500 20, 5 
Total ia ..------------| 4,202,487 | 4,448,005 | 4,556,305 | 5, 421,745 
Other objects: 
Travel... - = : a 150, 529 | 250, 000 | 267, 600 315, 00 
Transportation of things. -__-_-.-...-_-- aid 15, 427 | 12, 720 | 12, 720 6, 27 
Communications services - - - -- - . bint 53, 349 39, 125 | 39, 125 48, 00 
Rents and utility services. ---_- ...----| 546,735 | 556,000 556, 000 658, 2 
Printing and reproduction __--__- -| 37, 828 | 39, 150 39, 150 47,025 
Other contractual services_-_--_--_- | 125, 961 | 113, 730 113, 730 105, 305 
Supplies and materials_----..----- 5 cwanaiel 33, 050 | 33, 930 33, 930 40, 755 
Cash awards. -..--..-.--- ane 600 |_- ick thine ivi 
Taxes and assessments 5, 076 | 6, 350 6, 350 7, 70 








| 
| 
Total Sas ee : “a " 
| 
' 


Total administrative expenses-- em .-| 5,261,042 | 5,500,000 | 5,625,000 6, 650, 0) 





TRAVEL 


Mr. Tuomas. Your travel jumps from $150,000 in 1954 to $250,000 
in 1955, to $315,000 in 1956. 
You have a revised 1955 figure of $267,600. 
Mr. Mason. This travel figure is based, sir, upon increased volume 
in business. 
RENTS AND UTILITIES 


Mr. Tuomas. What about your ‘Rents and utilities” here in the 
District of Columbia? You have already explained one of your big 
items, your rent bill. 

Mr. Mason. Our large item is the rent bill. 
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\ir. Toomas. What about your IBM machines? Your rent bill 

will jump up from $741,000 in the District of Columbia to $862,000. 
Mr. Mason. We use in our billing department and other depart- 

ments very considerable of this card punch system to save labor. 

Mr. Tuomas. Your amount on rental of equipment remains the 
same $141,000. Whereabout are these people? In this same 
building? 

Mr. Mason. No; they are in the McShain Building at 333 Third 
Street, Washington. 

Mr. Tuomas. That is your bookkeeping department, is it? 

Mr. Mason. Yes, sir. 


NONADMINISTRATIVE EXPENSES 


Mr. Tuomas. Well, of course, your big expense is your nonadminis- 
trative expense. 

Mr. Reporter, put the table on page 50 in the record. 

(The document referred to follows: ) 
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BUDGET INCREASE IN 1956 


Mr. Toomas. You jump from $31,560,000 to $38,350,000 in 1956. 
Does that include the $5.1 million deficiency? 

Mr. Mason. $5.3 million. 

Mr. Tuomas. $5.31 million rather than $5.1 million. Does this 
figure include the supplemental, making it a total of $31,560,000? 

Now, why jump that approximately $7 million for fiscal 1956? 
In other words you have a $12 million increase over 1954. 

Mr. Mason. It is based purely on the volume of the business we 
expect to do Mr. Thomas. We proved to ourselves this summer and 
last fall in getting behind that we can’t process cases without this. 

Mr. Tuomas. Well, how many employees does this give you for all 
of fiscal 1956 over what you had for the last half of 1955. 

You jumped from 5,292 to 6,513. 


ADDITIONAL EMPLOYMENT UNDER 1955 SUPPLEMENTAL 


Mr. Mason. We are currently hiring about 1,200 additional people. 

Mr. THomas. We gave you about 800 for the last 6 months of 1955, 
didn’t we? 

Mr. Mason. You gave us 1,000, sir, I believe. 

Mr. Tuomas. So you have 2,300 additional people in a period of 
12 months? 

Mr. Mason. No, sir. 

Mr. Bazan. No, sir. When we hire all of the people that we are 
authorized, we will carry from 1955 through 1956 about 1,000 more 
people. 

Mr. Mason. One thousand people over what we had. 

Mr. Tomas. How many people in the field and in the District of 
Columbia? As of January—or as of any recent period of time? 

Mr. Puruuips. I didn’t understand the last statement. 

Mr. Mason. I am sorry if I made myself unclear. What I meant 
was we would have during the fall of the next fiscal year, the same 
number of people we will have at the end of this fiscal year, but we 
will have them for the whole fiscal year, instead of for a few months 
as we have had them now. 

Mr. Toomas. Out of $5.3 million, how many people have you put 
on the payroll with that money? 

Mr. Mason. We have put something like about 300, a few over 300 
people, during the last month. 

Mr. Tuomas. And you have 700 more to fill? 

Mr. Mason. Yes, sir. 

_ Mr. Tuomas. All right. So your revised 1955 figure shows an 
increase of 1,000 employees, doesn’t it? 

Mr. Mason. Yes, sir. 
= Tuomas. And then in 1956 there is a further addition of another 

Mr. Mason. That is not right. 

Mr. Puinures. That is what the figure reads. 

Mr. THornton. No, sir; those figures are in terms of average 
annual employment and the employees that we put on the rolls during 
the last half of this fiscal year will—the additional employees—will 
provide us with only on the average a third of a man-year of employ- 
Ment during fiscal year 1955, you see. 
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CURRENT EMPLOYMENT IN HEADQUARTERS AND FIELD 


Mr. Tuomas. Well, how many people do you have on the paynj 
as of today? 

Mr. Tuornton. Let’s see. About 4,300 in the field and aboy 
1,500 in headquarters, or somewhere in the neighborhood of 5,s% 

Mr. Tuomas. Well, how did you arrive at these figures here jy 
1956 of 6,517? 

Mr. THornton. Those, as I say, are man-years employmen 
rather than number of people on the rolls at the end of the fiscal yea, 

Mr. Tuomas. Well, if it is man-years, you can add 15 percent to jj 
and that will make approximately 7,200 or 7,300 instead of 6,500, 
That makes it worse. 

Mr. Mason. They are working overtime. Does that explain j 
now? 

Mr. THornton. It includes both overtime and regular employees, 
a the estimates for 1956 include 500 man-years of overtin: 
work. 

Mr. Puiuures. Mr. Chairman, I think the difficulty is partially due 
to the fact that they put people on a partial-year basis, which is the 
reason I object to this man-year business, which makes it most 
difficult to determine how many employees there are in an agency. 


NUMBER OF FIELD OFFICES 


Mr. Tuomas. How many field offices do you have this year? 

Mr. Mason. Seventy-five district insuring offices. Then we have, 
as you know, some 68 smaller offices scattered around, which are in 
addition to those insuring offices. 

Mr. Tuomas. A total of how many— 138 offices? 

Mr. Mason. Yes, sir. 

Mr. Tuomas. What about your General Services Administration’ 
Does the General Services Administration pay any of your rents in 
the field? 

Mr. Mason. I believe they do. In some places we have rent-free 
space. Does that answer the question? 

Mr. Tuomas. I mean, do they pay it? Unless you are in a Gover 
ment building? 

Mr. TxHompson. In places where General Services are paying ret! 
we in turn pay the rent to them. In the places where we are stationed 
in Government-owned buildings, where nobody is paying rent, We 
likewise do not pay. 3 

Mr. Tuomas. Why should your rent be approximately $200,(0! 
this year? 

Mr. Tuornton. Increased space required for additional employees 
which will be required for the additional workload. The offices 
require more space because they have more workers. 

Mr. Tuomas. How many offices do you have that are overcrowiel 
compared to those that have a lot of wasted space? 

Mr. Mason. I would say that none of our offices have any waste! 
space in them today with the volume of business that they have; th 
added employees that they have put into them. 

Mr. Tuomas. Well, you didn’t put on more than 10 or 15 employee 
in the average office, did you? 
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\ir. Mason. That is about right, I should guess. 

Mr. Tuomas. How many square feet is that, about 200 or 250 
square feet to the employee—200? 

Mr. Mason. 100, approximately. That includes recordkeeping. 


LOCATION OF INCREASED RENTS 


Mr. Taomas. What towns have jumped up your rent bill? What 
locations? 

Mr. Mason. Mr. Thompson, do you know some of the specific 
cases Where we are being required to pay rent where we weren’t 
before? Can you name them? 

Mr. Toompson. I am sorry, sir, I can’t furnish them now. We can 
furnish the information later. I can furnish a statement for the 
record. 

Information requested is as follows:) 


Ofiices moved from free to paid commercial space, fiscal years 1955 and 1956 





Effective date | Annual rental 


City and State of transfer from] in commercial 
free-space space 
Mobile, Ala paths siete ate ale el abil Oct. 1, 1954 | $1, 760 
Now. ¥ otis IW Sx cman cats > cokers Sais kien edecteniaweeaeaanie Dee. 1, 1954 44, 523 
Potal sa guard Pos cisdei cig sive hima pallet rae ga sesh Deesicdesdsanes 46, 283 
Pending moves from free to paid commercial space ! 
Knoxville, bepticdieis cern eee sc. cL tena ce ead cae $9, 000 
Pittebura tise We ie odig areata Serb a es tk ly a a OR i ac aa 21, 480 
SOG PRIVCA GiR, me a aac ad eel a cae Secale crete eke eee ee ated 19, 389 
San Francis@or Ue@leee. oso st tk SLL Ei ee eee oe 66, 000 
EO: 355 ws eee nes Pb olens bi Se acuseieiwmsih abel 115, 869 
Recapitulation 
Commercial .enaines .oetupind! in) 19GG se. oes pas pees ced aJh ee eanends $46, 283 
Pending moves to commercial space, 1955 and 1956____...._-_---_-- 115, 869 
Total inerease in rental expenses, fiscal year 1956______.___-_-- 162, 152 


Negotiations are now in progress with respect to pending moves from free to paid commercial space. 
Ii the negotiations are completed in fiscal year 1955 the moves wil] be made when space is available, other- 
wise the moves will be made early in fiscal year 1956. Due to the increase in the volume of business and 
idditional employees required to process applications received in field offices it is possible that additional 
requirements for commercial space may develop that are not known to FHA at this time. 


Mr. Potties. Before you leave the number of people, Mr. Chair- 
man, I think the figure here runs about 1,000 that they are putting on 
this year, and they are asking for an additional number for 1956. 

M.. Tuomas. That is 2,300 more than they had the first of January 
Joo, 

_Mr. Toornton. If I may, I can give you a better number or better 
figures than I gave you a moment ago in our field offices. 

In our field offices we have presently about 4,300 people. There 
are in addition about 600 people who are in Washington that are on 
the nonadministrative payroll. So we have at present on the non- 
administrative payroll about 4,900 people. In addition we have about 
900 people who are on the administrative payroll. We hope to be 
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able to recruit another 800 people during the current fiscal year, gs 
that as of June 30 practically all of them would be recruited on the 
nonadministrative payroll, and again, practically all of them in the 
field. So we hope to go into the fiscal year of 1956 with about 6,400 
or 6,500 employees on the job plus overtime payments. 

Mr. Tuomas. The way you have it set up you will have an up. 
expended balance of $1,250,000 out of $5,300,000 with respect to th; 
supplemental you stated a minute ago? 

Mr. Tuornton. That depends on how fast we recruit. We are 
recruiting as fast as we can. 

Mr. Mason. Our recruiting has increased. 

Mr. THornton. So far, we are getting 300 on the rolls in less than 
2 months. 

Mr. Tuomas. To put it more accurately, you won’t use the ful] 
amount of your limitations? 

Mr. Tuornton. That, of course, is a possibility in 1955. 

Mr. Tuomas. So, won’t that obtain also in 1956? 

Mr. THornton. Well, if we can come as close as we expect we will 
by the end of fiscal 1955, there will not be much of this amount left. 

Mr. THomas. Well, how much do you anticipate of your unused 
limitation in 1955, ineluding your deficiency? 

Mr. Tuornvon. I think less than $1 million. 


FIELD TRAVEL 


Mr. Tuomas. Is there any way you can cut down on “Other 
objects in the field’? That is, $5.5 million against a total cost of 
roughly $33 million. 

Mr. Tuornton. The main element of that, of course, is the travel. 
More than 40 percent, nearly half, is in travel, which is directly in 
relation to the function of the number of properties that have to be 
examined by the appraisers and our other functions. If we have 3 
volume of business to be done, there is not much we can do to restrict 
it. 

Mr. Tuomas. What is your allowance to all the people in the field 
on travel? 

Mr. THornton. The appraisers and the architectural inspector 
receive only their expenses of travel, they do not have a per diem 
allowance unless they are out for more than three-quarters of a day. 
They have, I believe 7 cents a mile travel. 

Mr. Mason. That is correct, 7 cents a mile. s 

Mr. Tuornton. Automobile transportation. That is the primary 
travel expense involved. 

Mr. THompson. Most of them return to headquarters overnight 
so there is no per diem involved. 

Mr. Tuomas. Of course, this works in the big cities, where they 
get in an automobile and go out no further than 10 to 15 miles. — 

Mr. Mason. Well, sir; there is a wide travel, not just in big cities 
unfortunately. There are great distances to be covered in many areas. 


’ 


COMMENT ON “FORTUNE” ARTICLE 


Mr. Yates. Did you have occasion to read an article appearing "! 
this month’s Fortune, on the housing program? 

Mr. Mason. Yes, I did. 

Mr. Yates. What is your reaction to it? 
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Mr. Mason. You are talking now about the comment on the 
article? 

Mr. Yates. The editorial that appeared, raising the question as to 
whether or not the time had come for the Government to discontinue 
subsidization of the housing industry? 

Mr. Mason. Well, of course, we don’t feel in FHA that the Gov- 
ernment is subsidizing the housing industry to a great extent. 

Mr. Yates. I stated their position correctly, didn’t 1? 

Mr. Mason. I believe you did. We feel the borrower in this case 
is paying the cost of this insurance, but not the whole cost, naturally, 
because we admit and realize that this program could not exist without 
at least the Government guaranteeing against the broad swings that 
do happen in the affairs of economics. 

Mr. Yates. Well, then, your personal reaction to the suggestion in 
Fortune is that you do not agree with them? 

Mr. Mason. Well, I am sorry, sir. I read the article something 
like 10 days ago or a week ago and I am not too sure that I have the 
exact context of it. I thought that there was some comment about 
the volume of construction in there, or wasn’t there? 

Mr. Yates. I was just talking about the application of the main 
point, and that was the question as to whether or not it was time for 
private enterprise to take over the job of building the homes of the 
country. Do you think we are in that position as yet? 


INCREASED ROLE FOR PRIVATE FINANCING 


Mr. Mason. I think private financing should, and desires to take 
over this job, and has done it largely, over the years, but it can’t, I 
believe, do it satisfactorily without a vehicle like FHA. Now, there 
are 2 or 3 reasons for this, sir, and one is that the business of getting 
funds to all parts of this country of ours. 

We have 48 States, all with different foreclosure laws, and the first 
2 or 3 years of FHA were taken up in a program to make FHA itself 
work. Whether private industry would have the ability to get laws 
changed in all of these States where there was not Government back- 
ing, 1 am not able to say. But, from a practical point of view, I 
believe that a vehicle like the Federal Housing Administration is 
needed in order to get funds to the fast growing parts of the country 
where savings cannot possibly keep up with the demand for funds to 
invest in housing. 


NUMBER OF MORTGAGE LOANS MADE 


Mr. Yates. How many mortgage loans were made during the year 
1954. Would you know? 

Mr. Mason. Does anyone have that figure? 

Mr. Yates. I mean mortgage loans for home construction. 

Mr. Toornton. For new homes only? 

Mr. Yates. For new homes only. 

Mr. Toornron. Roughly, 1 million. 

Mr. Yares. Roughly, 1 million? 

Mr. THornrton. Yes, sir. 

Mr. Yates. And what portion of that 1 million loans was made by 


teow what portion by VA, and what portion by non-Governmental 
nits? 
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Mr. Mason. We only insured the loans. 

Mr. Yates. What portion was insured by VA, FHA, and what 
portion by non-Governmental units? 

Mr. THornton. Unfortunately, mortgage figures are not maintained 
on the basis of new construction against existing construction. 

Mr. Yarrs. And what basis are they maintained on? 


MORTGAGE RECORDINGS 


Mr. THorntron. The Home Loan Bank Board prepares estimates 0! 
the total volume of mortgage recordings of home mortgages of $20,000 
or less, and we have in FHA figures on the mortgages insured and have 
figures on home loans closed. I can give you the relationship among 
those three items, but cannot give you the figures. 

Mr. Yarns. All right. Let’s have what you have. 

Mr. TxHornron. In the calendar year 1954, Home Loan Bank 
Board estimates were $22,973 million. The FHA home loans insured 
total $1,942 million. VA home loans closed total $4,257 million, 
The relationships among those are 8% percent FHA insured, 18} 
percent VA guaranteed; 73 percent without Government insurance 
or guaranty. That is the total of mortgage recordings. 

Mr. Yatsrs. Now, when you say ‘‘mortgage recordings,’’ does this 
include mortgage recordings for homes? 

Mr. TxHornton. It is mortgage recordings for homes of $20,(00 
or less. 

Mr. Yarss. It does not include industrial? 

Mr. THornvron. No, unless very small ones. There is no way of 
taking them by properties, measuring them by properties, but by 
taking them at $20,000 they try to restrict this to residential prop- 
erties. 

Mr. Yates. Now | approac hing the question of importance, that of 
FHA and VA in new construction—not the financing—there were a 
total in 1954 of 1,200,000—just under 1,200,000 privately financed 
starts in the calendar year 1954. 

FHA had 375,000 or 376,000 starts and the VA had 370,000 starts. 

Mr. Mason. Do we have that percentagewise? Do you have that? 

Mr. TuHornton. FHA would be about 23% percent. VA is just 
under that. 

Mr. Yares. Is there any conclusion you can draw from your figures 
that non-governmental financing is taking care of approximately 
three-quarters of all mortgage financing? 

Mr. THornron. Well, of mortgage recording? 

Mr. Yates. Yes. . 

Mr. THornvon. Well, within that total of mortgage recordings, | 
is difficult to say how much conflicting recordings there are in cases 
where conventional financing there would be a construction loan first, 
replaced by a permanent loan, and that would be 2 recordings in 4 
very short period of time, and only 1 financing involved. There is 
more of that in conventional than in the FHA field. 


TREND TOWARD GOVERNMENT-INSURED FINANCING 


Mr. Yarss. Is the trend more toward non-governmental-insured 
financing than it has been in the past? 
Mr. THornton. Well, in recent months it would be the contrary. 


There has been an upward trend in FHA and VA. 
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Mr. Yargs. In response to one of the questions by Mr. Thomas, it 
was testified that private companies are now insuring housing 
mortgages. 

\Mr. Mason. Repairing or remodeling loans. 

\Mr. Yates. Only repairing or remodeling and not starts? 

\Mr. Taornton. That is about it. 

\ir. Mason. I don’t know of any insuring of the mortgages. 

Mr. Yates. All right. Are you stating now that we are returning 
to governmental financing of starts? 

Mr. THornton. Yes. 

Mr. Mason. Government-guaranteed. 

Mr. Yares. Government-guaranteed. 

Mr. Mason. You see, the loans are all made by private institutions 
for both VA and FHA loans. 

Mr. Yares. I was under the impression that the mortgage com- 
panies were not placing as much emphasis on the need for Government 
insurance as they had in the past. Is that an erroneous conclusion? 
Are they looking to FHA and to VA as much as they did in the past, 
or are they financing the mortgages on their own, without govern- 
mental help? 

Mr. Mason. Well, I do not have the figures here. I believe that 
the figures do show that there is this trend. 

Mr. Yates. Which trend? 

Mr. Mason. A trend toward more Government-guaranteed and 
insured loans. 

A large percentage of the new housing starts are being financed in 
that way. I believe this is primarily because of the areas in which 
the housing is being built, the lack of adequate local capital in those 
areas, and the demand of the people to be able to buy a house with 
a smaller downpayment, the bank therefore desires a guarantee on 
their loans. 


AREAS LACKING ADEQUATE MORTGAGE FUNDS 


Mr. Yates. Do you have any specific areas in mind where local 
capital is unavailable for home financing without Government help? 

Mr. Mason. Yes; there are a great many parts of the country. 
You can go out in the Montana area, for instance, particularly. 
Right now I think of that area because of the calls that I have had 
from there. 

It is certainly true in the fast-growing parts of the country like 
California and the Southwest areas. 

In these areas the supply of capital cannot keep up with the demand 
for capital in building. In other words, the country is growing. 
There are people moving into these areas and the need for capital 
exceeds their local capacity. 

Mr. Yares. Those are the only areas you remember? 

Mr. Mason. Well, I am sure there are plenty of others. These 
are the ones that I can think of as furnishing the largest demand. 


TOTAL OF FHA UNDERWRITING, FISCAL 1954 


Mr. Yares. Can you put your finger on the amount of financing 
that FHA did last year? 

Mr. Toornton. The total amount? 

Mr. Yates. Yes. Is that in the justification? 
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Mr. THornton. Yes. In fiscal 1954 the amount of our mortgages 
insured is $2,330 million. The estimated amount for fiscal 1955 js 
$3,620 million. 

Mr. Yates. What does that comprise? Is that only of starts o; 
mortgages of all types? 

Mr. THornton. That is the insurance of mortgages on new an( 
existing construction, both, homes and projects. 

Mr. Yates. And projects. Now, do you have a breakdown oj 
what the $2,330 million consisted of in 1954, by now? 

Mr. Tuornron. I can give you that insurance volume in terms of 
fiscal 1954. It will be in terms of dwelling interest. 


DWELLING UNITS INSURED BY PROGRAMS 


Mr. Yates. Can you break down your other figures in terms of 
dwelling units? 

I am trying to get the basic data relating to that cumulative figure. 
Do you have the figure $2,330 million? Of what does that consist? 

Mr. THorntTon. 271,000 dwelling units on which mortgages were 
insured in fiscal 1954. Section 8 is 6,200, giving you rounded 
numbers. , 

Section 203 is 204,300. These are home mortgages. 

Section 903 is 31,300. 

Mr. Mason. That is defense, single family housing program. 

Mr. Tuornton. These are projected programs: Section 207, 9,100 
units; section 213, 8,000 units; section 803, 8,900; section 908, 3,000. 
We have another 300 here in 903 in addition to the others. 


GEOGRAPHICAL BREAKDOWN OF INSURANCE ACTIVITY 


Mr. Yates. Do you also have a breakdown to show where in the 
country these were built? By that I mean where the structures were 
built and where the improvements were made. 

Mr. THorntron. Not of these specific numbers, but we maintain 
our geographic distributions on a calendar-year basis rather than on 
a fiscal-year basis. 

Mr. Yarrs. Were we talking about the fiscal year? 

Mr. THornron. Yes, those are fiscal-year figures which you have 

Mr. Mason. Can you give it so that they will have a picture, in 
general, of how they are distributed? 

Mr. Yarss. Is this from your annual report? 

Mr. Toornton. Yes, from 1953. 

Mr. Yaress. Is this dollar value or is it by numbers? Do you have 
a table which shows that? 

Mr. THornton. Yes, if you would like, I will mark them and put 
them in the record. 

Mr. Yarss. Is that on the basis of States? 

Mr. THornron. Yes. 

Mr. Yates. Are all these nonfarm units? 

Mr. Tuornton. That is correct. 

Mr. Mason. Under the new Housing Act, we are able to insure 
5 acres of land on a main street, but the number has been very small 

Mr. Toornton. We can put that in the record. 

Mr. Yates. Would you put that table in the record at this point’ 

(The information referred to follows:) 
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TaBLE 9.—Volume of FH A-insured home mortgages, by State location, 1953 
es 
is ee amounts in een 
| Total New construction Existing construction 
or a a ea ee 
State ’ ln y 
id — | Amount | Units | — Amount Units — Amount Units 
ee i __ - ————-s 
os | $25,673 | 3,001! 1,761 $15,290, 1,789) 1,190 $10,383. 1.212 
0 SAA <nicanignties 5, 924 | 47.387 | 6,236) 4,842) 39,016 | 5,088! 1,082 8.371 | 1,148 
SER, <dcucchxeanie 2,806 | 23,205 | 2,946 | 1,420| 12.229! 1,540| 1,386| 10,976 1, 406 
Callfornia....----.----| 43,538 | 391,710 | 46,651 | 24,560 219,420 | 26,682 | 18,978) 172,201 19, 969 
of Colorado----.--------| 2409 | 22,305 | 2,464 | 1,782) 16,548 | 1,834 | 627 | 5, 758 630 
Connecticut...--.----| 3,411 32, 894 | 3, 666 789 7, 268 790 | 2,622 25, 626 2, 876 
Delaware - ---- -- r 450 | 4, 107 450 | 189 1, 656 189 261 2, 451 261 
District of Columbia. 182 2,146 | 251 24 431 54 | 158 1,715 197 
Dn Se 10, 925 84,748 | 10,975 | 9, 590 73,720 , 9,686 1,335 11, 028 1, 339 
Georgia....-----------| 4,809] 40,805 | 4,937 | 2,887 | 23,155 | 2,924| 1,922 7,650} 2,013 
anh... .ccwaie cee 1.946 | 16,562| 1,974| 728| 6,387 732 | 1,218| 10,175! 1,242 
of TNO. co. cdncccssssscp eee 77, 646 | 8,082 2,990) 29,234 3,037] 4, 886 48,412 | 5,045 
Wena... .-<<sc<--2c-) Gees 74,147 | 8,851. 4,887 43,420 | 5,161 | 3,624 30.728 | 3.690 
lowa....--------------| 2,976 | 25,353 | 3,006 | 1,268) 10,518 | 1,283) 1.708 14, 835 1, 723 
TE nnncactenk 6,666 | 56,224| 6765 4,706 39,880, 4,778 | 1,960| 16,344| 1,987 
re. Kentucky....--------| 2734] 24,365| 2,795 | 1,131 9,308 | 11141] 15603 14,967 | 1, 654 
3? Louisiana... -- ----- _| 3,727] 33.763! 3,797| 2.102| 18,649 | 2,132] 1,635| 15,114| 1,665 
it. flan : 1, 056 8,013 | 1, 164 264 2,152) 264 7 5,861 | | 900 
re Maryland...---..-.--] 3,275 | 28,789 | 3,361) 1,597 13,105 | 1.663 | 1,688 15,684 1, 698 
Massachusetts. - - - - --- 1, 447 13, 454 | 1, 9083 433 4, 600 | 585 | 1,014 8,854 | 1,318 
ed Michigan..........---] 18, 7% | 165,125 | 18,983 12,050 105,967 12,067 | 6,688 | 59,158 | 6,916 
Minnesota....--------] 2,226 21,654 | 2,303 | 658 | 6, 234 | 687 | 1,568 15,420 | 1,616 
Mississippi... ---- - 1,804 | 13,613 | 1,881) 1,414/ 10,800| 1,484 390; 2.813! °397 
Missouri ----------| 6,744 | 61,938 | 6,985 2, 378 21,826 | 2,429 4, 366 40,112 | 4,556 
Moniemna....<.<.<cs..) Bae) «6 hee 434 4, 228 | 453 798 | 6, 946 | 865 
Nebraska........----.| 2808] 24,046| 2,924 1,723! 14,529] 1,735] 1,175 9,517 | 1, 189 
Nevada............-.-| 1,780| 15,875 | 1,864) 1,475| 12,894] 1,557 305 2.981 | | 307 
New Hampshire. - ve 251 1, 838 255 159 1, 140 | 159 92 698 | 96 
(0 New Jersey...........| 6,004 | 51,223 6,337 2,328 19,125) 2,333 | 3.766 | 32,098 | 4, 004 
) New Mexico... _._- | 2.684, 21,691 | 2,730 2,487) 20,121 | 2,532 197| 1,570 198 
N). New York..... -| 9,261 | 80,085 | 9,970 3,965 | 33,170 | 4, 016 | 5,296 | 46,915) 5,954 
North Carolina. __- 3.989 | 32,295 4.148 3.170| 25,347! 3.318 819} 6,948 830 
North Dakota........| 568) 5,308) 504 MBL) 2,243 52 | 837 | 3066) 2 
Ohio _.....-...-| 15,308 | 148, 154 | 16,126 | 6,740| 65,518 | 7,188} 8,568 82,636 | 8, 938 
Oklahoma. . __...| 4,190} 34,323 | 4,307) 2,379! 20,119| 2.462! 1,811) 14,204) 1,845 
RE, ich ck saw 4, 738 | 39, 241 4,799 1,901 15, 642 1,930 | 2,837 23, 599 2, 869 
Pennsylvania.........| 9,550 | 81,008| 9,778 | 5,883 | 50,267| 5,978| 3,667| 30,741 | 3,800 
he Rhode Island... __- | '703| 6,386 | 737 239| 2,092 241 464, 4,204) 496 
Ne South Carolina. - | 2,102! 17,255; 2,129) 1,118} 8,993! 1,137 984 8, 262 | 992 
are South Dakota... ._. 1,128} 9,251) 1,170| 424! 4670; 548| 604) 4,582| 622 
Tennessee... _- 4,285; 34,438 4,398 2,916, 23,396/ 3,010) 1,369, 11,042| 1,388 
WR save aed 18, 298 | 145,169 | 19,446 | 13,192 | 105,080 | 14,233 | 5,106 | 40,089 | 5, 213 
in RRR ES 2,613 | 24,245) 2,673; 1,493, 13,893| 1.513! 1,120| 10.353) 1,160 
Al Vermont......-._---- 141; 1,131! 155 41 | 342 41 | :100 739 | il4 
on Virginia -...---......-] 6,017} 53,709 | 6,076 | 2,569 | 21,206 | 2,589 | 3,448 | 32,503 3, 487 
Washington....._.__.| 9,274| 82,816, 9,620 2,025 18,540 2,260| 7,249 64,276| 7,360 
West Virginia. .....__- 1,158 | 10,132) 1,189) 342| 3,138) 344 816 6, 994 845 
Wisconsin.....__..__- 1,950! 19,167/ 2,050; 903| 8,949 976 | 1,047| 10,218) 1,074 
Wyoming.............| 765! 6,841 818 352) 3,247| 353 413 | 3, 595 | 465 
ve. MRR. ccc cece | 855 | 13,553 997 571 | 9,238| 678 284) 4,315 319 
; Guam.....___-_- ne 31 385 41 9 103 10 | 22 282 31 
i | SERRA 2. 1,232; 12,9385 | 1,261 878 9,040; 905 354| 3, 895 | 356 
Puerto Rico..........| 1,354 9,943) 1,364 717} 5,713} 719} 637 | 4, 280 645 
Virgin Islamie....... Peace. ccloocene. Br SAD Be ees eo : 
cnanipsemnasiisiiatiamnite aeemaneneeaeen SS —EEEeeEeEeE 
Tete ieee 261, 590 |2, 289, 240 (272, 701 |145, 214 hs 252, 885 (151, 439 |116, 376 iL 036, 355 | 121, 262 
ve ' Cases tabulated in 1953. 
ri 
mut Mr. THornton. This is table 10 on page 33 of the annual report. 
It gives the number of units between new and existing constructions. 
Table 9, on the adjoining page, gives the dollar amount of insurance 
on the new and existing structures as well. 
Mr. Yates. All right. Will you put them in the record at this 
point. 
i (The information referred to follows:) 
all. 


nt? 
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TABLE 10.— Dwelling units securing FH A-insured home mortgages, by State locai; 
1953 


New construction Existing construction 


| Sections | Sections 
| s 


State 
| Total 


203 go3 | Uns | fg 203 213 


units units units units| units units 


Total 
units 


Alabama , 789 | 5 | 1,296 488 , 212 1, 185 
Arizona - , O88 | 4,108 853 , 148 1, 147 
Arkansas , 540 1, 182 3368 , 406 1, 145 
California 26, 682 1, 804 | . 969 f 17, 875 
Colorado , 834 8! 1, 738 11 630 630 
Connecticut 790 3 674 30 2, 876 2, 829 
Delaware 189 189 261 261 
District of Columbia 54 54 197 197 
Florida 9, 636 46 5, 448 739 , 339 5 323 
Georgia 2, 924 22! , 304 , 305 018 891 
Idaho . 732 467 2€5 242 234 
Tilinois 3, 037 3: 2, 582 420 5, 045 042 
Indiana - ; 3, 288 , 863 3, 690 , 688 
Towa , 283 ' , O62 | 134 , 720 718 
Kansas , 778 d 2, 202 2, 192 , 987 , 979 
Kentucky , 141 848 293 . 654 , 654 
Louisiana . 2, 132 28 024 80 , 665 , 662 
Maine : ' 264 218 46 900 | 856 
Maryland_. , 663 939 626 , 698 , 623 
Massachusetts 585 232 282 , 318 ,317 
Michigan 2, 067 ’ , 764 | 226 5, O16 | ), 732 
Minnesota 687 : 624 36 616 616 
Mississippi , 484 956 442 397 397 
Missouri 2,429 { 2, 239 175 , 556 , 553 
Montana 453 d 389 61 865 RH4 
Nebraska , 735 } ,514 | 184 189 , 188 
Nevada 557 , 164 393 307 306 
New Hampshire 159 ‘ 119 19 96 96 
New Jersey 2, 333 071 146 , 004 j 3, 997 
New Mexico 532 , 992 512 198 189 
New York , 016 3,199 226 5, 954 5, 924 
North Carolina 3, 318 , 264 , 054 830 830 
North Dakota_- 252 171 81 342 342 
Orio , 188 5, 906 , 281 &, 938 &, 935 
Oklahoma 2, 462 ( , 805 638 , 845 , 673 
Oregon , 930 845 \ 2, 869 2, 869 
Pennsylvania 5, 978 723 3, 800 3, 800 | 
Rhode Island 241 233 496 496 | 
South Carolina__- 137 592 | 53! 992 | 989 | 
South Dakota 548 ‘ 473 ‘ 622 | é 618 
Tennessee _- 3, 010 2, 535 | , B88 | , 381 
Texas____- , 233 , 005 : §, 213 2 5, 166 
Utah... 513 , 481 | , 160 , 160 
Vermont... 41 41 114 114 
Virginia_. , 589 ; , 533 4 3, 487 3, 484 
Washington___- , 260 , 778 | 38 | 7,360 , 356 
West Virginia. 344 344 845 845 
Wisconsin 976 662 , 074 | 1,072 | 
W yoming 353 353 | 465 | 465 | 
Alaska. _._- 678 678 | 319 319 
Guam___.__- ; 10 10 | 31 | 31 
Tivo onan ; 905 ’ 708 356 |. 356 
Puerto Rico 719 719 645 |_- | 645 
Virgin Islands . | 


bad ph eh ph AD CN et ed bet 


Total !___ 151, 439 


4, 269 |121, 638 | 25,532 (121,262 | 79 118,064 | 2,671 | 376 


1 Cases tabulated in 1953, 


Source: Federal Housing Administration, Division of Research and Statistics, Operating Statist 
Section. 


Mr. THornton. Then, on page 102, table 44 gives the project 
operations by States. 
(The information referred to is as follows: ) 










ect 
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l\pLE 44.—Volume of FH A-insured project mortgages by State location, 1953 
(Dollar amounts in thousands) 
All sections 
State eget - —| Sec. 207 Sec. 213 Sec. 611 Sec. 803) Sec. GOS 
Num- ; units units units units units 
ae Amount Units 
er 
Ala > 
Arizon 2 $1, 187 164 95 69 
ArKa 
Calif 29 35, 814 3, 989 1,127 1,915 452 48. 
ule 2 1, 001 146 «w a6 
necticut 10 7, 971 O66 16 1K) 
Del ire l S44 107 107 
istrict of Columbia 
rit 
eorgia o 5, 346 774 0) 104 70 MH) 
Idahe l 398 55 , 
I}linois l 256 16 16 
l 11 11, 181 1, 475 SSA 5) 300) 
ft \ 
Kansas 2 1, 780 216 20 198) 
Kentucky 4 5, 914 74 136 uM) 128 
Louisiana ; 
Main 4 14, 552 1, 500 1, 500 
Marvland ¥ 15, 105 2. 057 321 111 1, 557 His 
Massachusetts 4 6, 725 SU4 258 W2 it 
Michigan 7 4,740 608 {58 150 
\iinnesota l 413 66 66H 
Mississippi 
Missouri. 3 520 82 82 
Montana 2 S60) S2 2 
Nebrask 
Nevada 
New Hampshire 
New Jersey ll 10, 141 1, 238 313 10) 16S 417 
New Mexico Is 
New York 410 59, 497 6, 472 1, 197 4, 992 283 
North Carolina 2 698 52 52 
North Dakota 5 754 05 Ni 
Ohio 18 8, 585 1, 053 421 632 
Oklahoma 
Oregon 1 371 5O ‘) 
Pennsylvania 7 8, 977 1, O88 240 417 250 isl 
Rhode Island + 5, 919 654 654 
south Carolina ] 151 25 25 
outh Dakota 
ennesse¢ 2 1, 361 190 190 
eXas ¥ 16, 430 2, 195 324 1, 871 
Utah 3 922 104 104 
Vi it 
\ i 6 18, 231 2, 385 460 1, 918 
Vashington ] 1, 863 200 200 
West Virginia 1 111 17 
W isco l 115 17 17 
Wyomin \ 
Alaska 4 3, 687 270 270 
Hawai 3 6, 146 760 760 
Puerto Rico 1 2, 016 237 ; : 237 
lotal 215 259, 194 30, 701 7,175 7, 579 145 12,181 3, 890 


Source: Federal Housing Administration, Division of Research and Statistics, Operating Statistics 


“ 


Mr. Yares. On page 4, there is the statement as to the changes 
made in the Housing Act of 1954, changes made in the ratios. 


EFFECTIVENESS OF NEW INSURANCE PROVISIONS 


Have you had any experience under the operation of the Housing 
Act of 1954 to draw any conclusions as to whether those are adequate 
allowances? i 

Mr. Mason. I would say we have not had the experience yet, 
but _ teel they are. This new table of ratios has a great acceptance 
In industry. 


58616—55—pt. 2—-46 
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SERVICING OF MORTGAGES ON MULTI-FAMILY PROJECTS 


Mr. Yates. On page 34, there is a statement that is as follows: 


In the interest of protecting FHA’s contingent liability on these mortgages 
while assuring the benefit to the public of the mortgage insurance, FHA has 
certain rights, as preferred stockholder or as party to a regulatory agreement, to 
keep abreast of the affairs of the mortgagors and the condition of the projects and 
to exercise under certain conditions a degree of regulatory authority over rents, 
charges, and capital structure. More than 5,000 of these projects submit financial 
statements which, if they could be analyzed and given appropriate followup, 
would materially aid FHA in discharging its responsibilities in connection with 
these projects. 

Who services these mortgages on the properties to which this 
statement refers? Are these mortgages serviced by banks? 

Mr. Mason. Yes, sir. 

Mr. Yarrs. Why should not the banks analyze the statements of 
operations, then? 

Mr. Mason. I think we feel it is necessary not only to be sure that 
the person who gives us the mortgage is playing the game squarely 
but the lending institution is playing the game squarely, and we 
would rather depend on our appraisal rather than theirs. 

Mr. Yates. Then why use the lending institution? 

Mr. Mason. Because it is their money. Many of them buy mort- 
gages and have them serviced by some other bank other than them- 
selves; that is, the servicing referring to the collection of the premiums. J 
They hold this mortgage just like any other security. 

Mr. Metstre.u. Perhaps I can make some contribution to that. 

FHA insures & mortgage 100 percent so that the motive on the part 
of the lending institution to supervise that loan is not nearly so great 
as it would be if their own funds were at risk. 

Under our insuring agreement and under project mortgages, that is, 
multifamily mortgages, the mortgagor is a corporation in which FHA 
is a preferred stockholder. FHA has the obligation to ascertain that 
the mortgagor corporations are financially sound and that the risks 
that we are underwriting are not in jeopardy in so far as we can avoid 
that contingency happening. 

In many instances, these mortgagor corporations will declare divi- 
dends out of capital. They make unsecured, long term, low interest 
bearing loans to stockholders. They engage in other activities quite 
outside their authorizations under their corporate charters. They 
will come in for rent increases; they will come in for mortgage fore- 
bearance; they will come in for authority to use reserves. There are 
many other relationships with FHA which, as preferred stockholder 
and under their charters, we believe we have an obligation to supervise 
The lending institutions seem to be uninterested in many of those 
activities. So long as the mortgage payments are made and so long 
as the taxes are paid, and so long as the interest is kept current, they, 
in a sense, lose any further interest in that loan. 

Mr. Yares. A lending institution sells it to somebody else? And 
then they service the loan? 

Mr. MetstTreELL. So far as the interest and amortization is ¢ol- 
cerned. That is, the servicing institution collects the payments for 
the new owner. 

Mr. Yates. And they receive payments from FHA? 

Mr. Metstre.u. No, from the mortgagor. He negotiates the loal 
directly with the bank. We never come into that part of the trans 
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action until there is a default. We have insured a loan that the First 
National Bank would make to you and so long as you meet your 
obligations under that loan, we have nothing to do with collections. 
We get a premium for insuring the lending institution. 

Mr. Yates. What you are saying does not make sense to me, for 
the reason that there is a duplication of expense here. 

Certainly the primary lender should have some responsibility in 
determining whether the mortgage is any good. He approves the 
mortgage, and from what you say, he takes no steps after that to 
determine whether the mortgage is any good, because responsibility 
has shifted to FHA. 

Mr. MetstrReLL. He is paying a premium for the very protection 
that you are referring to. He is paying a premium to the FHA for 
the FHA agreement to indemnify him against loss. 

We are talking now of lending institutions. Therefore, the primary 
motive on the lending institution to protect that loan is not nearly 
so great. The motivation is not so great as it would be if his own 
money were at risk. 

Mr. Mason. We collect about $20 million a year from these people 
for this. We will spend about $300,000 next year for this purpose. 

Mr. MetsrretL. You know, of course, that the average lending 
institution makes inspections of properties. They attempt to see 
that the properties are kept up, protecting against their investment. 
When the loan is insured, again, that motivation is not nearly so 
great. If the loan defaults, they get paid off 100 cents on the dollar. 


POSSIBILITY OF LENDER ASSUMING ADDED RISK 


Mr. Yates. Why don’t we extend the principle to construction 
loans of requiring the primary lender to assume a part of the loan 
and of the risk? 

Mr. Meistretut. That has been suggested. I think it was also 
proposed to the Congress that the lending institution as the mortgagee 
participate with the Federal Housing Administration on some co- 
insurance arrangment as they do in fire insurance. 

However, Congress, so far as my limited knowledge is concerned— 

Mr. Mason. We are interested in getting housing, and the way to 
attract capital is to make it profitable for capital to operate there. 

Mr. Yatses. What you are pointing out is the amount paid in later 
years to maintain the housing. 

Mr. Mason. The point is, this man does pay for it. For this 
$25 million, we are expected to do something. 

Mr. Yates. Does the premium completely reimburse the Govern- 
ment for the servicing the Government does? 

Mr. Mason. It goes beyond that. 

Mr. MetstreLu. We accumulate substantial reserves above costs, 
at least we have over the years. 

Mr. Yatrs. Of all your expense in connection with that? 

Mr. Mason. Yes. 

Mr. Yatxs. Now, you propose, too, to examine the balance sheets 
and the operations of the particular mortgagor. 

Is this included in the operation? 

Mr. Mason. Yes. If given what we request, we would still be 
spending less than 30 percent of our income. 
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Mr. Meisrrevu. The FHA operates at a profit. 

Mr. Yarss. Is this the net figure over and above your losses thg; 
you are talking about? 

Mr. THompson. Our net figure is adding over $6 million a mont) 
to our reserves. 


ACTUARIAL BASIS OF FHA RESERVES 


Mr. Yarres. What are possible losses in the event of a depression’ 
Mr. THornton. We have to estimate them on an actuarial basis 
Mr. Yates. Do you have such an estimate? 

Mr. Tuornron. In our mutual mortgage insurance program, w 
may pay dividends to mortgagors. There is, therefore, another means 
for paying out money aside from our operating expenses and. losses 
so that program receives rather detailed estimates. 

Our most recent estimates have indicated a need for reserves fo 
about $232 million on the insurance which we have in force at thy 
present time. We have resources which total about $216 million i 
the fund for that program for meeting that $232 million probable los 
in the event of depression. 

The probable loss figure is the computed amount which we woul’ 
expect to lose in disposing of properties over the period of a depressio: 
of approximately the intensity of the real-estate depression in th: 
1930’s. Of course, it takes into account the properties of which we 
dispose, the value of the premiums we will get on the properties that 
will not be foreclosed, and so forth. 

Mr. Yarrs. Does the lender who services the mortgage examin 
the balance sheets of the properties? 

Mr. MeEtstrreE.u. I don’t believe they obtain any balance sheets 
They are sent directly to us. 

Mr. Yarss. All they do is collect the rents and pay the taxes? 

Mr. Meisrreu. In the case of rental housing projects the lending 
institutions inspect the properties and give us a report annually. 

Mr. Yates. Are the costs of the program paid by the borrower’ 

Mr. Mason. Yes, sir, they are. 


COMPARISON OF FHA AND VA MORTGAGE PROCESSING COSTS 


Mr. Yares. If the costs of your program are excessive when coll- 
pared to the VA, as has been suggested by Mr. Thomas’ questioning 
is not the borrower overpaying on his loan? 

Mr. Mason. If our costs were excessive, but we do not believe th 


are. 

Mr. Yarrs. If your costs are excessive in relation to the costs 0! 
similar financing by the VA, is the borrower overpaying for financing 
his home? 

Would somebody like to answer that? 

Mr. Metstre.u. I think the answer is obvious. If our charges a 
excessive and he is being overcharged, then the answer would » 
quite obviously ‘‘Yes.”’ 

Mr. Yates. Mr. Thomas’ figures were rather convincing to me. 
did not see anything that you put in to convince me to the contrary. 

Mr. Mestre. In furtherance of your question, I think the ove" 
all cost of money to a borrower might be a much fairer comparis® 
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How much, for example, would a borrower have to pay for a mortgage 
of a certain amount for a certain period of time amortized over that 
period of time if he went to a conventional lending institution, the 
VA and the FHA, and even some other forms of financing. If you 
had some method of making that comparison, I think the next ques- 
tion might be quite appropriate: If FHA’s charges tend to equalize 
the charge of any of those types of lending, and if FHA could lower 
its charges, would it in turn affect the market? 

Mr. Yarrs. I am not willing to accept that. Here we have two 
Government lending agencies doing the same type of work, at least 
with respect to the major part of FHA’s business. They do other 
work, that is true, but in guaranteeing the financing of homes, there 
isa basis for comparison. The figures that Mr. Thomas used seem to 
me to be quite convincing that FHA’s costs were substantially more 
than those of VA. 

Mr. Mason. I think we should disabuse you of this somewhat, 
although I do not know how to do it in the short time available. 

Mr. Yates. How much time do you want? 

Mr. Mason. I see many ways in which you cannot compare the 
two programs. 

For instance, in the minimum property requirements, in other 
words the standards that FHA has brought to bear in the housing 
field, 1am old enough and some of the members of this committee are 
old enough to remember what happened in 1923 after World War I, 
and the very shoddy construction we had at that time because we did 
not have property requirements. FHA’s program, because of the 
way it operates, is able to maintain these standards which other 
programs are not able to maintain. 

Mr. Yarrs. Are you saying that VA’s standards are not as good as 
FHA’s? 

Mr. Mason. I am saying they do not spend money to maintain 
those standards in the same manner as FHA does. 

Mr. Yates. Give me an example of the type of expenditure you 
have in mind. 

Mr. THornton. May I call attention to three main ones. I am 
not sure of the numbers which Mr. Thomas has, of course, nor am I 
sure exactly what VA costs are, but let me give you what I believe are 
the comparative figures. 


FIGURES USED IN VA-FHA COST COMPARISON 


Mr. Yates. The figures which are used as a basis for comparison 
are these: In 1955, the number of VA applications received was 
500,500; the number of FHA applications received was 706,000. 
The number of FHA improvement notes was 1,600,000. I am just 
throwing that in, but that is not the basis for the comparison. 

The number of VA loans closed was 475,000. The number of FHA 
loans closed was 394,100. 

Mr. THornton. What are the dollar figures? 

Mr. Yates. The VA costs for the year 1955, departmental, totals 
for both field and in Washington, $15,520,335. FHA figures total 
$37,185,000, 
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FHA COSTS NOT REFLECTED IN VA FIGURES 


Mr. THornton. I can show you a relationship on some of those 
figures, but the VA does not charge an appraisal fee, because the 
appraisal work is done by others. That involves 500,000 cases and 
gives, I believe, at $15 per case. It may be $20 and it may be $25. 
Assuming it is $15, that is $7% million to be added to VA’s base 
expense to compare appraisal cost with FHA’s expenses. They do 
not charge construction inspection fees, which we do charge, an 
assuming that they had 50 percent new construction—actually, | 
think they are higher than 50 pereent—— 

Mr. Yates. Who makes the construction inspection, the sam 
people who make the appraisal? 

Mr. THornton. In VA, fee inspectors. In FHA, they are different 
people, but they are FHA employees. 

Mr. Yares. Are they doing the same type of work and you are 
really taking credit twice for the work? 

Mr. THornton. They are different operations. 

Mr. Yates. I know they are different operations. 

Mr. THornton. On new construction, they are different people. 

Mr. Yares. Does this necessarily mean that your method is the 
correct one? If VA is going a good job more economically, should 
not FHA do the same thing? 

(Discussion off the record.) 

Mr. THornton. Assuming 50 percent of their cases are new con- 
struction, that would be 250,000 cases with an average of 4 inspec- 
tions per case at a charge of $5 per inspection, which I believe is the 
minimum charge for inspection which the inspecting agency is per- 
mitted to charge the borrower under VA. That would be $5 million 
covered by FHA’s budget and not by the VA budget. 

In addition, the FHA has 40 to 50 percent of our new construction 
cases which expire, cases on which we process the application and give 
construction inspections and carry it up to the point where we would 
be ready to insure the transaction, and then the case is then expired. 
Then, as a result, it goes over tothe VA. For those cases, our process- 
ing and inspection costs run about $6 million. On those, there is 
relatively little VA work. They are prepared immediately to guar- 
antee a loan on that transaction upon approval of the GI as being 
eligible. That all amounts to $18,500,000, which makes up the great 
bulk of the difference between $15,500,000 and our figure of $37 
million. 

In addition to that, we have whatever expenses there are under the 
title I program which I have pointed out here, and we have the extra 
expenses with respect to premium collection and maintenance of 
accounts on the transactions which are on the books. Those are 
the kinds of expenses 

Mr. Mason. There is another difference in the Veterans’ Admin- 
istration program with respect to a loss which has to be paid by the 
Federal Government. In ours, it is paid out of a reserve, and this 
must be a sizable figure. 

Mr. Yates. Why does that bear upon this discussion? 

Mr. THornTon. Those are separate figures in our figures. We do 
have to maintain our records and our resources and manage OU! 
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business in order to have the resources there. That expense is a 
part of the overhead costs. 

Mr. Yates. Those are all of the reasons that account for the 
difference in cost? 

Mr. THorNTON. They are, primarily. 

I might say that, over the years, FHA has compared its method of 
operation with that of the VA program, and each time that we have 
done it, we have come to the conclusion that the FHA method of 
handling the individual transaction is better for our type of trans- 
action. 

ACTIVITY OF FHA IN MINORITY HOUSING 


Mr. Yatss. Last year, I asked Mr. Holliday, who was then Com- 
missioner of FHA, what FHA was doing in minority housing. I now 
ask you that same question. 

Mr. Mason. I think FHA is doing a responsible job. I came on 
to this job in April, and I, perhaps of all people, was more interested 
in this program than anybody who was in charge of FHA for a long 
time. 

We started in at once to acquaint our personnel with what we wanted 
in this program and how we wanted it to work. I am sure that you 
realize that attitudes are important things; that primarily the ma- 
chinery is there to make minority housing work in the FHA program. 
It is a question of attitudes and help, and I have been approaching it 
from that point of view. 

For instance, we have started work with the National Association of 
Home Builders, and we have interested them to the point where they 
have gotten their members interested and, at their annual meeting in 
Chicago, they entered into a pledge to build a certain amount of hous- 
ing for minority groups, each one of them. 

What this amounts to is not exactly an acceptance of it by that in- 
dustry, but it does indicate a big forward step. : 

We also went to work with the Mortgage Bankers Association. 

They are financing housing construction and we have worked with 
them and have tried to find out why their members hesitate to make 
loans, and what the reasons are, and how we can help correct these 
attitudes. This seems, again, like a practical method of approaching 
this matter. 
_ The other great part of the home building industry, the construction 
industry, that we went to, was the real estate people. They have done 
something, not quite as much as the other two, but we feel with them 
we are also getting them to the point where they are going to be able 
to accept this and get back of this program and make it work. 

| believe that the main problem in the minority group housing or 
the biggest part of the problem is in land. It is a question of getting 
land on which to build these projects. As you know, in our FHA 
program, we have in various parts of the country 10 men whose sole 
job is to assist minority groups. 

We are also cooperating in the work of the voluntary home mortgage 
credit program, trying to get money into these areas where it is 
heeded, not just remote areas but minority groups, and I was very 
interested to see in the newspaper the other day that we have the 
first one of those where a man could not get a loan to finance it put 
through that program. 





STATISTICS ON UNITS INSURED FOR MINORITY GROUPS 


Mr. Yares. On page 3, it is indicated that the number of dwelling 
units insured by FHA last year was 251,057. How many went for 
minority housing? 

Mr. Mason. I do not believe that we have such statistics. I do no 
believe there should be such statistics on this subject. 

Mr. Yates. Were any for minority housing? 

Mr. Mason. | found in FHA in haphazard method of collecting 
estimated minority group housing figures which meant nothing. |; 
is not proper to segregate people. 

The minute you start collecting figures and say to a man, “‘Is this 
built for a colored man or a white man?” you are violating what | 
think is part of our American doctrine. 

Mr. Yates. Is there such a thing as a minority housing problem 
today? 

Mr. Mason. Yes, sir, there certainly is, a big one. 

Mr. Yares. In one breath you are saying there is, and then in the 
next breath you are saying that we should not look at it. 

Mr. Mason. I disagree with that statement. I feel there is , 
minority housing problem, and I believe that we have a real respon- 
sibility in FHA to do everything that we possibly can to lick that 
problem, to get financing to these people to help them to get financing 
and to go out of our way to find locations where they can build. 

I have participated in one of the projects that I urged my people 
to undertake. These 10 men in the field about whom I spoke ani 
my district insuring officers were encouraged to urge builders to get 
open occupancy projects. Let us have some trial projects. Let us 
find out whether these projects will work. There are some people 
who say that they will not work. Let us prove that they will work 

One of the projects that the Mortgage Bankers Association is doing 
by the way, is exploring each failure and attempting to find out what 
the real cause of each failure is, and not because it was a minority 
group but because it was some other factor in there, as there generally 
1S. 

RESPONSIBILITY OF FHA IN CONNECTION WITH MINORITY HOUSING 


Mr. Yates. Do you believe that one of the largest problems in 
urban housing today is that of minority housing? 

Mr. Mason. I believe it is the largest problem and the largest 
opportunities are there. I believe the largest part of the market 
exists in housing these people. 

Mr. Yares. If this is one of the major problems, do you not believe 
that FHA should make special efforts to help solve it? 

Mr. Mason. I believe we should, and I am trying to, and I welcome 
any opportunity to change my methods if somebody « ‘an find a bett 
one. 

Mr. Yates. Is not one of the problems lack of information of a! 
appropriate market? 

Mr. Mason. I believe that is part of the problem. 

Mr. Yatxs. Does not the FHA prepare market reports for housing 

Mr. Mason. Yes; we do. 

Mr. Yates. But you do not break it down on the basis of race? 
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\(r. Mason. In individual cases where we go into a community 
where there is a racial problem, a minority problem, we do break 
that down, because we have to have the facts on which the problem 
is based. 

Mr. Yates. And you do not know many of the 271,057 units were 
for minority housing? 

\fr. Mason. No, sir; I do not. 

Mr. Yates. Do you know if any were? 

Mr. Mason. I know some of them were because I know some of the 
people who moved into them. 

| had the great pleasure out in Seattle, Wash., to hand the keys to 
» colored families who were moving into a new open occupancy and 
2 white families who were living there beside them. 

You will be interested, sir, if I might trespass on vour time, to say 
that we have an interesting problem up on Long Island in New York, 
where we interested a builder in building for open occupancy housing, 
and we find great trouble in getting the minority groups to want to 
vo into the project, and yet the values are, in our estimation, excellent. 
We are approaching that through our advisers and helping to 
work with different groups that are interested. 

| am really sincere in my desire to meet this problem. 


RELOCATION PROBLEM IN CHICAGO 


Mr. Yares. I know that in my own city of Chicago, this is one of 
the biggest problems we have in the field of housing. 

In connection with the displacement of people through urban re- 
development and community improvements, we have the difficult 
problem of relocating those who are evicted. Statistics have shown 
that only one-third of those evicted qualify for public housing; two- 
thirds do not because their earnings are in excess of public housing 
limitations. 

Where, then, are they to go? We are trying desperately to try to 
find some solution to this problem. I assume this is true in every 
big city in the country. It is a problem that we have to face up to, 
and I think certainly that the facilities of FHA, which have not been 
devoted to this purpose as much as they should have been should be 
used. The credit of the Federal Government should be available 
for all its people, regardless of race, creed, or national origin. 

You asked how you could impose segregation on FH A's facilities. 
It seems to me that this avoids the problem. You must remember 
that you have a problem to solve. You talk in terms of alerting this 
association or that association. I think we have to go beyond that 
and attack it in terms of specifics as well, to make credit available 
in specific instances. 


NEW BUILDING IN LARGE CITIES 


Mr. Yates. What portion of the 271,000 units were used in cities 
over a half million during fiscal year 1954? 
Mr. THornton. Over half a million? 
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Mr. Yates. Over a million. What figure do you have? Do you 
have any figure for metropolitan communities to show where multi- 
family dwellings were constructed? 

Mr. THORNTON. Multifamily only. 

Mr. Yares. I assume you do not find much individual home build- 
ing in big cities. Land is too expensive within the cities, is it not? 

Mr. Tuornron. Yes, sir; there is, even in home building. I do 
not know that I have any data between the city limits. 

Mr. Mason. The apartments are the ones that take the largesi 
majority of the people in the cities. Apartments furnish the bulk 
of living units. 

Mr. Yarers. Here we have another statement that appeared in th 
Chicago Dailv News of October 9, 1953: 

More apartment permits were issued for multiple units in 1927 than the entire 
postwar period from 1945 to 1952. 

That is only the city of Chicago. We may be in a class by our- 
selves because of our high housing costs. 

Will you put that table in the record when you find it? 

Mr. Tuornron. Yes; I will probably have to send that table to 


vou. 
(The information referred to follows:) 
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TRADE-IN HOUSE PROGRAM 


Mr. Yates. Is there not a new section of the housing law that 
permits old houses to be used as a basis for trading on the construction 
of new homes, toward the purchase of new homes? 

Mr. Mason. Yes, sir. 

Mr. Yates. Have you had any activity in that yet? 

Mr. Mason. Yes, we are having a great deal of activity in existing 
housing. 

Mr. THornton. I believe you are referring to a trade-in house 
program. 

Mr. MEIsTRELL. You are speaking of trading an old one for a new 
one. 

Mr. Yates. I was under the impression that the new act provided 
for that. 

Mr. Mason. It does that in a way, by providing for the adequate 
financing of existing construction. Therefore, it is perfectly possible 
to now finance that house. There is a so-called trade-in housing 
program, but it is a trade association feature using this. 

Mr. Tuornton. The FHA participates in that operation by pro- 
viding commitments of the amount of insurance that we will give on 
the existing structure so that the dealer or builder who is taking in 
the existing house can use that in his marketing program to get rid of 
the existing house, but we do not have a separate insurance program. 


WHERRY ACT HOUSING 


Mr. Botanp. Does the FHA insure construction under the Wherry 
Housing Act? 

Mr. Mason. Yes, it does. 

Mr. Botanp. How much construction is going on now in that 
particular field? 

Mr. Mason. They have a list of about 15 projects that they are 
currently in the planning stage on. 

Mr. THornron. Application under section 803 program, during 
fiscal year 1955 to date, through the end of January, have covered 
only 2 projects for 600 units. 

Mr. Botanp. Where are those projects located? 

Mr. THornron. Five hundred units at Lockbourne Air Force Base, 
Franklin County, Ohio; 100 units for Fort Lee, Va. 

Mr. Botanp. Has the office received any complaints about the 
windfalls of contractors under the Wherry Housing Act? 

_ Mr. Mason. There has been cost certification in it which should 
indicate that there were no windfall profits. It does not mean, 
however, that they do what we say. 

Mr. BoLtanp. You said cost certification is written into the Act. 
Is that correct? 

Mr. Mason. Yes, it was written into the act at an earlier date for 
Wherry Act housing than for other programs. It was broadened last 
year to include all of the multifamily housing programs. 

Mr. Botanp. One of the large Wherry Housing construction proj- 
ects is one at Westover Field at Chicopee, Mass. There have been 
some complaints about excessive rents charged to military personnel 
who occupy or will occupy the units out of there. Also, apparently, 
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some complaints have been received with respect to windfalls to the 
Westover Development Corp. which is constructing the units in that 
area. 

Has the FHA received any complaints with respect to the Westover 
Development Corp.? 

If you have received such complaints, what have you done? 

Mr. Mason. If we have received them, I can give you the pro- 
cedure. 

Mr. Meistreu. | do not recall any complaints. 

Mr. Mason. We have had complaints from contractors wich respect 
to not receiving enough in the way of expenses. 

Mr. Botanp. A complaint would wind up with the FHA? 

Mr. Mason. If a complaint comes in and indicates that something 
is wrong, as you say, a windfall, something of that kind, it is sent to 
the Compliance Division or compliance investigation staff of the Office 
of the Administrator, that is, Mr. Cole, of the Housing and Home 
Financing, who does all compliance investigation for all housing agen- 
cies. He would make an investigation, and then that investigation 
would be transmitted to us for corrective administrative action or to 
the Department of Justice for criminal action if such were indicated. 

Mr. Bouanp. So, in the first place, it would go to Mr. Cole? 

Mr. Mason. Yes, we would send it to him. 

Mr. Bouanpb. It would then go to Compliance Staff if anything 
was found to be wrong, or if there were any justification for the com- 
plaint vou would probably then get it for action? 

Mr. Mason. That is correct. 

If it were a question of a minor matter of rent, we would be charged 
with seeing that that is corrected. 


Mr. Botanp. The FHA is concerned with windfalls of any descrip- 
tion made under contract? 

Mr. Mason. May we go off the record? 

(Discussion off the record.) 


AUDIT OF MULTIFAMILY PROJECTS 


Mr. Paruuies. In your original statement, Mr. Mason, on page 5 
and 6, vou refer at one place, ‘the top of the page, to a cost of $100,000 
a year for an audit of multiple-housing projects. Further down the 
page I find $300,000 a year for checking again on multiple-family 
houses and other functions of that kind. Then on page 6, you have 
another figure of $300,000 for checking on the operations of a brokerage 
function and your own internal operations. Are those three separate 
items, totaling $700,000? 

Mr. Mason. Y es, sir. 

Mr. Puiuires. It seemed to me there is some duplication, and 
perhaps some hasty calculation as to the amount needed. 

Mr. Mason. If I might differ with you, this is one of the aspects 
of our agency that has concerned me particularly in view of what 
happened, and that is that we should do a great deal more, being sure 
that we are right. 

Mr. Puiuurps. You are certain there is no duplication among any 
of those items? 

Mr. Mason. Yes. This work is most important; we have these 
mortgage bankers scattered around the country making loans to 
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people. We find at times that these people need to be checked up 
on just like a State banking organization would give to the banks 
under its control. We are the only ones who can do that. These 
are uninspected lenders. We found within the month that one of these 
outfits was making loans without getting down payments. 


INVESTIGATION OF FHA 


Mr. Puiturps. That leads to my question with respect to the 
present status of the investigation that was being made of the FHA 
hy various committees. I think at one time you had something like 
90 investigators down there. How many was it? 

Mr. Frantz. I think you are referring to the special investigation. 

Mr. Patiurps. I had in mind something which I read: 

It must be difficult to maintain morale and efficiency with 90 investigators 
moving from office to office and newspapers filled with the scandal hunt. 

Is it a fact that you had 90 investigators? 

Mr. Mason. There is no investigation now excepting the Senate 
Banking and Currency Committee, which I understand is seeking 
funds to conduct such an investigation. 


ACCUMULATION OF RESERVES 


Mr. Puiturps. One of your attorneys, or perhaps it was you, said 
that your insurance function was self-financing, was fully paid. 
Does that encompass administrative costs? Are any of your salary 
costs charged against that? 

Is it complete coverage of all costs? 

Mr. Bazan. That is right. 

Mr. Putnurps. You then set aside whatever are the costs—I don’t 
know how you figure—but whatever else is brought in, you put in 
the fund as a reserve, the entire amount? 

Mr. THoRNTON. Yes. 

Mr. Paiturrs. Over how long a period of time have you accumu- 
lated $240 million? 

Mr. THornton. That is from the beginning of operations in 1934 
wider this section 203. 

ho PHILLIPS. In twenty-some years you have accumulated $241 
million? 

Mr. THornton. We have paid out close to $61 million in dividends. 

Mr. Puiuirs. Actuarially, you have been told it should be $260 

million, and if there is a severe blow, if any of these houses have to 
be taken back, $260 million might not be enough. 
_ Mr. Taornron. The computation of the $260 million requirement 
is based on an assumption of the depression of approximately the 
magnitude of the 1930’s. I can give you a brief picture of what the 
assumption is, 

Mr. Puruuips. I do not think you need to give me any picture. I 
think somebody has done a very conservative actuarial job if they have 
taken that as a basis. 

Mr. ToornTon. I may add one thing to that. The figures which I 
gave on the status of our reserve requirements relate to the section 
203 program only. The rest of the programs are not in quite such 
good shape. 


58616—55—pt. 2——47 
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Mr. Puyuures. You face a financial demand in excess, actuaily, of 
your reserves in the whole agency, do you not? : 

Mr. Tuornton. In the rest of our programs except title I, property 
improvement program in which we have ample reserves, and the 203 
home-mortgage program in which we have approximately the re. 
quired amount of reserves. 

For the other programs, we have not quite accumulated our required 
reserves. 


POSSIBLE ELIMINATION OF HOME IMPROVEMENT LOAN INSURANCE 


Mr. Puruuips. In this same article, with respect to your title | 
loans, it is stated, and I quote: 

Experience over 20 vears has demonstrated that these loans are as safe as th 
are profitable, and the Government should always withdraw from any activit 
which private enterprise is ready and able to take over. 

Mr. Mason. Because in areas of the country, Mr. Phillips, there 
would not be ample funds at anywhere near a decent price, a decent 
cost to the borrower. 

Mr. Puruiuirs. Who made up this statement? You are asking for 
a billion. On your statement, you are asking for about $202 million 
I think you mean a billion two hundred two million. 

Mr. Bazan. That is the dollar amount of insurance. 

Mr. Puruuires. Improvement loans only? 

Mr. Bazan. That is the amount of insurance we expected to be in 
force at June 30, 1956. 

Mr. Puruures. Is your figure right? 

Mr. Bazan. The dollars are shown in millions—$1,202,300,000 is 
the amount. 

Mr. Puiuurrs. You expect to insure a billion dollars’ worth of 
repairs? 

Mr. Bazan. That is right. 

Mr. Mason. The interest rate that the public would pay would b 
beyond this normal rate in so many areas that this insurance program 
should be available. 

It does not mean that if private industry is willing and able to d 
it at appropriate interest rates, it should not, because I believe it 
should. 

COMMENTS ON ROUNDTABLE RECOMMENDATIONS 


Mr. Puruuips. I have a letter here from a magazine which occé- 
sionally sends me material, as it does all other Members of Congress, 
called House and Home. With it comes the report of what they 
call a roundtable discussion in which they recommend 22 major 
changes in housing legislation and policy. Have you read that, 
Mr. Mason? 

Mr. Mason. Yes, I have. 

Mr. Paruurs. They think that the buyer, the builder, and th 
lender should all share in the risks to get Federal financing help 
Why is that not a sound policy? 

Mr. Mason. It is sound but will it get housing built or will « 
result in a big drop in the housing industry if these people are require 
to take this added risk, or will it add to the cost and reduce the number 
of people who can buy homes? 
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Mr. Puiturps. That comes back to the same situation about which 
Mr. Yates was inquiring earlier today, and that was whether these 
foreclosures, as you stated them, are actually foreclosures or represent 
the rather casual attitude of the tenant who technically is an owner 
but who has no investment in it and moves out with no more concern 
than he would move out of a rented house. You cannot tell me that 
is not done, because you do not have to go more than a 10-mile radius 
from the center of Washington to see that that is being done. 

Mr. Mason. You can go anywhere in this country and see almost 
anything done, Mr. Phillips, but the bulk and rank and file of the 
American people move into a house, and what they do almost immedi- 
ately is start in making changes to the house, putting themselves into 
it, and then they do not want to move out of it. 

The record that we have, I believe, proves this allegation—that the 
people only have a few dollars in the house, therefore they feel they 
are only paying rent and, therefore, they are not interested in hanging 
on and keeping the mortgage— to be wrong. People do want to hold 
onto their homes. 

I come from a grassroots area myself, and I have participated in 
a banking operation up there, and I would say that the average 
person who begins to make payments on his house feels that he has 
something in that house and he sticks with it. Of course, there is 
a fringe—there always is in every group of people—who are not 
responsible people. ‘Those are the ones who give us the bad name. 

Mr. Putuurps. In general, the major recommendations of this round- 
table group, which apparently includes some of the Presidential advis- 
ers, at least the President’s Commission, which I did not know 
existed, the President’s Commission on Housing Policy —— 

Mr. Yarrs. That is 1954. 

Mr. Mason. I was a member of that committee. 

Mr. Puruurps. The first recommendation was that the Federal 
Government should pull out of title I. 

Mr. Mason. If you read the small print, you will see that it says 
that “when private industry is willing to do it at a lower rate.” 

Mr. Puinurrs. My observation is that private industry would do 
many of these things we are talking about, as soon as the Federal 
Government pulls out. They are not going to step up and shove the 
Federal Government out. As long as easy money is coming in, they 
are going to let the Federal Government stay there. 

Mr. Yates. What about southern California? 

Mr. Puiuurps. We have not had any great difficulty in southern 
California with respect to repairs. As Mr. Mason pointed out, we 
have a different situation. We are on a rising market constantly, 
and it is a good investment to lend a man money to repair a house. I 
think it is not a fair comparison. 

You see, there is building going on out there. Some time today, 
Mr. Mason spoke about the rapidity with which those houses were 
being built. 

I went down to the installation of the new city council for a sixth- 
class city. That was last June. 

Three years ago there was nothing there at all. Now, there are 
120,000 people. And it was around an industrial plant. I do not 
think it is fair to compare that with a normal situation elsewhere, 
which we will eventually reach. 
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Mr. Metstrety. On these title I loans, many lending institutions 
are taking it upon themselves not to insure with the FHA. They 
always have that prerogative. 

Mr. Puruuies. The recommendation was that FHA should be re. 
constituted as a quasi-governmental mortgage insurance corporation 
and given a new name. 

Mr. Mason. It is certainly a public institution now. If you wish 
to put private funds into it, would private funds come in? Outside of 
that it is an insurance company at the present time, no matter what its 
name is. 

Mr. Puruuips. Here is the recommendation that the Government 
should stop insuring individual mortgages and only insure the port. 
folio of a mortgage insurance corporation against the risk of a collapse. 
That has certain appealing 

Mr. Mason. That means privately owned organizations, and the 
Government itself would only reinsure this other institution. 

Mr. Puruuips. It would reinsure the other institutions along the 
line that the Federal Deposit Insurance Corporation might insure the 
total deposits of a bank. 

What is wrong with that? 

Mr. Mason. There is nothing wrong with it. May I say when you 
talk about the one preceding this, that you become a quasi-public 
body, I had a very revealing experience. We have been writing the 
rules and regulations over the past several months having to do with 
urban renewal. We called in folks from industry to sit down with us 
because we thought it would be helpful to know what their reactions 
were. There was no point in not doing this, because we want to see 
if they could see anything wrong in getting it out and having to reprint 
it. We got this group in and we found that they were much more 
conservative in their approach to this; and this indicated to me that 
if we have an FHA which is privately owned, it will not have the broad 
objectives that FHA has had. FHA has accomplished things and 
made housing possible because it changed the lending practices of this 
country, and J am sure you know what they were in 1934. 

Mr. Puriurpes. You say you came from a grassroots area, and you 
make that statement in the record of the complete success of the 
Home Loan Bank Board and other agencies like that; that they have 
paid back their loans to the Government and continue to operate 
very successfully. 

Mr. Mason. Do you think my appraisal of the industry is not 
right? I wish you would sit down and listen to them talk. 

Mr. Puituirs. Do you not think a farmer could do it? 

Mr. Mason. I think our farmers can do better than some of our 
bankers. 

Mr. Puutuips. The fourth recommendation is that the Government 
not help in financing any house unless buyer, lender, and builder 
all assume part of the risk. I think that is a good idea. 

You do not think it is quite possible that they would all want to 
do it. If they do not, I do not think we want to go into it. 

Fifth, home loan banks be encouraged to introduce the Englis 
type of mortgage insurance which is rather complicated to supply, 
but it means in the high brackets, you can choose to take insurance 
from the Government at a cost. That is an oversimplification, 0! 
course. I am interested in that. 
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| introduced in this country at least 15 years ago the first measure, 
the first bill, attempting to initiate the British law on the subject of 
farm tenancy, which I believe is a much more realistic policy than 
our idea that a man owns a farm just because he has paid down the 
first 10 percent and is not encouraged to develop the farm or build, 
drain, or do many of the other things which they are encouraged to do 
in Great Britain, on the assurance that if anything happens there it 
will not be a complete loss. 

Do you know anything about that system? Would you say it was 
good or bad? Would you say it had any merit? 
~ Mr. Mason. I think it deserves study. I suspect it is expensive. 
[think that isa problem. That is a bureaucratic statement. 

Mr. Puriuips. If you had been a bureaucrat, you would have used 
the word “‘explore.”’ 

[ have no other questions of you, Mr. Mason, but I have completely 
forgotten something that I wanted to ask Mr. Cole when he was here. 


COLUMBUS CIRCLE PROJECT 


Last year, we had an argument over the Columbus Circle develop- 
ment in New York City in which the Federal Government had been 
asked to clear a slum. The Federal Government had cleared it with 
the intent of building a large coliseum on Columbus Circle in New 
York. 

Since our regulation required that 51 percent of the resulting 
development must be for residential purposes and the figure only 
came to a little over 48 percent, our New York friends in concurrence 
with the Federal administration down here, that is, the Housing 
Administration down here at that time, concluded that if people were 
going to keep their automobiles in the garage, which would be an 
underground part of this coliseum, that could properly be considered 
residential property, thus getting the percentage up to 51 percent. 

The last I heard was they made some changes in the plans and the 
Housing Home Finance Agency had stepped in again to redecide if 
we wanted to go along with that project. 

What did they decide? 

Mr. Frantz. May I answer this off the record? 

(Discussion off the record.) 

Mr. Frantz. We have proposed to the New York Slum Clearance 
Commission a recasting of that project which, in substance, would 
amount to splitting the original project and excluding the area to be 
occupied by the coliseum. 

Mr. Puriuirs. You will recall, Mr. Frantz, that Pittsburgh and 
other cities in the United States promptly inquired why they had to 
pay for their colisums if New York did not have to pay for theirs. 
Atlantic City was particularly insistent on an answer. 

Mr. Frantz. As of this time, the New York commission has not 
made any formal reply to that proposal. Informally they have indi- 
cated that they do not care for it too much. In the meantime, we 
have withheld further grant payments on the project. 
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WASHINGTON SQUARE PROJECT 


Mr. Puiuures. You might inform the New York commission that 
we care for it even less. Now, we have a new one this year, also jy 
New York. Washington Square is about to have a slum-clearance 
project that is to be cleared around the New York University area, 
which I judge to be Washington Square; is that correct? 

Mr. Frantz. That is correct. 

Mr. Puruurps. Having lived in New York City briefly, this slum 
consists of about 1,100 small business people, as I recall; the Smal] 
Business Administration has reported to you that it does not think 
that this can be considered a slum area and should not be wiped out 

What are you going to do about that? 

Mr. Frantz. | do not know the details of that project. I do 
know there is a project of that description. 

Mr. Puituips. Would anyone consider 1,100 small businesses to be 
a residential slum? 

Mr. Yates. It depends on whether the families live above the store 

Mr. Puiuurps. This is a new project which came up this year with 
which I have not acquainted myself as I did with the Coliseum, but 
it appears to me to have all of the elements of an effort to use a 
Federal law and Federal money, which we appropriated in a sincere 
effort to get slum clearance, to use that for something beneficial to 
a city financially, and which they should finance themselves. 

Mr. Franrz. We can give that in a statement or we can set aside 
a time tomorrow and have witnesses up here. 

Mr. Yates. Why not bring along a couple of your people tomorrow? 

Mr. Frantz. We will do that. 

Mr. Puruurps. I think tomorrow morning we have FNMA. 

Mr. Frantz. I would judge you would be finished with FNMA 
before 11:30. 

FHA PROGRAM HIGHLIGHTS 


Mr. Vursevu. On page 3, for my own information, first, what is the 
longest loan that you can make on housing? How many years doe 
it take to pay out? 

Mr. Bazan. Thirty years on the home type loan, individual prop- 
erty, and approximately 40 years on the rental projects, apartment 
houses. 

Mr. VurseE.u. It used to be a shorter term of years, did it not? 

Mr. Mason. Yes, sir. 

Mr. Vursetu. I understand we are to start about a million thre 
hundred thousand houses in all categories; is that correct? 

Mr. Mason. We feel that is about what it will be. 

Mr. VurseEtt. I noticed that unit applications received, at the top 
of the page, 800,000. That is projected for 1956. Does that meal 
that you expect to probably insure 800,000 loans? 

Mr. Mason. No, it does not mean that, nor are all of those nef 
houses. Many of the eight-hundred-thousand-odd applications, pro’- 
ably 42 percent or 43 percent will be on existing housing, not nef 
housing. 

Mr. VursE.u. So, as I understand it, your function is to examile 
and insure the loans that are approved? 
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Mr. Mason. That is right. We examine loans where we get appli- 
cations, and we make commitments on the approval of them by us 
and then, when the housing is built, we insure the mortgage. 

Mr. Vurseuy. 457,700 on the number of dwelling units. What 
does that mean in relation to the 800,000 applications? 

Mr. Mason. That is the number of units on which we will probably 
issue insurance out of the 800,000 that we inspect. 

Mr. Vwrseuu. Insured loans, number of notes seem to run to 
1,500,000 for 1956; is that correct? 

Mr. Mason. That is the repair and remodeling business, up to 
§2,500, made to home owners for improvements to their houses or 
additions. Itis typically a three-year loan for about $600. 

Mr. Vurse.u. Do you insure these notes, or does FHA hold them? 

Mr. Mason. We insure 90 percent. The loan is made by some lend- 
ing institution, we do not hold them. 

Mr. Vurseuu. I notice estimated outstanding balance of insurance 
in force at the end of the fiscal year, and improvement loans follow 
that, $22,637,500,000. Is that the total of insurance that FHA has 
now on outstanding mortgages? 

Mr. Bazan. That is the total insurance it is estimated FHA will 
have outstanding at the end of fiscal year 1956 on mortgages and im- 
provement loans. 

Mr. Vurse.u. I see you have $73,100,000 on defaulted notes. Is 


fF that correct? 


Mr. Bazan. That is the estimated figure for the value of those loans 
which we will have on hand at the end of fiscal year 1956. 

Mr. Vursetu. And you are acquiring about 19,574 units? 

Mr. Bazan. Those are the properties we will have on hand at that 
time, not all of them necessarily acquired during the fiscal year 1956. 
That represents the inventory of properties that we will have on hand 
as a result of insurance claims, that we will be in the process of sell- 
ing at that time. 

Mr. Vurseuu. In other words, the FHA, in fact, owns 19,574 units? 

Mr. Bazan. As real estate. We will have gotten them back with 
insurance claims. The notes will have defaulted, the lender will have 
deeded us the property and we will have the problem of liquidating 
the property to get our money out of it. 

Mr. Vurseuu. That is very interesting. Being a new man in this 
picture, I did not know if you went out and bought these properties 
or whether they were defaulted. 

Mr. Yarrs. They may be buying an awful lot for their lending. 

Mr. Vursetu. What does this figure of $142,900,000 mean? 

Mr. Mason. $142,900,000 is the value of the forceclosed property. 

Mr. Vursevn. Of them, you have 19,740 units? 

Mr. Mason. That is right. 

Mr. Vursety. Then I notice income and expense, net fee and 
premium income collected, $153,700,000. 

Mr. Mason. That is correct. That is our income for the year. 

Mr. Vursetu. That is a nice income. 

Now, your administrative expenses, I take it, are $6.6 million and 
honadministrative expenses are $38,400,000. What do the nonad- 
ministrative expenses consist of? 

Mr. Mason. That is the operation of our offices all over the 
country. These offices in your area and other areas where people 
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actually talk with the public, insure the loans; the administratiys 
expenses here in Washington. 

Mr. Puruurps. How do you distinguish theoretically between admin. 
istrative and nonadministrative expenses? Why is not an office jp 
Mr. Vursell’s area, as you say, part of the administration of the job? 

Mr. Mason. We have to draw a line somewhere, and I guess this 
is the way we draw it. We draw the line between the actual opers. 
tion of the program and the oversight of those people who operate 
the program. 

Mr. VursE.Lu. It appears that the excess of income over expense 
will be $108,700,000; is that correct? 

Mr. Mason. That is correct. 

Mr. Vursgevu. Do I understand you have in all, 19,574 properties 
amounting to value of $142,900,000? 

Mr. Mason. That is right. That is the estimate as of the end of 
next year. The estimate at the end of this year is 20,346 units. 

Mr. THornton. Those are properties on hand rather than cases in 
default, dwelling units of structures we will own as a result of having 
issued debentures. 7 

Mr. Vursretu. Assuming that we should have a serious depression 
and I have no idea that we will have one for at least two more years 
how much of a reserve or a cushion do you hold in readiness or have 
built up to protect the financial mortgage structure that the Govem- 
ment underwrites? 

Mr. Mason. Do you have the total figure? 

Mr. THompson. $390 million, and we are adding to that a net of 
about $6 million a month. 

Mr. Vursett. I understand in the building of these FHA houses 
in addition to the long term, and the selling arguments that go with 
that, that you have other functions to perform during the time that 
these houses are being built, which comes under the heading of inspec: 
tions and how many inspections do you give an ordinary $14,000 
house. 

Mr. Mason. We are supposed to give three, and we end up giving 
about four and a half, if I remember correctly. 

Mr. Bazan. Four and six-tenths. 

Mr. Mason. They are not always ready, or we have to go back 
because there is something that has not been completed at the time 
it should have been completed for the inspection. We maintain rigid 
inspection standards which must be complied with by these builder, 
and we inspect to see that the house is built according to those 
specifications. 

Mr. VurseEtut. Do the inspection expenses come out of the $33» 
400,000 figure here? 

Mr. Mason. Yes, sir. 

Mr. Vursetu. And the $6,600,000 is purely administrative? 

Mr. Mason. Yes, sir; that is here in Washington where we (rif 
up the rules and where we run the audit and inspection groups, a 
those things that look to the integrity of the operation of the untt. 

Mr. Vursetut. Am I right in assuming that your total expense 
here are $45 million as compared with a lesser amount of $37,200," 
for the operation of the FHA so far as you are concerned? 

Mr. Mason. Yes, sir, and that increase is primarily because of #! 
increase in the volume of business expected during the next year. 
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Mr. VursELL. What about appraisers? 

Mr. Mason. In the main, our appraisers and inspectors are at- 
tached to our 75 field insuring offices. However, in order to give 
better coverage than the main insuring office can give to a see 
large area, we do maintain these branch offices, so to speak, where 
appraisers are stationed, and sometimes a few more people carry the 
loan a little further than the appraiser. 

Mr. Vursetu. Do you know approximately what the per diem is 
for an inspector who inspects these veterans’ loans, we will say, in a 
town of 10,000 or 15,000? 

Mr. Mason. I cannot answer the question. I believe they get 
$20 for an appraisal of property. 

Mr. Puriurps. Irrespective of its value? 

Mr. Mason. Yes, I believe so. 

Mr. VurseLtt. How much had your business increased in volume 
percentagewise, we will say, from 1952 or 1953 up to the present 
time? 

Mr. Bazan. Did you say increase in volume? 

Mr. Vurseuu. Yes, insured mortgages. 

Mr. Bazan. We examined about 400,000 unit applications. Actu- 
ally, it was 421,154 in 1954, and we expect to have 800,000 in 1956. 
We are currently running at a rate of nearly 800,000. 

Mr. VurseLt. How many people are employed in number of per- 
sonnel in your organization now? 

Mr. Bazan. We have approximately 5,800 employees at the 
moment. 

Mr. Vurseuu. Do vou mean they are all paid out of this $45 million? 

Mr. Mason. Yes, out of the $37 million this year. 

Mr. Vurseuu. It looks like you are doing a pretty good job there. 
If everything goes well and the Government is not stuck for a lot of 
houses 10 years from now, and you can keep going along, instead of 
costing the Government money, it appears that at the present time 
you are taking in over twice as much as you spend; is that right? 

Mr. Mason. We are spending less than 30 percent of what we take 
in, twenty-nine-and-a-fraction percent. 

Mr. Yarss. If they come down to the VA figures, the income will 
go up even higher. 

Mr. Vurse.u. Getting back to the philosophy that you can trust 
the poor man and the little fellow not to vacate after he becomes 
oriented in a house, so to speak, do you find that there are compara- 
tively few who walk away, but there are a few? 

Mr. Mason. That is my philosophy basing it on being there at the 
grassroots and in a small organization and seeing it work, 

Mr. VursEty. However, you feel once he moves in there and has a 
roof over his head, even though he does not have much investment, 
he is much inelined to stay there? 

Mr. Mason. Yes, sir; in Washington within the week, we have had 
a ‘do it yourself”? show, where people demonstrated the handiwork 
that they could do. I go out to people and see them working in the 
cellar of their houses putting in an extra room down in the cellar or 
up in the attic. All around, I see people doing this sort of thing. 

[ was in the retail lumber business. I made my living selling lumber 
to these people, so I know they do it. 
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f*Mr. Vurse.u. There is some added proof to that, and this is my 
last observation. 

The farmers’ home loan bank was started in the United States. 
grouped off into a number of districts, and then they had some other 
banking institutions: and lending institutions under that, and they 
loaned generally, and especially the Farmers’ Home Administration 
people that could not borrow money elsewhere, and experience has 
shown that their loans have been in default in relatively small quan- 
tities, comparatively speaking, and the farmers home loan in all paid 
out $100 million or more in reserves, and all of those institutions con- 
nected with it are now making their way and more and more they are 
costing the Government very little as your organization seems to be 
costing the Government very little compared with the amount of 
money that you take in in addition to housing people and getting them 
to save and be Americans instead of being Communists. So I think 
you are doing a pretty good job, and I want to commend this new 
group, and I would like to get an idea from you, if you have one, as 
to approximately how much we have lost before the law was changed 
in windfalls in this housing thing that you are now the head of. 

Mr. Mason. The Government itself did not have the loss, or it faces 
a loss in the future, perhaps, because the money was taken out of these 
mortgages, and maybe we will have the property back. That is an 
unknown. 

Mr. Meistrell, would you like to comment on this phase of it? | 
would say the persons who lost were the individuals who live in these 
places in Chicago and New York who have to pay excessive rents. 

Mr. Yates. Because of the high valuation? 

Mr. Mason. Yes. 

Mr. VursELu. The people who are a fraction of the Government are 
lost. I have seen figures that that would run very high. You do not 
have any ideas? 

Mr. MetstreE.u. It is extremely difficult to make any accurate 
observations as to the amount of money that the Government has lost 
or will lose, for this reason: We insured mortgages on these projects 
and, until there is a default in the mortgage, we have not suffered 
any loss. 

Mr. Mason. Since those houses were built, there has been a change 
in the market value of construction, which is one of those factors that 
tends to cover up a serious mistake that was made. 
~ Mr. MeEIsTRELL. To answer your question, Congressman Vursell, 
specifically, the total of 608 projects that were erected, and that we 
have foreclosed and sold, have resulted in a loss to the Government of 
$2,700,000 approximately. That does not mean, however, that all of 
those that were foreclosed were projects in which windfalls were in- 
volved. It may very well be that none of them had any windfall; 
that they were foreclosed because of other factors. 

On the other hand, to even anticipate what amounts would be 
‘involved in these so-called windfalls is extremely difficult until we 
have had an opportunity to study each case and come up with some 
accurate figures that would indicate the excess mortgage loan over cost. 

Mr. Yares. You cannot tell what your loss will be until you have 
default. 

Mr. VursE.u. In other words, the Capehart committee might have 
at the moment a better idea of the windfall dealings than you would 
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because they have had the investigation. Am I correct in the thought 
that there being some compromises made, getting back to 

Mr. MetstrRELL. That is correct. 

Mr. Puiurps. I have a brief question that I forgot to ask before, 
which is in the nature of a suggestion. 

| was interested in the colloquy between you and Mr. Yates on 
the subject of minority housing, and I had intended to call attention 
to question No. 16 of this folder: ““What is the No. 1 problem in making 
the better homes available to minorities?” 

The answer of this panel was “land,’’ and that was all. That is 
what Mr. Mason gave as his answer. 

I understood you to say, Mr. Mason, that you have people in your 
staff who could go out and look into these properties and the pos- 
sibilities of minority areas. 


MARSHALL HEIGHTS AREA 


| would like to make a suggestion to you, and it is in the nature of 
a serious suggestion. Perhaps you cannot give an answer at this 
time, but, in considering the answer, do not look further than the 
District of Columbia. This subcommittee, for 8 years, year after 
year, has stood as the only barrier between the desires of the National 
Capital Planning Commission, aggravated or promoted by, I think 
and I say this on my own authority only—the downtown merchants, 
to get the Negro residents out of Barry Farms and Marshall Heights. 
In both of these areas, which are on the other side of the Anacostia 
River, the northeast side of the city, that land was given them imme- 
diately after the war so that people of their race could buy and own 
land and build their own houses. In that intervening time, they have 
built houses; they have been unable at times to get loans, but they 
have done a remarkable job, and anybody who says it is a slum area 
just never went there. 

I saw in the paper in the last few days that the move is on again 
this year to get the people out of this area. In talking to the late 
Mr. Lansburgh, who was then chairman of the Commission, I said: 
“What you mean, Mr. Lansburgh, is that you want to remove these 
people from that area where they have a house and a yard with trees 
for their children to play, and you want to give them instead a small 
lot, and then they would have to get a mortgage to build a house.” 

Mr. Lansburgh’s answer was, ‘“‘We all have mortgages, haven’t we?” 

This, to me, is the finest example of just exactly what we are talking 
about, of how not to treat minorities. 

Are you going to cooperate with this idea of seizing land that was 
deliberately given these people for their home, which they took in 
good faith and upon which they have built, simply because some 
merchants and heavy thinkers on the National Planning Commission 
think that would be a good place, according to our records, to put 
20,000 or $30,000 houses? 

It is all on our records. This subcommittee, for 8 years, has been 
the only barrier between that action and the ownership of land by 
these people. That is a suggestion I think you might look into 
Let me know if you do not think I am correct. 

Mr. Mason. I am sure I agree with you right now, Mr. Phillips. 




















1544 


Mr. Vursx.u. I might suggest they are a little in advance of the 
government down in Johannesburg, South Africa. 

Mr. Mason. I believe we have to make this housing available to 
these people where they will be able to get to work. That is why 
they should be able to stay where they are. 

Mr. Yates. Thank you, gentlemen. 


Wepnespay, Marcu 9, 1955, 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


WITNESSES 


J. S. BAUGHMAN, PRESIDENT, FEDERAL NATIONAL MORTGAGE 
ASSOCIATION 

WALTER HAND, BUDGET OFFICER 

N. J. EISEMAN, BUDGET ANALYST (OA) 

OAKLEY HUNTER, GENERAL COUNSEL HHFA 


Amounts available for administrative expenses 





l l : 
| 1954 actual | 1955 estimate 1956 estimate 





Limitation or estimate , 250, | $3, 238, 000 $3, 950, 000 
Transferred from Reconstruction F inance Corporation pursu- 

ant to Reorganization Plan No. 2 of 195 ; | 225, 725 |... 
Unobligated balance, not available for aabaamens use —151, 823 —13, 725 |_-. 
Comparative transfer from ‘‘Administrative expenses, Recon- | 

struction Finance Corporation”’ ____- 5 UG OU bk etsdecadae ten 


Administrative expenses incurred : . 3, 556, 173 | 3, 450, 000 3, 950, 000 








Administrative expenses by activities 





Description | 1954 actual | 1955 estimate | 1956 estimate 


| 
. Secondary market operations: Purchase, sale, and servicing. | | 
of mortgages __ $575, 000 $1, 047, 10 
2. Special assistance functions: Purchase, sale, and servicing | 
of mortgages - - - : 64, 000 634, 30 
. Management and liquidating functions: Purchase, sale, | | 
and servicing of mortgages _- -...| $3,006,177 2, 811, 000 | 2, 268, 600 
. Comparative transfer from “Administrativ e expense s, ‘Re- | 
construction Finance Corporation’’_ zs 


Administrative expenses incurred _______- ao oa 3, 556, 173 | 3, 450, 000 | 3, 950, 000 
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Administrative expenses by objects 





| 1954 actual | 1955 estimate | 1956 estimate 


Total number of positions : 
Average number of all employees "1 at 
Number of employees at end of year F 4.3 


Average salaries and grades: 
General schedule of grades: 
Average sal 
Average grade 


0] Personal services: 
Permanent positions 
Regular pay in excess of 52-week base 
Payment above basic rates 
Intermittent employment 
Excess of annual leave earned over annual leave taken__ 
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Total personal services 
Travel 
} Transportation of things 
Communication services 
; Rents and utility services 
Printing and reproduction 
Other contractual services: 
General Accounting Office audit expense , 
Miscellaneous contractual services 28, 
Supplies and materials 23, 410 | 
5 Taxes and assessments (F. I. C. A. tax) 6, 784 |_ 
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Administrative expenses incurred 3, 556, 173 








Amounts available for administrative expenses—S pecial limitation 


1954 actual | 1955 estimate | 1956 estimate 


Administrative expenses . 
Unobligated balance, not available for subsequent use 


Total administrative expense, special limitation 








Distribution as follows: 
Foreign expense 
Fees for contract legal and professional services 








Comparative transfer from ‘“‘Administrative expenses, Recon- 
struction Finance Corporation”’ 











Administrative expense incurred 





Administrative expenses by activities—Special limitation 


Description | 1954 actual | 1955 estimate | 1956 estimate 


. Secondary market operations—Nonlimitation: Purchase, 
_ _ Sale, and servicing of mortgages $25, 000 
4. Special assistance functions: Purchase, sale, and servicing 
_ _ of mortgages 25, 000 
. Management and liquidating functions: Purchase, sale, 

and servicing of mortgages 127, 000 100, 000 


Administrative expense incurred 150, 000 150, 000 


Administrative expenses by objects—Special limitation 


Object classification 1954 actual | 1955 estimate | 1956 estimate 


(7 Other contractual services: 
Foreign expenses 
‘ Fees for contract legal and professional services 
-0l parative transfer from “‘Administrative expenses, Recon- 
struction Finance Corporation” 


Administrative expense incurred 
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Mr. Toomas. Let the committee please come to order. 

Gentlemen we have with us this morning the Federal Nationa) 
Mortgage Association. We have with us Mr. J. Stanley Baughman, 
president, who is very well and favorably known to this committee 
after many, many years of outstanding service; Mr. Walter Hand. 
budget officer; Mr. Kiseman, budget analyst; and our former colleague. 
Oakley Hunter, General Counsel of HHFA. 

Mr. President, if you have a statement for us we will be glad to 
hear it. 

GENERAL STATEMENT 


Mr. BauGuMan. I would like to make a statement, Mr. Chairman. 

Mr. Chairman, I appreciate the opportunity of speaking briefly on 
the FNMA budget estimates for 1956. 

Since the document submitted recently in support of the associa- 
tion’s portion of the President’s budget is in considerable detail, I wil! 
touch briefly on only the more pertinent aspects of FNMA activities 
under its new charter. 

The scope of FNMA’s operations was substantially enlarged with 
the enactment of the Housing Act of 1954, Public Law 560, 83d 
Congress. Title I] of that law, which sets forth the new Federal 
National Mortgage Association Charter Act, represents a composite of 
various plans considered during the latter part of 1953 by the Presi- 
dent’s Advisory Committee on Government Housing Policies and 
Programs and, later, by the Congress. The legislation established 
FNMA as a secondary market facility for home mortgages, to be 
initially capitalized by the Federal Government but with provision for 
the gradual substitution of private capital; the legislation provided 
the machinery so that in time the FNMA Secondary Market Opera- 
tions will qualify to become privately owned and managed. 

FN MA is authorized specifically to conduct three distinct programs, 
each under separate accountability. 


SECONDARY MARKET OPERATIONS 


The first of these, known as the secondary market operations, pro- 
vides supplementary assistance to the secondary market for residential 
mortgages by providing a degree of liquidity for mortgage investments, 
thereby improving the distribution of investment capital available for 
mortgage financing. 

To obtain private funds for the conduct of its secondary market 
operations, the Association issues common stock, and is authorized 
to borrow money through the public issuance of debentures or notes 
in an amount equal to 10 times its total capitalization and surplus. 
The Secretary of the Treasury now holds $93 million of preferred 
stock, an amount equivalent to the sum total, as of October 31, 1954, 
of FNMA’s then $21 million of capital stock and paid-in surplus and 
of the then $72 million of surplus, reserves, and undistributed earnings. 
At this time the sum of FNMA’s capitalization and its authority to 
borrow from private investors exceeds $1 billion. 

For the purpose of increasing the capitalization to provide for the 
eventual transfer of the secondary market operations to private 
ownership, the act provides for the accumulation of private capital 
through subscriptions for FNMA common stock in an amount 4! 
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least equal to 3 percent of the amount of the mortgages sold to 
FNMA. 

In connection with its secondary market operations the Associa- 
tion pays annually into the miscellaneous receipts of the Treasury an 
amount which would be equal to income taxes for the applicable year. 

The secondary market operations became effective on November 1, 
1954, on which date FNMA published the market prices which it 
would then pay for acceptable VA-guaranteed and FH4A-insured 
mortgages delivered for purchase under immediate-purchase contracts, 
and distribution was made of complete information concerning its 
operations and requirements. Since that time it has conducted an 
active educational program to bring full information regarding its 
new operations to members of various trade groups and others who 
are prospective users of the new facility. 

The limited use made of the secondary market operations to date, 
and the extent of use thereof during fiscal year 1956, has resulted and 
will result from factors such as (1) the adequacy of available mortgage 
credits in the secondary mortgage market, (2) the restrictive effect 
of the minimum 3 percent stock purchase requirement, (3) the con- 
siderable outstanding volume of FNMA advance contracts to pur- 
chase (1 for 1 commitments), and (4) the expectation of expanded 
credit through the operations of the Voluntary Home Mortgage Credit 
Committee. The FNMA advance contracts to purchase will all ex- 
pire before June 30, 1955, but the effects of the other factors can only 
be estimated. This we have endeavored to do in our estimated 
budget figures. 

SPECIAL ASSISTANCE FUNCTIONS 


The second of FNMA’s programs, known as the special assistance 
functions, is conducted solely for the account of the Government. 

By specific authorization of the President of the United States, 
special assistance is provided for financing selected types of residential 
mortgages or participations therein that are originated under special 
conditions or programs. The special assistance functions also may 
provide special assistance through purchasing residential mortgages, 
generally, as a means of retarding or stopping a decline in mortgage 
lending and home building activities which threatens materially the 
stability of a high level national economy, but this second provision 
is not expected to become operative during fiscal year 1956. To 
effectuate these objectives, FNMA, when and as directed by the 
President, may expend $200 million for commitments and purchases 
of whole mortgages, and an additional $100 million for commitments 
to purchase 20 percent participations in mortgages. 

The President has authorized FNMA to expend special assistance 
funds aggregating $125 million for commitments and purchases of 
whole mortgages, and $50 million for 20 percent participations, cover- 
ing (1) housing intended primarily for victims of major disasters, 
such as hurricanes and floods, (2) housing in Guam, and (3) housing 
constructed or rehabilitated under urban renewal programs. In order 
to utilize the $50 million for 20 percent participations it will be neces- 
sary that $200 million of private funds for 80 percent participations 
be invested by private mortgagees. The total of $175 million of 
FNMA funds plus $200 million of private funds ($375 million), if 
employed to the maximum extent authorized by the President, would 
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constitute ‘‘special assistance’ to mortgages in the three named 
categories, as follows: 
Million 

Housing for victims of major disasters aa 
Housing in the Territory of G 15 
Housing constructed or rehabilitated under urban renewal programs-_-_______ 350 

Because of the short time that this special assistance program has 
been in effect there have not been any direct purchases to date. Hovw- 
ever, negotiations for commitment contracts by builders in Guam are 
now underway, and it is expected that considerable use will be made of 
the special assistance functions as the urban renewal program gains 
momentum. ‘This expectation is reflected in our budget requirement 
for this function. 


MANAGEMENT AND LIQUIDATING FUNCTIONS 


The third, and by far the largest, of FNMA’s programs is its manage- 
ment and liquidating functions under which the association manages 
and liquidates its mortgage portfolio, existing as of October 31, 1954, 
including mortgages to be acquired under commitment contracts 
issued on or prior to that date, in an orderly manner, with a minimum 
of adverse effect upon the residential mortgage market and miui- 
mum loss to the Federal Government. This function is also conducted 
solely for the account of the Government. 

FNMA will continue actively to liquidate its portfolio through sales 
of its mortgages to private investors. At present it is offering its 
4 percent home mortgages at 98, 4%’s at 99%, and 4%’s at 100. Sale 
prices of multifamily housing mortgages are determined by nego- 
tiation. 

SUMMARIZATION 


What I have already stated discloses that the Congress, by the new 
Charter Act, has imposed upon FNMA additional work and wholly 
new responsibilities. In summary, I will mention some examples. 

The law now dictates separate accountability for the secondary 
market operations, the special assistance functions, the management 
and liquidating functions—in many respects tantamount to the opera- 
tion of 3 corporations instead of 1. 

Purchase transactions in the secondary market operations must be 
restricted to mortgages that conform to the purchase standards of 
private institutional investors, i.e., that are ‘“‘marketable’’. As 4 
consequence, marketability criteria must be developed and admin- 
istered. Each offer to sell a mortgage to FNMA calls for careful 
analyses by FNMA, before the mortgage is submitted for purchase, of 
mortgage data and of other data bearing on the type of construction, 
age, location, and general suitability of the mortgaged property itself, 
including the character of the environs, and frequently entails inspec- 
tion of the physical property. 

All purchases in the secondary market operations must be effected 
‘at the market price for the particular class of mortgages involved. 
There is, of course, no organized mortgage exchange which quotes 
market prices of mortgages. There are frequent local sale transactions 
in all parts of the country and there is a relative concentration of such 
sale transactions in the New York area. To enable FNMA to deter 
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mine the correct market price, private buyers and sellers at many 
locations must be persuaded periodically to disclose the details of indi- 
vidual private sales. The information must then be gathered and 
analyzed. After a determination is reached, the price of any indi- 
vidual mortgage will be further affected by sundry factors, such as its 
interest rate, the amount of the borrower’s equity, the geographic 
location of the mortgaged property, and the remaining term of the 
loan. 

The funds needed in the secondary market operations to effect 
purchases will no longer be obtained in routine fashion by borrowing 
from the Treasury, but will be borrowed from private investors through 
public issuances from time to time of FNMA’s corporate obligations. 
It may become desirable to establish fiscal agency arrangements com- 
parable to those employed by the home loan banks, the Federal land 
banks, and other similar corporations. 

Unlike ordinary corporations, the Association will be issuing its 
common stock on a continuing basis, in proportion to its day-to-day 
purchases in the secondary market operations. Facilities must also 
be provided by the Association for transfers of ownership of out- 
standing common stock, and for such details as the collection of the 
proper documentary stamp taxes. 

In administering its special assistance functions the Association 
will, in accordance with the new Charter Act, undertake to enter into 
commitments to purchase 20 percent “immediate participations” in 
mortgages and to make ‘“‘related deferred participation agreements.” 
I believe that the use of participations in small home mortgages is 
wholly novel. There are no known procedures or customs. The 
worthwhile objective is to give special assistance with an outlay by 
FNMA of only 20 percent of the principal amount of the mortgages 
instead of 100 percent. A substantial educational undertaking is 
called for. 

The Charter Act indicates that the Association shall, “to the max- 
imum extent, and as rapidly as possible,” refinance the indebtedness 
to the Treasury under the management and liquidating functions. 
FNMA has already refinanced $570 million of this debt. ‘To complete 
the undertaking it will be necessary to borrow large additional amounts 
from private investors through further public issuances of FNM4A’s 
corporate obligations under the management and liquidating functions. 

The portfolio of the management and liquidating functions must be 
administered. At December 31, 1954, it consisted of 338,924 mort- 
gages securing unpaid balances aggregating $2,476,096,000. At that 
date there were outstanding commitments obligating the Association 
to purchase additional mortgages aggregating $475,741,000. 


ADMINISTRATIVE EXPENSE 


Based on the workload resulting from the new and expanded opera- 
tions, the estimated amount required for administrative expense under 
limitation for fiscal year 1956 is $3,950,000, which is 14.0 percent more 
than the amount available for fiscal year 1955. Of this amount, 26.5 
percent is estimated to be needed for the administrative expense of 
the secondary market operations and 73.5 percent for the combined 
special assistance functions and management and liquidating functions. 

Thank you, Mr. Chairman. 
Mr. Toomas. That is a very nice statement. 
58616—55—pt. 2——48 
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SuMMARY OF BupGEet REQUEST FOR 1956 


Mr. Reporter, at this juncture, will you insert pages A—3 and A-4 
in the record, and page A—5 down to “Organization.” 

Then follow that with the table on pages G-1, G—2, and then the 
table on H-1. 

(The matter referred to is as follows:) 


BupGet EstiMAtTes FoR Fiscat YEAR 1956 


The Federal National Mortgage Association is a corporate instrumentality of 
the United States, and a constituent agency of the Housing and Home Finance 
Agency. 

The Association’s general policies are determined by a five-man Board of Direc. 
tors, of which the Housing and Home Finance Administrator is Chairman, ex 
officio, 

The President of the Association, selected by the Chairman of the Board of 
Directors, is the chief executive officer and is responsible for the general super. 
vision of the business and affairs of the Association. The President exercises his 

ower in consonance with general policies determined from time to time by the 
oard of Directors. 
PURPOSES AND FUNCTIONS OF FNMA 


A new corporate charter, which greatly broadened the responsibilities of the 
Federal National Mortgage Association, was provided by title II of the Housing 
Act of 1954 (Public Law 560, 83d Cong., approved August 2, 1954). This Federal 
National Mortgage Association Charter Act authorizes FNMA— 

(1) to provide supplementary assistance to the secondary market for home 
mortgages insured by the Federal Housing Administration or guaranteed by 
the Veterans’ Administration; 

(2) upon authorization by the President of the United States, to provide 
special assistance for the financing of selected types of home mortgages pend- 
ing establishment of their marketability, or for home mortgages generally as 
a means of retarding or stopping a decline in mortgage lending and home- 
building activities which threatens materially the stability of a high level 
national economy; 

(3) to manage and liquidate the mortgage portfolio of the Association 
(acquired by purchase or which may be acquired pursuant to contracts 
entered into prior to November 1, 1954) in an orderly manner, with a mini- 
mum of adverse effect upon the home mortgage market and minimum loss 
to the Federal Government. 

In all its operations, FNMA will seek to obtain the maximum of private par- 
ticipation. s explained in greater detail in this justification, this will be accom- 
plished by substituting private capital for Treasury financing of the secondary 
market operation, issuance of the association’s nonguaranteed obligations in the 
private market, and maximum use of 20-percent immediate participations in 
mortgages selected for special assistance. 

This justification discusses each function in the order indicated above, followed 
by a financial summary of program operations. The remainder of the volume 
contains discussions of FNMA administrative expenses by organization unit and 
by object of expense. 

HISTORY OF FNMA 


The Federal National Mortgage Association was originally established in 1938 
to provide a secondary market for Federal Housing Administration insured 
mortgages. After World War II, the purpose of the Association was broadened 
to provide a secondary market also for Veterans’ Administration guaranteed 
mortgages. The Association, originally a subsidiary of the Reconstruction 
Finance Corporation, was transferred to the Housing and Home Finance Agency 
by Reorganization Plan No. 22 of 1950, to achieve better coordination of its 
policies and operations with related housing and fiscal programs. A brief sum- 
mary of the major legislative changes affecting the functions and financial limits 
of FNMA operations from inception appears as an appendix at the end of this 
justification. 

Considerable study has been given to the proper purpose and functions of the 
Government-financed secondary market for home mortgages during the past 
few years, most recently by the President’s Advisory Committee on Housilg 
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Policies and Programs. During the last session of the 83d Congress, recom- 
mendations made by the Advisory Committee and other interested parties were 
considered, resulting in a new basic charter for the Association. The new charter 
redefines the responsibilities of the Association in providing assistance to the 
secondary market for home mortgages and provides for eventual private ownership 
and operation of the secondary market facility. The special assistance functions 
of the Association, which heretofore had been exercised as a part of the secondary 
market function, were separately established with separate accountability and 
proadened by authority to purchase 20-percent immediate participations in 
mortgages which include related deferred participation agreements. The existing 
portfolio of the Association was required to be liquidated in an orderly manner, 
with a minimum adverse effect on the mortgage market. 

The new charter also prescribed that FNMA should be a constituent agency 
of the Housing and Home Finance Agency. Previously, FN MA had been a part 
of the Office of the Administrator of that agency. 


1956 BUDGET ASSUMPTIONS 


The justification contained here is based upon the President’s budget as sub- 
mitted to the Congress. The basic assumptions underlying the budgetary esti- 
mates for fiscal year 1956 are as follows: 

(1) The organizational structure of the Association will remain as currently 
constituted. 

(2) Funds for long-term investment will continue in relatively adequate supply 
in most sectors of the market and in most parts of the country. 

(3) The operations of the voluntary home mortgage credit program will suc- 
cessfully influence the availability of long-term funds for mortgages on housing 
in remote areas and for members of minority groups. 

(4) FNMA will issue obligations at rates of interest which will be sufficiently 
attractive to private investors as to permit a sizable reduction in the Association’s 
borrowings from the Treasury. 

(5) Private mortgage lending institutions will find it in their interests to partici- 
pate in FNMA’s two newest financing methods: (a) Subscriptions for common 
stock concurrent with sales of mortgages in the secondary market operation, and 
(b) use of participations to facilitate the financing of mortgages designated for 
special assistance. 

(6) The market for home mortgages will be such as to produce the volume of 
sales estimated in the budget. 


Personal services 


| 


Actual, 1954 





Estimate, Estimate, 
1955 1956 


Positions 4 ; Bie ie 1948 | 725 748 
oe salary ae tate hace a ; 1 $4, 166,550 | $3, 352, 000 | $3, 500, 215 
Man-years ipinederdelerbacdnens 1 643. 6 638. 5 724.3 
Amount a sedan | 1 $3, 030, 041 $2, 974, 800 $3, 425, 700 


' ' 


1 Includes 101 positions, $404,000 annual salaries, 67.6 man-years, and $389,642 personnel costs in the com- 
parative transfer from RFC. 


These estimates represent an increase in fiscal 1956 over fiscal 1955 of 85.8 
man-years with personnel costs increased of $450,900. This increase is dis- 
tributed as follows: 





Fiscal year | Fiscal year | oa 
1955 1956 Increase 
Man-years: 


Washington 
Field 


| 
| 





Personnel costs: 
Washington c 831 $33, 800 
Field___ jin hen aawecac , 397, , S31, ¢ £33, 800 


3, 425, 700 450, 900 
0 OLE ee a aa... Q°0°™=—: 





1552 


: — areas of increase reflected in the table are discussed in the narratives whic) 
ollow. j 
DEPARTMENTAL 


The man-year estimates for each of the organizational divisions, together wit) 
departmental salary costs, are shown on the table below: 


| | Z 
| 

1954 man-year| 1955 annitenions man-year 
requirements) estimates | estimates 


Office of the President 

Office of the Comptroller 

Office of the General Counsel 
Office of the Secretary-Treasurer 
Audit Division 

Budget Division-_-- 

Loan Administration Division 
Personne] Division 

RFC personne] utilization 


8 oe 


— 
Pm 
CHO PODNW HO 


om 


83 go 
areeSe 


—_—S lr 

POS ge 

mroONoMoaUS 
— 


© 
rt 
o 


Total departmental man-years : 4 9.1 
Total departmental salary costs $594, 200 


1 Includes $96,860 expended by RFC. 


The estimated requirements for additional man-years of employment during 
fiscal years 1955 and 1956 over fiscal year 1954 results from (1) the transfer of 
RFC Mortgage Company Defense Housing Corporation affairs from RFC to 
FN MaA for liquidation pursuant to Reorganization Plan No. 2 and the employ- 
= . additional employees necessitated by the provisions of the Housing Act 
of 1954. 

A statement covering the functions of each of the organizational units shown 
above follows: 


Office of the President 


The Office of the President serves as a focal point of the Association’s policy, 
programing and administration within the policies established by the Board of 
Directors. 


Office of the Controller 


The Office of the Controller prescribes and administers the accounting policies 
and systems of the Association and the accounting practices of its servicing 
agents; consolidates, interprets, and issues financial and statistical reports. 


TaBLe III.—Other objects of expense 


Estimate, Estimate, 
Actual, 1954 1955 1956 


Under limitation: 
02 Travel 
03 Transportation of things 
04 Communication services 
05 Rents and utility services 
06 Printing and reproduction 
07 Other contractual services: 
GAO audit expense 
Miscellaneous contractual services 


$70, 000 $90, 000 
8, 000 

72, 900 

246, 500 

22, 200 


Bees 


15, 000 
41, 800 
27, 90 

0 


38 


08 
15 


oRBS BESoe 


#5 


> 


o 
8 
~~ 
oe 
NS 


Under ial limitation: 
07 Foreign expense 
Contract legal and professional fees 
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New CHARTER oF FNMA 


\Mr. Toomas. Mr. President, FNMA was given a new charter under 
the Housing Act of 1954, was it not? 

\ir. BAUGHMAN. Yes, sir. 

Mr. Tuomas. And prior to that time FNMA had been part of the 
Office of the Administrator of the Housing and Home Finance Agency? 

Mr. BauGHMAN. That is correct. 

Mr. Tuomas. And under the new charter it is made an independent 
agency ? 

Mr. BAuGHMAN. A constituent, yes, sir. 

Mr. Tuomas. A constituent or whatever you want to call it, and it 
is governed by a five-man board? 

\ir. BAUGHMAN. Yes, sir. 

\ir. Toomas. Five Directors and the Administrator of the Housing 
and Home Finance Agency is the ex officio president? 

Mr. BAuGHMAN. He is by law the Chairman of the Federal National 
Mortgage Association Board. 


PRESIDENT OF THE BOARD 


Mr. Tuomas. Does that mean that he is ex officio president? 

Mr. BAugHMAN. He is the very active Chairman of the Board. 

Mr. Tuomas. Your language here makes him ex officio chairman. 
What does that mean as chairman? [Reading:] 

The association’s general policies are determined by a five-man board of 
directors, of which the Housing and Home Finance Administrator is chairman, 
ex Officio. 

Mr. BauguMan. I do not know how that got in there, but I would 
say that he is the very active chairman of our board. 

Mr. Tuomas. And the president is chosen by the five directors of 
the corporation? 

Mr. BauGHMAN. The president is appointed by the chairman of 
the board, and all of the officers of the association are appointed by 
the chairman of the board. 

Mr. Tomas. That is right. The other four do not have anything 
to say, but he is executive officer? 

Mr. BaugHMAN. That is correct. 

Mr. Tuomas (reading) : 

The president of the association, selected by the chairman of the board of 
directors, is the chief executive officer. 

What term is the president appointed for? 

Mr. BaucuMan. There is no limit. 

Mr. Toomas. If he is appointed by the President of the Board on 
January 1, 1955, that means he can serve until how long? 

Mr. BaugHMAN. That means he can serve at the will of the Chair- 
man of the Board. 

Mr. Tuomas. Whoever the Chairman happens to be? 

Mr. Baueuman. Yes, sir. 

Mr. THomas. Who are the other four members of the Board? 


“ Mr. BauGcHMAN. At the present time, Mr. Cole is Chairman of the 
oard. 
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Mr. Tuomas. He is Chairman by virtue of his position as Adminis. 
trator of the Housing and Home Finance Agency. 

Mr. Baucuman. Mr. Lewis Williams, Assistant Administrator for 
Administration is a member of the Board. Mr. Robert N. Reid, 
Vice President and General Counsel of the Federal National Mort- 
gage Association is a member of the Board, and myself. 

Mr. Tuomas. Is there anything in the charter or in the act which 
created FNMA as to who the other four members of the Board shal] 
be and whom are they appointed by? 

Mr. Baucuman. The charter states that they shall be appointed 
from employees of the Housing and Home Finance Agency and any 
other Government agency. 

Mr. Tuomas. I will read it into the record: 

The Association shall have a board of directors consisting of 5 persons, | of 
whom shall be the Housing and Home Finance Administrator as Chairman of the 
Board, and 4 of whom shall be appointed by said Administrator. 

They are appointed, then, by the Chairman? 

Mr. BaucuMaNn. Yes, sir. 

Mr. Tuomas (reading) : 
from among the officers or employees of the Association, of the immediate office 
of said Administrator, or (with the consent of the head of such department or 
agency) of any other department or agency of the Federal Government. 

So, as the matter stands, then, the five members of the Board are 
presently officers, agents or employees of the Office of the Admin- 
istrator of the Housing and Home Finance Agency and of FNMA 
itself? 

Mr. BavGHMaAN. Yes, sir; that is correct. 


NEW AUTHORITY AND NEW DUTIES 


Mr. Tuomas. Just what did the new act do in the way of giving 
you additional authority and additional duties over and above what 
you had under your old charter? 

Mr. BauGuMan. Well, as a constituent we have a somewhat differ- 
ent position than we did when we were under the Housing and Home 
Finance Administrator, similar to other constituents, such as the 
Federal Housing Administration and the Federal Home Loan Bank 
Board. 

Mr. Tuomas. Well, that is for fiscal affairs. What about substance? 

Mr. BauGuMan. Well, I think that our operation is still, policywise, 
directed by the Board of Directors, and in an executive capacity | 
act as executive director of the association. 

Mr. Tuomas. Did your new charter bring you new activities? | 
will put it like that. 

Mr. Baucuman. The president’s activities; is that the question? 

Mr. Tuomas. No. I said, did your new charter bring you activities 
and duties over and above what they formerly were under your old 
charter; I mean financing duties and activities? 

Mr. BavucuMan. Yes; charterwise we have greater responsibilities. 

Mr. Tuomas. That is what I am talking about, detail what they are 
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SECONDARY MARKET OPERATIONS 


Mr. BaveHMAN. Well, under the FNMA charter we have set up 
the secondary market operations, which is included in my statement 
that | have just made. 

Mr. Tuomas. I understood your statement. You had that duty 
and obligation under your old charter, did you not? 

\ir. BauGuMan. No, sir; under the old charter we operated a 
FNMA secondary mortgage market which was Government-financed, 
and it was more or less an assistance program. There was never any 
provision made for getting any private capital into it. 

Mr. THomas. Well, you had that duty and obligation before, and 
the difference between your new charter and the old charter is the 
method of financing, is it not? 

Mr. BaucHMAN. No, sir; that is not quite correct. 

Mr. Tuomas. You still ran the secondary mortgage market under 
your old charter? 

Mr. BaucuMan. We did; but it had a different aspect which was 
more comparable to what we call our special-assistance program now. 

Mr. Toomas. That is what I want. 

Mr. BauGHMAN. That program does provide for some assistance 
on special programs, but they must first be approved, and we must 
receive direction of the President of the United States before we enter 
into any program. 

Mr. THomas. Not the Chairman of your Board, but the President 
of the United States? 

Mr. BAUGHMAN. Yes, sir. 

Mr. Toomas. Detail your first operation; how does it differ under 
your new charter than under your old charter? 

Mr. BauGHMAN. The secondary mortgage operations are being 
initially financed by the Federal Government. In other words, it 
has an investment in preferred stock of $93 million. 

From then on it is financed by the sale of stock in connection with 
the purchase of mortgages, and also in addition we issue corporate 
obligations to the public or private interests who subscribe to, put 
money in for the operation of the Corporation. 

Mr. THomas. Suppose the public does not subscribe to it, then 
what happens? 

Mr. BauGHMan. We do not anticipate any reason why they should 
not subscribe. 

Mr. THomas. You have some leeway there in case they do not, to 
go back to the Treasury? 

Mr. BauguMaAN. Yes, sir; it is provided that the Treasury can buy 
our debentures. Our experience would indicate that the public will 
accept them. 

CAPITAL STRUCTURE 


Mr. THomas. Just what is your capital structure of today? 

Mr. Baveguman. The capital structure as of today is, the Treasury 
holds $93 million worth of preferred stock. 

Mr. Tuomas. That is your cash operating money? 

Mr. BaveuMan. Yes, it is available to us, that is correct. 





1556 


OTHER ASSETS 


Mr. Tuomas. What are your other assets? 

Mr. BaucuMan. We have no other assets until we purchase 
mortgages. 

Mr. THomas. What became of the old mortgages which you had 
before your beginning date, in August of 1954? 


MANAGEMENT AND LIQUIDATION OPERATIONS 


Mr. BaucuMman. Under the new charter act which became effective 
November 1, 1954, all of the assets in the previous corporation are 
included in the management and liquidation function of the new cor- 
poration, and those assets, plus our commitments that were outstand- 
ing against which we will have to purchase mortgages, will be put in 
the management and liquidation function, and then they will be 
liquidated in an orderly manner so as not to disturb the market. 

Mr. Tuomas. Can you use any of those assets in your new oper- 
ation? 

Mr. Baueuman. We cannot. 

Mr. THomas. You cannot? 

Mr. BaucuMan. No, sir. 

Mr. Tuomas. So, the only fund you have for your new operation is 
the $93 million you got from the Treasury, plus what else? 

Mr. BaucuMan. Plus the stock that is subscribed at the time they 
use the facilities of the secondary market operation, plus the money 
received from the issuance of public obligations to private interests. 

Mr. Tuomas. That is 2 steps there, is it not, 2 additional methods 
of financing over and beyond your $93 million that you originally got 
from the Treasury? 

Mr. Baueuman. That is correct. 

Mr. Tuomas. The first one is what now? 


SALES OF COMMON STOCK 


Mr. Baucuman. The sale of common stock to the users of the 
facilities of the secondary market operation. 

Mr. THomas. How much have you sold to date? 

Mr. BaucuMan. Up to date we have purchased about $336,000 in 
mortgages. 

Mr. Tuomas. In stock? 

Mr. BauGcuMaNn. In mortgages. The stock is 3 percent of that. 

Mr. Tuomas. What is the rate of purchase? 

Mr. BauauMan. It is 3 percent of $336,000. 

Mr. Tuomas. It is 3 percent of the total purchases they make? 

Mr. BaucuMan. Three percent of the sales they make to us. 

Mr. Tuomas. In other words, if they want FNMA to buy their 
mortgages they have to buy your stock? 

Mr. BaucuMan. That is correct. 

Mr. Tuomas. Is that going to work? 

Mr. Bauauman. I guess it possibly will. In a market such as we 
have at this time, a very good mortgage market, it has not worked 
with too much volume, let us put it that way. 

Mr. Tuomas. Here is X insurance company—that is about the 
way your business is transacted—here is X insurance company and, 
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to use round figures, it comes to FN MA, and they say, ‘‘Will you take 
$1 million worth of our mortgages.’”’ You say, “We will take them, 
but you have to buy $30,000 worth of our stock first’’; is that correct? 

Mr. BAUGHMAN. That is right. 

Mr. Tuomas. What sales talk do you give to X insurance company 
to get them to buy $30,000 worth of your stock in order for them to 
sell you $1 million w orth of their mortgages? 

Mr. Baveuman. I think, Mr. Chairman, that you might reverse 
the situation. If they need money real badly, and there is no other 
outlet which is more advantageous to them, they should and could 
probably use our facilities to their advantage. 


DIVIDEND ON STOCK 


Mr. Tuomas. Are they looking forward to a dividend on that 
$30,000 in stock that they buy from you? 

Mr. BauGHMAN. We are very hopeful, Mr. Chairman, that if we 
are able to secure sufficient business that we will be able to pay a 
dividend on this stock. 

Mr. Tuomas. That is just the point. What do you tell the X insur- 
ance company about that? They are looking for a dividend on that 
$30,000, or else they figure they are going to lose 3 percent of that 
$1 million in mortgages they are selling you. What are the company’s 
prospects of getting their $30,000 back or a dividend back from their 
$30,000? 

Mr. BauveumMan. I think that the prospects are excellent, Mr. Chair- 
man. 

Mr. THomas. Spell that out to us. 

Mr. BaucuMan. I think the best comparison you can make is the 
history of FNMA during the time it has been in existence, and there 
is no reason why it should not function as well. 


FNMA EARNINGS RECORD 


Mr. Tuomas. Here is a good point at which to put it in the record. 
Put in your earnings as a against } your expenses for the last 2 or 3 years 
under old FNMA. 

Mr. BaveHMAN. From its inception FNMA, over and above all 
expenses and costs, has made $171 million. 

Mr. Toomas. How much is that on an annual basis? 

Mr. BaueumMan. On an annual basis, of course, it varies, but the 
net income in 1950 was $17,462,000. 

Mr. THomas. The net income for 1950? 

Mr. BAuGHMAN. Yes, sir. 

Mr. THomas. How much business did you do that year in order to 
earn that $17 million? 

Mr. BauguMan. Our average portfolio during that time was $801 
million. 

\r. THomas. Go ahead. 

Mr. Baveuman. In 1951 the net income was $22,467,000, with an 
average portfolio of $1,334 million. 

Mr. Toomas. Does that average portfolio figure of $1,334 million 
mean that you did that much business? 

Mr. Bavcuman. No, we would have to give you our purchases and 
sales during the year w ‘hich I do not have now. 





1558 


Mr. Tuomas. Where does your income flow from, your purchases 
and sales, or is that on top of your portfolio? 

Mr. BauGcuMan. In the old FNMA it flowed from the investment. 

Mr. Tuomas. Not from the purchases and sales? 

Mr. BaueuMan. That is correct. 


DISCOUNTS IN SALE OF MORTGAGES 


Mr. Tuomas. Under the old FNMA did you have any authority 
to discount your paper? 

Mr. BaucuMan. Not at that time, we paid par for it—— 

Mr. Tuomas. Were you authorized to sell it for a discount? 

Mr. Bauveuman. We did not sell at a discount until the fiscal year 
1954. 

Mr. Tuomas. The calendar year 1953 is when you began to sell? 

Mr. BaueuMan. Beginning July 1, 1953. 

Mr. Tuomas. That is right. What was your discount then? 

Mr. BauauMan. We discounted our 4 percent paper at that time: 
the 4 percent mortgages sold at 96, and on our 4% percent paper— 
97% and 4% percent mortgages at par. 

Mr. Tuomas. By discounting the mortgages 4 points in other words, 
on every $100 in your mortgages which you discounted there was $4, 
is that what you mean? 

Mr. BauveuMan. That is correct. We changed the price, increased 
the price effective January 29, 1954. 

Mr. THomas. But by taking that discount, certainly over the length 
of the mortgage you did not lose anything, you made money, is that 
correct? 

Mr. BauGuMan. Yes, sir; that is correct. 

Mr. Tuomas. Continue on your total, where you got up to $22 
million. 

Mr. BauGcuMan. In 1952 we made $28,806,000, with an average 
portfolio of $1,860 million. 

In 1953 we made $33,364,000. 

Mr. Tuomas. That was the last year of operation under the old 
FNMA, where your income was derived from the interest on your in- 
vestment? 

Mr. BaucuMan. We have one other year, 1954, Mr. Chairman. 

Mr. Tuomas. You have a half year in 1954? 

Mr. BauauMan. No, a full year. 

Mr. Tuomas. That is right; you went into effect in September 1954. 
Go ahead. 

Mr. Bauauman. In fiscal 1954 we made $24,753,000, with an 
average portfolio of $2,399 million. 

Mr. Tuomas. Do you have any record of your earnings for the period 
of time when you were permitted to discount your paper? 

Mr. Baveuman. The fiscal year 1954 included that period in which 
we were permitted to discount our paper. 

Mr. THomas. That was on a 6 months’ basis? 

Mr. BAuGHMAN. On a year’s basis. 

Mr. Tuomas. Did you have a full year, or about 6 months? 

Mr. BauauMan. We had a full fiscal year, taking the discount out, 
we still made $24 million. 
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Mr. THomas. What is your second method of financing or, rather, 
your third? 
“ Mr. BaucuMan. The special assistance program, is that the one 
you are asking about? 
" Mr. Tuomas. I am talking about your third method of financing. 


ISSUE OF DEBENTURES 


Mr. BauGuman. On the secondary market operations, as we need 
funds, and the volume of business requires it, we will issue our deben- 
tures to the public, and we will use that money in the purchase of 
mortgages. 

Mr. Tuomas. What are your prospects of selling these debentures 
to the public? 

Mr. BaucuMan. I would think that they are excellent because we 
have had such a good response on the debentures we have already 
sold to the public. 

Mr. Tuomas. Is this preferred stock that you are going to sell to 
the public? 

Mr. BauGHMAN. No, it will be notes or debentures. 


DIVIDENDS ON DEBENTURES 


Mr. THomas. What dividend will you pay? 

Mr. BaucuMan. It depends on the market at the time the issue is 
put out, sir. On the issue we have already financed we pay 2 percent 
interest on a 3-year note. 

Mr. Tuomas. In other words, it is a straight out promissory note 
you are selling to the public? 

Mr. BAucHMAN. Well, the notes are secured by the mortgages 
which are within the portfolio. 

Mr. THomas. What return on the money can you reasonably offer 
to them? 

Mr. BauGuMAN. That would be the rate at which the debentures 
are issued. 

The issue that we have put out in January carries the 2% percent 
rate. There is not any reason why we should not be able to pay it 
in the future. 

PURCHASERS OF DEBENTURES 


Mr. THomas. Who are the likely purchasers under those circum- 
stances? 

Mr. BauGHMAN. On the issue made in January, 85 percent of the 
subscriptions on the $570 million worth of debentures sold were to 
commercial banks. 

Mr. THomas. What is the due date on that paper? 

Mr. Bauguman. Three years from the date of issuance in January. 

Mr. Tuomas. You sold $570 what? 

Mr. BavGuMaNn. $570 million. 

Mr. Tuomas. Plus $93 million that you got from the Treasury? 

Mr. BaugumMan. No. You asked me whether or not these deben- 
tures on the secondary market operations would be marketable, and 

said on a comparable basis we feel that they will be, because in 
issuing debentures under the management and liquidation portfolio 
Wwe were able to dispose of them satisfactorily. 





1560 


OPERATING CAPITAL 


Mr. Tuomas. You are going to use that $570 million as operating 
capital? : 

Mr. BaucuMan. We immediately turn that into the Treasury to 
reduce our debt to the Treasury, and as we do need funds in the man. 
agement and liquidation portfolio for the purchase of mortgages 
under the commitments which are outstanding, we will have to draw 
down some money to purchase mortgages. 

Mr. Tuomas. Is that chargeable against mortgages you had prior 
to, say, November 1, 1954? 

Mr. BauGcunan. It is. 

Mr. Tuomas. When you liquidate those old debts into the Treasury 
you cannot operate on it? ' 

Mr. BaucuMan. No, sir, we will not operate in the liquidation and 
management portfolio any more than we had on hand on November |, 
1954, plus what we have to purchase against our commitments out- 
standing as of that date. 


SOURCE OF ADDITIONAL FUNDS 


Mr. Tuomas. Suppose you need $1 billion now in the next 6 months’ 

Mr. BaucuMan. On the secondary market operations? 

Mr. Tuomas. Yes. Where will you get the money? 

Mr. BaucuMan. We expect that we will be able to issue debentures 
to the public to bring in the money to purchase mortgages, if it is neces- 
sary to do so. 

Mr. Tuomas. In January you sold $570 million. 

Mr. Baucuman. Yes, sir; that is correct, Mr. Chairman, against 
the management and liquidation portfolio. But those are two sep- 
arate and distinct items, but they are very comparable, and there is no 
reason why the public, in our opinion, should not buy the debentures, 

Mr. Tuomas. In other words, you have the same rate of interest 
on what is going to be in your new portfolio compared to what you 
had in the portfolio prior to November 1954? 

Mr. BaucuMan. It could be the same, but it depends on the condi- 
tion of the market at the time the debentures are issued. 


GUARANTEE ON DEBENTURES 


Mr. Tuomas. Is there any guarantee by the Federal National Mort- 
gage Association on these debentures that you are selling to the public’ 

Mr. BaucuMan. On the ones that have already been sold, we have 
a letter from the Secretary of the Treasury stating that he has agreed 
to lend to FNMA should they ever become due and we do not have 
the funds to buy them. 

Mr. Tuomas. You stress the point that there is no guarantee on the 
part of the Government. 

Mr. Baueuman. That is correct. 

Mr. Tuomas. But it is tantamount to a guaranty when you ge! 
a letter from the Secretary of the Treasury stating that he is going t 
— those off of your hands if you do not have the funds to liquidate 
them. 

Mr. BaveuMan. Well, Mr. Chairman, I want to make it clear that 
that only applies to the management and liquidating function debet- 
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tures. We will not have that guaranty on the secondary market 
operations. However, we do have the $93 million cushion in preferred 
stock, and whatever common stock we may have in our balance 
which backs up our debentures in the new operation. 

\ir. Tuomas. Three percent accrues from your sales? 

\ir. BaugHMAN. There will be that backstop for the bonds, which 
you do not have in the other portfolio. 

’ Mr. Toomas. Well, suppose you do not make any purchases, and 
you do not get any accruals by virtue of your 3 percent, then where 
are vou? 

Mr. BaveHMAN. If we do not make any purchases there is not any 
use for the facilities, and if the people who recommended this opera- 
tion do not take advantage of or use the facilities, then, of course, it 
js not required. However, we think they will be used. 

Mr. Tuomas. You think the people who are holding sizable amounts 
are going to want you to take these mortgages off of their hands, 
and if you do they are going to buy your stock? 

\Mr. BAuGHMAN. Yes, they must purchase stock if they sell mort- 
gages to us. 

Mr. THomas. Everybody wants to sell. Apparently that is the 
only way you are going to make any money. 

Mr. BAucuMAN. That is correct. 

Mr. Tuomas. Then you are going to have to go out and sell de- 
bentures? 

Mr. BauauMAN. That is correct. 

Mr. Tuomas. You are walking right squarely into a sellers’ market 
all the time in both steps, then, are you not? 

Mr. Bauveuman. If the financial market is such as to make it 
necessary 

Mr. Tuomas. If an insuranee company wants to sell to you, in the 
final analysis before you can buy from them you have to go out and 
sell some debentures to the public, do you not? 

Mr. BaveuMan. That is correct. 

Mr. Tuomas. Do you think the public is going to want to buy at 
the same time the big financial houses want to sell? 

Mr. BauauMAN. Well, I would like to say just a word on that 

Mr. Tuomas. There is the meat in the coconut right there. 

Mr. Baveuman. I do not think, Mr. Chairman, that you grasp 
the financial situation just the way it should be. 

Mr. Tuomas. Straighten me out on it. 


CHARACTERISTICS OF SECONDARY MARKET 


Mr. BaugHMAN. The big insurance companies have never dealt 
with FNMA. They do not sell mortgages to FNMA at all. It is 
the small-mortgage broker, the banker, and some fairly good-sized 
ones that use the facilities of FNMA. 

The insurance companies as a rule retain in their portfolios what- 
ever they purchase, but there are a great many mortgage brokers 
and banks who create mortgages in small and large amounts and who 
also sell these mortgages to investors such as insurance companies 
and savings banks and large investors in New York, but there are 
some who do not have any of those connections and who probably 
will use the services of FNMA for this purpose. 
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Mr. Tuomas. The small fellow accumulates mortgages, and he js 
acting as fiscal agent for one of the big banks or trust companies. 

Mr. Baucuman. No, sir; that is not true all of the time, Mr. Chair. 
man. 

Mr. Tuomas. It is not true all the time, but it is true a great 
proportion of the time. 

Mr. BaucuMan. I said that a great number of them do have out. 
lets for their mortgages which they sell to these large institutions, 

The purpose of our secondary market operation was to create this 
privately financed facility which is eventually to be turned over to 
management by private interests to get the Government out of the 
mortgage business. 

Mr. Tomas. You are sure the big people are not going to be doing 
the selling at the same time that they are going to be doing the buying? 
You are not looking for the small investors and the public to buy the 
debentures—you are depending on the big banks, trust companies, 
life-insurance and fire-insurance companies ‘to do your buying? 

Mr. Baucuman. I think that the commercial banks will buy the 
debentures. That has been proven by the issue which is already out. 
Eighty-five percent of it went to the commercial banks, not to the 
insurance companies. 

Mr. VursE.Lu. In case of a distressed mortgage market, by the 
same token, could the commercial banks call on the Government to 
take over their bonds or their debentures? 

Mr. BaucuMan. No, the Government in that case would not be 
obligated to take them over. 

Mr. Vursevu. The letter from the Secretary of the Treasury 
would not cover that? 

Mr. BaueuMman. They would have to wait until maturity. 

Mr. VursELL. I see. 

Mr. Baueuman. If the funds were not available FNMA would 
borrow funds from the Treasury to lift them, but funds received 
from the sale of obligations to private investors have to be given 
into the Treasury. 

Mr. Vursetu. What is the term on these debentures? 

Mr. BauGuMaNn. Three years. 

Mr. Tuomas. Two and a half percent is the rate of interest? 

Mr. BAUGHMAN. Yes, 2% percent. 

Mr. Tuomas. That is pretty good interest. 


BUDGET ASSUMPTIONS 


This is worth repeating. It is already in the record, but I would 
like to read it: 


The basic assumptions underlying the budgetary estimates for fiscal year 1956 
are as follows: 

(1) The organizational structure of the Association will remain as currently 
constituted. 

(2) Funds for long-term investment will continue in relatively adequate supp 
in most sectors of the market and in most parts of the country. 


Mr. Baueuman. That is correct. 

Mr. THomas. That is a good, sound, substantial statement. 
Mr. BaueauMan. We feel that it is; yes, sir. 

Mr. THomas (reading): 


(3) The operations of the Voluntary Home Mortgage Credit Program— 
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that is now the one set up under the Office of the Administrator of the 
Housing and Home Finance Agency? 

Mr. BAuGHMAN. That is correct. 

Mr. THomas (reading): 
will suecessfully influence the availability of long-term funds for mortgages on 
housing in remote areas and for members of minority groups. 

That is purely wishful thinking as of today, is it not? 

Mr. BauGHMAN. lf you would like me to comment on it, I think 
that it takes time to get any program going. I think the organization 
is established, and the point at issue now is to get funds into the 
VHMC operation, and I am very hopeful it will work. 

Mr. Tuomas. It is an educational process, and when the process 
is completed, do you think it will work? 

Mr. BaugHMAN. We are very hopeful, sir. 

\lr. THoMAs (reading): 

(4) FNMA will issue obligations at rates of interest which will be sufficiently 
attractive to private investors as to permit a sizable reduction in the Association’s 
borrowings from the Treasury— 

Your $570 million loan in January sort of bears out that statement. 

Mr. BauGHMAN. That is correct. 

Mr. THomas (reading) : 

(5) Private mortgage lending institutions will find it in their interest to par- 
ticipate in FNMA’s two newest financing methods— 
namely they sell to you in the secondary operation and buy 3 percent 
of the sales. 

Mr. BaveguHMaN. To buy stock in that amount. 

Mr. Tuomas. And the other is to buy your debentures? 

Mr. Baueuman. That is correct. 

Mr. Toomas. Unguaranteed? 

Mr. Baveuman. Not guaranteed, but with a good backstop of $93 
million in preferred stock, plus whatever the common stock may cost. 

Mr. Tuomas. And the debenture are supported by whatever is in 
your portfolio? 

Mr. BaueuMan. That is correct. The debentures are supported 
by the mortgages in the portfolio. 

Mr. Tuomas. You have under No. 5: 

(a) Subscriptions for common stock concurrent with sales of mortgages in the 
secondary market operation, and (b) use of participations to facilitate the financing 
of mortgages designated for special assistance. 

Your debentures are going to cover your latest costs under your 
new charter, but they are not going to cover those mortgages you had 
under your old charter, is that correct? 

Mr. BaucumMan. New debentures which are sold in connection with 
the secondary market operations will apply only to those operations. 

The second sentence which you read there refers to special assistance 
that is financed solely by the Government and for the account of the 
Government. Those are the programs which are directed by the 
President of the United States. 

Mr. Yarrs. Will this be applicable as well when you are in private 
ownership that you will facilitate the financing of mortgages designed 
lor special assistance? 

_ Mr. Baveuman. That will not apply to the ones where they are 
i private ownership. It does not apply now. 
We have a third subhead. 
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MANAGEMENT AND LIQUIDATING FUNCTIONS 


The management and liquidating functions and special assistance 
functions, both of which are conducted solely for the account of the 
Government. 

Mr. Yatses. At the present time? 

Mr. BAuaguMaAN. Under our new charter. 

Mr. Yatss. All right. 

Mr. BaucuMan. The secondary market operations are financed 
entirely privately with the exception of the initial investment of the 
Federal Government of $93 million, which I have mentioned. 


BUDGETARY EXPENDITURES 


Mr. Tuomas. Let us read this paragraph in here, and I would like to 
have you explain it: 

The net effect of FNMA’s operation upon budgetary expenditures is estimated 
at $242.7 million in 1955 and $192.9 million in 1956. 

What does “upon budgetary expenditures” mean? 

Mr. BaucuMan. Withdrawals from the Treasury, and the minus 
of $192.9 million is repayment to the Treasury. 

Mr. Tuomas. By the sale of those mortgages which you had on 
hand before your new charter? 

Mr. BaucuMaNn. By the sale of those mortgages, plus the receipts 
from any additional issue of debentures which will be made in that 
year. 

Mr. THomas. You continue: 

However, the computed effect on budgetary expenditures does not give a full 
picture of the net reduction in borrowings from the Treasury which are directly 
reflected in the public debt. Because of the budgetary treatment of financing 
through nonguaranteed obligations, the full effect of F NMA’s private financing 
is not reflected. 

Explain those two statements. 

Mr. Bauauman. I will ask Mr. Eiseman to explain that. 

Mr. Exseman, I think the simplest thing to do would be to submit 
a memorandum for the record on that because it is a very technical 
concept as to what types of transactions you count as an offset to the 
public debt. We tried to persuade the Bureau of the Budget and the 
Treasury that the transactions that took place here recently should be 
an offset to the public debt, and if estimated under budgetary e- 
penditures would have been net budgetary receipts in the amount of 
about a half billion dollars. 

Mr. THomas. Certainly, in liquidating the portfolio that you ac- 
quired before your new etaes whatever you turn into the Treasury 
ought to be reflected as a reduction in the public debt, should it not? 

Mr. E1seman. That was the point of view we took. Would you 
like to have a statement on that? 

oy Tuomas. I think we might. What position did the Treasury 
take! 

Mr. E1seMman. I hesitate to represent the view of the Treasury. | 
think perhaps the simplest way to state it is that they did not want the 
public debt to be reduced until the FNMA mortgages held in the port- 
folio were 

Mr. Tomas. Liquidated? 
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\lr. ErsemMan. Or disposed of. 

\ir. THomas. What do you mean, “disposed of’? 

Mr. E1rseMAN. Sold and out of the portfolio. In other words, at 
this time, they do not recognize the exchange of this FNMA as a 
credit against the public debt. 

Mr. Tuomas. Selling them does not mean payment; these are 20- to 
25-vear mortgages that were guaranteed by the Veterans’ Administra- 
tion. or by FHA. 

Mr. Erseman. I think that is a question apart from the effect on 
ithe public debt. The charge is made against the public debt first 
when the FNMA borrows money from the Treasury to purchase the 
mortgages. Now, when FNMA goes into market largely to liquidate 
the charges of the borrowed money and repays it, our view was that 
this should then be a credit against the public debt. That view then 
was agreed upon and is reflected in the budget, which is that that 
offset of the public debt will not occur until the mortgages are dis- 
posed of. 

(The following statement was submitted subsequently to clarify the 
preceding testimony:) 


Nore.—The above discussion does not draw a clear enough distinction between 
two related but different fiscal concepts: on the one hand, transactions which affect 
the public debt; and on the other hand, transactions which affect budget expendi- 
tures or the budget surplus or deficit. 

Mortgages in the FN MA liquidating portfolio were porchased by funds advanced 
by the Treasury from public debt receipts in exchange for the association’s notes. 
such advances increased the public debt subject to limitation. Conversely, when 
the association (under the new authority in the 1954 Housing Act) sells non- 
guaranteed deberitures in the private market and applies the proceeds to reduce 
its indebtedness to the Treasury, the transaction acts to reduce the publie debt 
subject to limitation. 

It was the Agency’s suggestion that the restoration of funds to the Treasury 
through this procedure also should be treated as budget receipts (or an offset to 
budget expenditures) and would therefore act to reduce the budget deficit. How- 
ever, since the FNMA management and liquidating operation is to all intents and 
purposes & wholly owned Government corporation, the Bureau of the Budget 
letermined that such treatment would not be in accordance with accepted budget 
practice. Budget receipts and expenditures for wholly owned Government 
corporations are generally based on the results of operations such as purchase and 
sale of mortgages and other assets, interest income and expense, etc.; borrowings 
aud repayments, whether involving the public or the Treasury, are not counted 
in budget receipts or expenditures. 

The above approach was applied in this case on the premise that retirement of 
indebtedness to the Treasury through the issuance of debentures—even though 
honguaranteed—resulted merely in a change of the form of financing and not in 
liquidation of the underlying assets in the mortgage portfolio. Accordingly, it 
was determined that budget receipts will be recognized at such time as the mort- 
gages are actually disposed of by the association. On that theory, the budget 
does not treat the return of funds to the Treasury as a result of the issuance of 
debentures for private sale as having any effect on the budget deficit. 


Mr. Yares. Are the FNMA mortgages a debit against the public 
debt now? 


Mr. Eriseman. What FNMA borrows from the Treasury only. 


SECONDARY MARKET OPERATIONS 


Mr. THomas. We will insert in the record at this point page B-1, 
secondary market operations. 
‘The statement referred to follows:) 


58616—55—pt. 2——49 
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Secondary market operations— program highlights 


[Dollars in thousands] 


1955 estimate | 1956 estima; 


Vung 





Principal amounts of mortgages: 
Mortgages on hand, beginning of year . 
Purchases during the year-_- $150, 000 
Sales during the year-_-_- 48, 000 

scahanun sete 2,000 | 7 
Mortgages on hand, end of year ‘ 100, 000 | 175, 

Financing: 

Treasury purchase of preferred stock ; 91, 939 |_. 
Subscriptions to common stock---- 
Nonguaranteed borrowing from the public 


$100 
200, ( 
119, 5x 


a tach is sel tres gpa a ae 
BONN i 6 a ahs ce dinwedgoensnen be dunscsnessnaseescuceducuecdblsonseus 
Income tax equivalent paid to Treasury .-_---- 


Net income after tax equivalent 
Provision for dividends: 
Preferred stock 
Common stock 


Retained earnings, end of year 








PROGRAM HIGHLIGHTS 


Mr. Tuomas. It says here that the mortgages on hand at the begin- 


ning of the year, under the secondary market operations, $100 million. & 


You do not show any for 1955 because it came into existence when? 

Mr. BaucHuMan. November 1, 1954. 

Mr. Tuomas. The purchases you have here are $200 million for 
1956; and you give purchases during the year 1955, $150 million. That 
goes back to your old charter, does it not? 

Mr. Baucuman. It does not. That is the fiscal year 1955 figure 
November 1954, was when the new charter became available. 

Mr. Tuomas. That is about an 8-month period? 

Mr. BauGHMAN. Yes. 

Mr. Tuomas. Mortgages on hand at the end of the year, $100 mi- 
lion. Evidently you sold $50 million and you estimate for 1956 you 
will have $175 million. 

Mr. BauGHMaNn. Yes. 

Mr. Tuomas. Under financing, the Treasury purchased $91,939, (0) 
of the preferred stock and subscription to the common stock was 
$4,500,000; the nonguaranteed borrowings from the public—you dit 
not have any in 1955—but there is set up for 1956, $59,500,000. 

On this table you show that your income jumped to $8,298,00! 
over and above your 1955 income; that is, for about an 8 months 
period, is it not? 

Mr. BauGuMan. Yes. 

Mr. Tuomas. From the $3,784,000? 

Mr. BauGHMAN. Yes. 

Mr. Tuomas. And you charge for 8 months in 1955, for expenses 
$875,000, against, in round figures, $2.1 million for 1956, and you ar 
going to pay an income tax, I notice, of $3,109,000 for 1956. 

Those are nice figures. I hope they pan out that way. 

Mr. Baucuman. We do too. 
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Mr. Tuomas. Here is a paragraph worthy of note and I am reading 
from B-3: 


The secondary market operations of the Federal National Mortgage Association 
under its present charter are designed to provide supplementary assistance to the 
secondary market described above. The need for such an instrumentality has been 
demonstrated in areas removed from financial centers where mortgage funds are 
scarce and to a lesser degree, in areas where mortgage funds are available only in 
limited amounts. This need was recognized by the President’s Advisory Com- 
mittee in its report of December 1953. The report stated in part: 

“Communities of 10,000 population or less were faced with home financing 
problems which stemmed from three circumstances: First, the local pools of 
savings are generally inadequate for substantial home financing activities; second, 
major sources of funds outside the local communities are hesitant to enter these 
markets in adequate volume because of higher servicing costs and doubts about 
favorable experiences in view of the relatively limited marketability of homes in 
smaller communities. And, third, it has been suggested that local sources of finance 
have generally not made aggressive efforts to solve the home financing problems 
of their areas, either because of the inertia or lack of appreciation of the problems 
and opportunities that are present.”’ 


Here is a paragraph on page B-2 that is worthy of note: 


Secondary market funds are primarily supplied by institutions having large 
accumulations of long-term funds for investment, such as life insurance companies 
and savings banks in various parts of the Nation. These institutions usually 
either buy mortgages which are originated by mortgage companies or other local 
lenders, or make mortgage loans in their own name through local correspondents 
and agents. 


PURCHASE PRICE OF MORTGAGES BOUGHT BY FNMA 


I think all of B—7 ought to be placed in the record. 
(The statement referred to follows:) 


SPECIAL ACCEPTABILITY REQUIREMENTS 


FNMA will not purchase mortgages which it believes will prove unacceptable to 
private investors. Accordingly, several restrictions have been adopted as policies 
of FNMA to assure that only mortgages of such quality, type, and class as gen- 
erally meet purchase standards of private institutions will be purchased. These 
restrictions include: 

(1) The unpaid principal amount and the unexpired term must exceed certain 
minimum limitations, since private investors are commonly averse to buying 
mortgages which do not promise a sufficient return over a long enough period to 
make their retention worth while. 

(2) The marketability of the mortgage should not be materially restricted by 
any circumstances of, or conditions affecting, the mortgagor, present owner, or 
their affairs that would cause the mortgage to become delinquent. 

3) Further, the marketability of the mortgage should not be materially re- 
stricted by any circumstances of, or conditions affecting, the mortgaged premises 
that adversely affects the value or marketability of the mortgage or that would 
cause private investors to regard the mortgage as unacceptable for prudent 
ivestment. 


PURCHASE PRICES 


The price to be paid for a mortgage purchased by FNMA in its secondary 
narket operations is established at the market price for the particular class of 
mortgages involved, as determined by FNMA. The price paid by FNMA for 
A inortgage which meets its acceptability requirements varies in accordance with 
he remaining term of the mortgage, its interest rate, the location of the mort- 
baged property, and the ratio of the outstanding principal balance of the mortgage 
Othe lesser of (a) the valuation of the property or (b) the purchase price of the 
roperty. 

Variable purchase prices of this type are commonly employed in the secondary 
larket by private investing institutions. The Association has issued to interested 
parties a schedule of purchase prices at which acceptable mortgages will be con- 
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sidered, taking these pertinent factors into consideration. This purchase pric 
schedule is subject to change without notice from time to time, in order to adjug 
FNMA secondary market operations to the fluctuations of the secondary marke 
and to assure that excessive use is not made of FN MA’s facilities. 


Mr. THomas. You state on page 7: 


Purchase prices: The price to be paid for a mortgage purchased by FN MA jy 
its secondary market operations is established at the market price for the par. 
ticular class of mortgages involved, as determined by FNMA, 


In other words, if there is any discount you are going to set the 
discount; is that correct? 

Mr. Baucuman. That is correct. 

Mr. Tuomas (continues reading): 


The price paid by FNMA for a mortgage which meets its acceptability pm. 
quirements varies in accordance with the remaining term of the mortgage, its 
interest rate, the location of the mortgaged property, and the ratio of the out 
standing principal balance of the mortgage to the lesser of (a) the valuation of 
the property or (b) the purchase price of the property. 

Variable purchase prices of this type are commonly employed in the secondary 
market by private investing institutions. The Association has issued to interested 
parties 9 schedule of purchase prices at which acceptable mortgages will be con- 
sidered, taking the pertinent factors into consideration. This purchase price 
schedule is subject to change without notice from time to time, in order to adjust 
FN MA secondary market operations to the fluctuations of the secondary marke 
and to assure that excessive use is not made of FN MA’s facilities. 


And I have a note here: This is the authority wherein FNMA doe§ 


some discounting. That is the meaning of that language; is it not? 

Mr. BauGcuMman. I might add, Mr. Chairman, that the statute 
requires that we fix these prices at market prices. 

Mr. Yates. Fix the price? 

Mr. BauGHMAN. Yes. 

Mr. THomas. That means that you have the authority? 

Mr. Baucuman. It directs us. 

Mr. Tuomas. Not only does it direct you to fix the price, but i 
does not direct you to fix it to get a discount. 

Mr. BaucuMman. These are purchases. It directs that we shall 
shall purchase mortgages at the market price. 

Mr. Tuomas. There is no flexibility in that directive to you; its 
mandatory? 

Mr. Baucuman. It is. 

Mr. Tuomas. But you fix the market price? 

Mr. BauGuMan.: That is correct. . 

Mr. Tuomas. There is all the authority you need for fixing the 
market price and to say what you pay? 

Mr. BaucumMan. We determine the market price after a survey 
the particular area in which we are purchasing mortgages. 

Mr. Yares. At the fixed price? 

Mr. BauGHMaN. Yes. 


SUMMARY OF WORKLOAD 


95,000 


Mr. Tuomas. You figure you are going to buy about 
mortgages in 1956; that you will sell about 14,950 and that you ! 
service, during that time, about 17,775. Is that correct? 

Mr. BaucHMan. That is correct. 
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SpecrAL AssIsTANCE FuNcTIONS 


Mr. Toomas. What about your special assistance functions? 
We will place in the record page C—1 at this point. 
(The statement referred to follows:) 


Special assistance functions—Program highlights 


[In thousands of dollars] 


1955 estimate 1956 estimate 


| 
Mortgages and participations on hand, beginning of year- ------- . 22.5 
Purchases of mortgages and participations_---...-...--- ; s 3.0 | 167. 
ss ag Sik d Sala bs ob ephpdds Jadine 66 beers acai 25. 
Repayments and other credits... ---..-----.- S pdaacsreadaas ee 5 | 4. 
Mortgages and participations on hand end of year_----- anne 5 | 160. ! 
Commitments to purchase mortgages and participations 24.6 | 162. 
Commitments expired or canceled _--.-.....--.-.-------------.-- wii 3. 4.: 
Undisbursed commitments, end of year 5 





1 Includes deferred participation agreements outstanding at end of year, 31.4. 


TYPES OF HOUSING TO BE ASSISTED 


Mr. Tuomas. Specifically, what do you do under ‘‘Special assist- 
ance functions;”’ before you can make any purchases, you have got 
to get authority from the President of the United States, is that 
correct? 

Mr. BavauMan. The President of the United States designates 
certain special housing programs, and he has already designated three. 
Under ‘‘ Disaster” the purchase of mortgage loans on homes where 
there were victims of major disasters. 

Mr. THomas. Yes. 

Mr. Bavueuman. The purchase of mortgages in Guam, and the 
purchase of mortgages and participation on housing in urban renewal 
programs, 

LIMITATION ON SPECIAL ASSISTANCE 


Mr. THomas. Is there any limitation set upon any of those 
programs? 

Mr. BaugHMAN. The limitation by statute is $200 million for the 
purchase of whole mortgages; $100 million for the purchase of 20- 
percent participation in mortgages, with related deferred agree- 
ments—— 

Mr. Tuomas. I am talking about the three classes which you have 
already purchased, as described in “Special functions.” 

Mr. BauguMan. The limitation on the 3 classifications is $15 
million for Guam; $10 million for the disaster mortgages, and $150 
million for 

Mr. Toomas. Slum clearance? 

Mr. BaugumMan. Urban renewal; yes. 

Mr. THomas. Is that limitation set by the President in his original 
declaration or does FNMA set that? 

Mr. Baveuman. The President established that with his directive. 


ASSISTANCE FOR GUAM 


Mr. Vursety. Will you comment on the activities in Guam and 
the reasons for them? "I am not doubting that it should be done. 
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Mr. BAuGuMAN. The reason for assistance in Guam is that it jg 
entirely new. The financial institutions are willing to put up con- 
struction money, but they are not willing to hold mortgages in Guam, 

This is true with practically all areas that are being developed. 
Alaska had the same problem and of course, Guam, being new, has g 
similar one. There isno money in Guam to take care of this situation 
if they are going to develop there. 

Mr. Vurseuu. Are these houses for the people of Guam or some 
of our people, mostly? 

Mr. BauauMan. They are for the people of Guam. Of course, there 
are a great many who go there from the States; it involves both. 

Mr. Tuomas. You say it is $10 million for Guam; $15 million for 
disaster mortgages and $150 million for slum clearance—urban re- 
newal? 

Mr. Baucuman. It is the reverse; $15 million for Guam; $10 million 
for disaster mortgages. 

Mr. Tuomas. And $150 million for slum clearance? 

Mr. BAuGHMAN. Yes. 

Mr. Tuomas. Insert page 3 in the record at this point, please. 

(The statement referred to follows:) 

TYPES OF HOUSING TO BE ASSISTED 

During the budget periods covered by this justification, it is expected that the 
President will determine it in the public interest to provide special assistance 
from FN MA for three general types of mortgages: 

(1) Mortgages insured by FHA or guaranteed by VA covering housing in 
areas where assistance is needed to prevent or rehabilitate slums and blighted 
areas; 

(2) Covering housing in defense areas programed by the Housing and Home 
Finance Administrator, disaster housing in areas determined by the President 
to be areas of major disaster, and housing on or near military and AEC installa- 


tions insured under title VIII of the National Housing Act; and 
(3) Covering housing in the Territories and possessions of the United States. 


PURCHASES OF MORTGAGES 


Mr. Tuomas. Referring back to page C-1: For 1956, you have here 
under special assistance, you are going to buy about $167 million of 
mortgages? 

Mr. BaucuMan. That is correct. 

Mr. Tuomas. What is the basis for that figure? The biggest item 
is——— 

Mr. Baucuman. Urban redevelopment. 

Mr. Tuomas. And that is going to be a slow, drawn-out process, 
something that you cannot control. It is something that the Adminis- 
trator’s Office, and the Housing and Home Finance Agency cannot 
control, because in the final analysis it goes back to the local com- 
munities. 

This figure of $167 million you anticipate in purchases for 1956, 
of course, is largely a guess and probably it will not be more than $25 
million. 

And then you have mortgages and participations on hand at the 
end of the year of $160,500,000. That figure could be cut down to 
less than $25 million could it not at the most, and then you have 
$150 million set up for slum clearance—urban redevelopment program. 
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FINANCIAL SUMMARY OF ALL PROGRAMS 


Mr. Tuomas. We will insert the summary of FNMA appearing on 
pages EK-1, 2, and 3. 
(The statements referred to follow:) 


FEDERAL NATIONAL MoRTGAGE ASSOCIATION 
FINANCIAL SUMMARY OF ALL PROGRAMS 


The three chapters of this justification which precede this financial summary 
ave set forth the programs for which fiscally separate accountability is required 
y the Charter Act. However, since FN MA is operated as a single integrated 
agency with one administrative expense limitation and a single budget and staff, 
a consolidated presentation of total activities of all three programs will be useful 
to the committee in considering the budget estimates. 


Summary of FNMA portfolio results 


FN MA’s financial condition is influenced by the amounts involved in mortgages 
purchased, sold, repaid or otherwise disposed of. The following table shows 
program operations and portfolio results in fiscal years 1954, 1955, and 1956: 


{In millions of dollars] 





Mortgages purchased: 
Secondary market operations 
Special assistance functions 
Management and liquidating 


Mortgages sold: 
Second market operations 
Special assistance functions 
Management and liquidating 


‘epayments and other credits: 
secondary market operations 
Special assistance functions. _. } 
Management and liquidating ‘ 3 115 


117.5 


rtfolio, end of year: 
Secondary market operations_ --- ‘ 100. 0 
Special assistance functions. _- -- 22.5 
Management and liquidating -_-- ; ; ai 2, 528. 3 
2, 650.8 | 


Includes $64.2 million RFC transfer. 


NoTE.—As stated earlier, the secondary market operations and the special assistance functions were not 
ithorized until fiscal year 1955 by Public Law 560, 83d Cong., approved August 2, 1954. 


Financing operations 


Through October 31, 1954, the cut-off date established by the new Charter 
\ct, FNMA financed its operations primarily through borrowings from the 
lreasury. As detailed in the program analyses in the preceding chapters, the 
operations under the new Charter Act are financed through a variety of methods, 
uclucding borrowing from the public, subscriptions to the Association’s capitali- 
ation by the public and by the Treasury, and limited amounts of Treasury 
Orrowings as in the past. A summary of financing transactions is shown in the 


lOlHOW} y table: 
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{Millions of dollars] 





Secondary market operations 


Capitalization: 
I ica fics ath aah aipces eal hela aie fi 
Common stock ce classe cometamns aon 

ee ae ‘ 


Special assistance functions: Borrowing from Treasury 
Management and liquidating --_--- 


Borrowing from public Bott ats chal uh. ekee 750. 
Borrowing from Treasury ------------ jitongas — 536. 


Ps Cro nedanuneddkenteies ; 


Capitalization: 
Treasury stock 
Common stock 
Borrowing from public pila 
Borrowing from Treasury ...----..-.---------- 


Net income and retained earnings 


Net income.— The income of FN MA is derived from two principal sources, th 
interest earned on mortgages in the portfolio and the commitment and purchas 
fees imposed. The expenses of FN MA are generally five: (1) interest on borrow- 
ings, (2) administrative expense, (3) fees for servicing mortgages, (4) sales dis- 
counts, and (5) payment of income-tax equivalent. The latter item of expense is 
present only in the secondary market operation. Other minor items of income 
and expense are taken into account in computing the net income for each fiscal 
period. 
mane following table shows FNMA’s income and expense since transfer t 

HFA: 


{In millions of dollars, 


Fiseal year Income | Expense | Net in 
| 





58.3 36.1 | 

75.9 47.1 | 

ce gee ere se, AES 92. 8 | 59.1 
1954... <a 105. 9 81.1 
1955 (estimated) __ iti deaeans 108. 5 | 70.0 
1956 (estimated) - --- 115.6 74.3 


| 





Retained earnings.—Prior to its transfer from the Reconstruction Finance 
Corporation in 1950, the Association paid dividends of $30.5 million to that Corpo- 
ration. Since its transfer to HHFA, the Association has paid dividends of 560.5 
million for return to the Treasury. The following table shows the net incom 
provision for reserves, and dividends paid by FN MA since its transfer to HHI A 


{In millions of dollars] 





Reserves and 
| Net income retained 
earnings 


a ah daie daw tinaebeds , ‘ace aa a 30. 
1952... 33. 
1953_ 35. 
1954_.. ENP Eee 60. 
1955 (estimate) _- 27. 
1956 (estimate) 66. ¢ 


wr OO 


Io 


b 








SOURCES OF INCOME 


Mr. Tuomas. Let me read into the record from E-2, dealing with 
‘he net income, where you use this language: 

The income of FNMA— 
and we are talking about your net income now— 
is derived from two principal sources, the interest earned on mortgages in the 


yortfolio and the commitment and purchase fees imposed. 


What do you mean by “purchase fees imposed”? ‘Three percent 
of the stock ¢ y 

Mr. BavenmMan. In connection with both the special assistance and 
the secondary market operations, we have a one-half percent purchase 
fee, In addition to the discount at which we buy the mortgage. The 
purchase fee is to help pay the expenses and to attempt to limit the 
use of facilities or any abuse. 


DISCOUNTS ON SALE AND PURCHASE OF MORTGAGES 


Mr. Tuomas. You usually do not buy mortgages at a discount; it 
is when you sell them is when the discount attaches, is it not? 

Mr. BauegumMaN,. That is not correct. Everybody buys mortgages 
at discount. 

Mr. Taoomas. Which one is the more often, the more common occur- 
rence, When you buy them at a discount, or when FNMA sells them ? 

Mr. Bavueuman. That is not a good question, Mr. Chairman. I 
would say that—are we talking sven FNMA operations, or are we 
talking about public oper ations? 

In the pubhe operations the institutions are buying mortgages at 
discount today. 

Mr. THomas. Yes. 

Mr. Bauguman. And usually they do not sell, the secondary market 
iivestors do not sell; they usually hold them. 

Mr. Tuomas. You are going to buy some mortgages? 

Mi. BavGHMAN. Yes. 

Mr. Toomas. And you are going to set the price on them? 

Mr. BauGHMAN. Yes. 

Mr. Tuomas. And are you going to set it at a discount, I mean, less 
than the 

Mr. BaveuMman (interposing). We will buy at a discount and we 
will probably sell 

Mr. Tuomas. That is why I asked, which is the more common 
occurrence, so far as the discount is concerned, when you sell or when 
you buy ? 

Mr. Baveuman. FNMA or the public? 

Mr. THomas. FNMA, 

Mr. Baveuman. We formerly always bought at a par price; we 
‘lid sell at a discount subsequent to July 1953; wp to that time we had 
never sold at a discount. 

Mr. Tuomas. What does the transaction look like now under the 
hew charter ? 

= BavcumMan. We will, under the secondary-market operations, 
buy at a discount and we will sell at a discount, probably. And under 





the special-assistance operations, we may have to sell at a slight dis. 
count, sometimes, depending upon what we purchase them for. 

Mr. Tuomas. You could not surmise as to which is the more fre. 
quent; the purchase at a discount by FNMA or the selling by FNMA 
at a discount ? 

Mr. Bavucuman. Yes; it is done at all times. It seems to me, from 
the business-operations standpoint, if we buy at a certain price and 
are able to sell them at not less than that, with a slight profit on 
them, it seems to me that it would depend upon the operation. 

Mr. Tuomas. That is right but here you buy a lot of Government- 
insured paper and the seller is going to say to you, “Look, here is 
what I paid for it back in January; you are buying Government- 
guaranteed paper; now, I do not want to take a discount on this 
paper.” That is the approach to FNMA, is it not? 

Mr. BaueuMman. No; I do not believe it is. 

Mr. Tuomas. It is not? 

Mr. BaveuMan. I think when a man sells a mortgage to FNMA 
he is interested in that commitment when he walks out of the picture; 
he owns stock, it is true; but I would say that if he is a stockholder, 
that he would be interested in knowing what FNMA is going to do. 

Mr. Tuomas. But his stock is only 3 percent of the total amount 
of money that he has tied up in it. 

Mr. Baveuman. He has nothing tied up; he gets his money when 
he sells his mortgage. 

Mr. Tromas. But before the sale is what IT am talking about. He 
walks into FNMA and says, now, listen, here is $1 million worth of 
mortgages. Presumably, it is all guaranteed paper, of one kind or an- 
other You are going to offer him a discount under what he paid for 
it. Is he going to argue with you; is he going to bargain with youa 
little bit ? 

Mr. Bavenman. I would say that he would. 

Mr. Tuomas. If he does not, that would be the only example that I 
know of anyone dealing with the Government that did not want to 
do a little arguing. 

Mr. Baveuman. This is a private corporation. He is a stock- 
holder but it is supposed to be operatde on that basis. 

Mr. Tuomas. It is a private corporation backed up by the Govern- 
ment; you call it a private corporation but, after all, it is a Govern- 
ment corporation. 

Mr. BaucumMan. We think that in time the Government will be out 
of it. 

Mr. Yates. You mean that FNMA is a private corporation ¢ 

Mr. BauGcuman. The secondary market part of it is privately 
financed. 

Mr. THomas. You mean, you hope it is? 

Mr. BavecuMan. Yes. 

Mr. Yates. You mean it is entirely privately financed ? 

Mr. Baveuman. The secondary market part of it will be privately 
financed. 


~ ae 





FINANCIAL SuMMARY OF ALL PROGRAMS 


Mr. Tuomas. Now, let us see about your financial condition in 
veneral. In 1956, you are going to purchase on the secondary market 
operation, $200 million in mortgages. Is that correct 

Mr. BavueuMaNn, That is correct. 

Mr. Tuomas. Against $150 million for 1955. 

Under spec ‘ial assistance e th am you = going to pure ‘hase for 
1956. $167 million—-which I doubt—against $ 3 million in 1955. 

Mr. Puiturps. For the 8 months of 1955. 

Mr. Tuomas. And you are going to be liquidating in 1955, $692.2 
million against $102.2 million in 1956. And you have a footnote 
down here stating this, “includes $64.2 million RFC transfer.” Is 
that on their housing deals? 

Mr. BavGHMAN. Yes. 

Mr. Tuomas. That gives you a total operation of $469.2 million 
for 1956 mortgage purchases against $865.2 million for 1955. 

Now for mortgages sold in the sec ondary market operation in 1956, 
you are going to sell $119.5 million against $48 million for 1955. 
And under “Special assistance,” you have none set up for 1955; 
and $25 million for 1956. Your top figure on purchases, special assist 
ance, $167 million on hand; that means that you are going to keep 

around $140 million of them, does it? 

Then you have repayments and other credits; secondary market 
operations, $5.5 million for 1956 against $2 million for 1955. 

The big item here is the liquidating item of $115 million for 1955 
and $117.5 million for 1956. Most of that is going to be in the port- 
folio prior to November of 1955? 

Mr. Bauguman. That is correct. 

Mr. THomas. So at the end of the year, for 1956, you will have 
$2,573,500,000 in round figures in the portfolio against $2,650,800,000 
for 1955% Is that correct ? 

Mr. Bauguman. That is right. 

Mr. Tuomas. And the most. part of that, for 1955, and 1956, $2,528 
million against $2,238 million, which are mortgages which were ‘held 
prior to November 1954, in the portfolio ? 

Mr. Bauauman. Yes. 

Mr. Tomas. That does not come under the heading of new business 
for the corporation ; it is liquidation and management ? 

Mr. Bavenman. Except we do allow purchasing in that special 
cperation against commitments outstanding. 

Mr. Tuomas. Those were commitments outstanding before Novem- 
ber 1, 1954? 

Mr. BauguMan. Yes. 


ADMINISTRATIVE EXPENSES 


Mr. Tuomas. Let us take a look at your “Administrative e xpenses. E 
We have already put this in the record. The total cost this year is 
going to be $4.1 million : against $3,600,000 for 1955; is that right? 

Mr. Bavenman. $3.6 million. . 





PERSONAL SERVICES 


Mr. Tuomas. How many jobs do you have there? 

Mr. Baucuman. We anticipate 23 

Mr. Tuomas. An increase? 

Mr. BaucuMan. Yes. 

Mr. Tuoomas. You had-— 

Mr. BaucumMan. 14— 

Mr. THomas (continuing). You had 948 in 1954; 725 in 1955; and 
you want 748 in 1956. And they are broken down between Washing. 
ton and the field. In Washington you want 99.1 man-years for the 
fiscal year 1956 against 625.2 for the field. 

How many field offices do you have? 

Mr. Baucuman., Five. 


OTHER OBJECTS OF EXPENSE 


Mr. THomas. Under “Other objects,” which is already in the ree- 
ord, $674,300 against $625,200 for 1955 which compares with your 
personnel costs of about 20 percent which is about 10 percent too 
high—about 50 percent more than normal, with other agencies. You 
are spending your own funds here. These are not appropriated funds, 
and we are inclined to go along with you as far as we can. We 
think you are doing a job, we hope you will continue. 


FNMA BASIC FUNCTIONS 


Mr. Yates. Mr. Baughman, in your initial statement you indicated 


that FNMA has three basic functions: You engage in secondary mar- 
ket operations ; you undertake special-assistance functions when called 
upon by the President of the United States so to do; and you engage 
in liquidating and managing, managing and liquidating the existing 
folio of mortgages owned by FNMA;; is that correct? 

Mr. Baveuman. That is correct. 


CORPORATE STRUCTURE 


Mr. Yates. Would it not be better, in your judgment, if this were 
set up as 2 corporations rather than 1? One corporation to take care 
of the secondary market operations and the other to manage and 
Jiquidate the mortgages owned by FNMA, with the special-assistance 
functions attached to either one or the other of the corporations?! 

Mr. Bavenman. It could be done that way, except I think it was 
the desire of Congress that we get rid of the old portfolio. 

Mr. Yates. But do you not think it would have been wiser to have 
moved the liquidating functions to another agency, and let you develop 
your new operation? Presumably your secondary mortgage oper: 
tions are not connected with the managing and liquidating opera 
tions; are they? 

Mr. Bavucuman. No, except I think, Mr. Yates, that there is some 
sense and semblance in developing the two market operations. We 
have the facilities, the organization which will enable us gradually 
to move into and to build up the personnel, as we develop and edi- 
cate the public in the use of the new facilities, and there is not any 





better way, in my opinion, of doing it. I do not know of any better 
way than by combining the 2 in 1 office, and developing them to- 
ether, and maintaining them with experienced and trained per- 
connel, to handle the problems. 

Mr. Yates. Well, could not the experienced and trained personnel 
he used for the secondary market operations / 

Mr. Bavguman. But you could not use them all the time. . 

Mr. Yares. You would not need them all for managing and liqui- 
dating; would you? Is your only objection the fact that there might 
be some duplication of personnel which you do not have at the present 
time ¢ 

Mr. Bavenman. I think it would be much more costly to operate 
it separately than to work it the way it is and gradually turn person- 
nel over to the new functions. You see, the volume we do in the new 
functions is very limited, compared to the old operations. 

Mr. Yates. Yes. 

Mr. Bavuguman. And by gradually absorbing, training—that is, 
absorbing the trained and experienced personnel into the new opera- 
tions, and developing them, it is much more economical for everybody 
to do it that way, both the Government and developing the private 
market. 

MANAGEMENT AND LIQUIDATING FUNCTIONS 


Mr. Yares. Do I properly understand what will happen under the 
third funetion? That third function now will be solely in managing 
und liquidating existing mortgages, and you are not putting in new 
mortgages into that portfolio? 

Mr. BaucuMan. We are putting some mortgages in it. 

Mr. Yargs. Are you not rather building up a new portfolio rather 
than using the old one? 

Mr. BavcuMan. We will be doing both, because, at the time the 
new charter took effect, on November 1, 1954, we had actually com- 
mitted, approximately, I think, some $700 million in mortgages that 
we must purchase against the outstanding contracts. Those mort- 
gages will go into the management and liquidating portfolio because 
that was a contract with the old corporation, and, therefore, we still 
have a purchasing program. Most of the purchase program this 
year, for example, is against those commitments. 

Mr. Yarrs. Then what you are saying is that the portfolio, the old 
portfolio, should properly be considered as having another $700 mil- 
lion worth of commitments. Am I correct in that? 

Mr. Bavenman. Not another $700 million; we already had that 
outstanding, and we were already obligated to purchase those mort- 
gages at that time. 

Mr. Yarrs. But those are properly a part of the old portfolio? 

Mr. Baveguman. That is right. 

Mr. Yarrs. And that is what you are saying? 

Mr. Baueuman. Yes. 

Mr. Yares. So that you could continue, if you considered that in 
one folio, you could continue to engage in the new operations as the 
secondary market operations ? 

Mr. BaucuMan. We are doing it; I might add, we are purchasing 
mortgages against commitments in the old portfolio. We are liqui- 





dating the old portfolio. We are issuing the debentures to private 
interests to finance the old portfolio, and reducing our borrowings 
from the Treasury. 

At the same time, we are operating the special-assistance program 
under the direction of the President and we are also educating the 
public of the facilities and developing the secondary market 
operations. 


POSSIBLE CONFLICT OF INTERESTS 


Mr. Yates. Now, in view of the fact that you are engaging in all 
of these three new functions, is there any conflict of interests in the 
sense that your new undertakings may result in a dimunition of the 
value of the mortgages in the existing portfolio? 

Mr. Baveuman. I do not think so. 

Mr. Yates. There will be no manipulation of the old portfolio by 
reducing the price in order to increase the worth or to enhance the 
operations of the secondary market? 

Mr. BaucuMan. No, I think not. 

Mr. Yates. Do you think it could be done ? 

Mr. BaveuMan. It certainly would be objected to. 

Mr. Yates. That is why I was wondering whether or not it would 
be better to remove that from your jurisdiction so that criticism could 
not exist. Is there a possibility of that happening? 

Mr. Bavenman. No, we had not thought that there would. We 
have had the feeling that this business has to be done by people with 
experience, and we have personnel with years of experience running 
this work and we have the feeling that we can probably do it better 
than somebody else can. 


APPOINTMENT OF DIRECTORS AND OFFICERS 


Mr. Yates. Who appoints the directors of the new FNMA opera- 
tions? 

Mr. Baveuman. The Administrator of the Housing and Home 
Finance Administration who is also the Chairman of the Board. 

Mr. Yates. You are President of the new operations? 

Mr. BaucuMan. Yes. 


MORTGAGE PRICE DETERMINED BY FNMA 


Mr. Yates. In response to a question asked by the chairman, you 
stated that FNMA sets the value of mortgages in particular areas of 
the country. Would it not be more correct to say that you would 
set the value for FNMA ? 

Mr. Bavcuman. I would like to state what we do a little differently 
1an the way you state it. We establish the price. 

Mr. Yates. At which you buy them? 

Mr. Baveuman. At which we buy the mortgages, after we make 
a survey to determine what the condition is in any particular area. 


— 


t 


SALE OF MORTGAGES UNDER ONE-FOR-ONE PROGRAM 


Mr. Yates. Last year I asked you a question about the sale of mort- 
gages at a discount, and at that time you were not able to estimate 





what the loss would be, or if you were going to have a loss. Can you 
tell us now whether you think there will be 2 a loss and, if so, what ‘the 
loss will be? 

Mr. BAUGHMAN. Yes. 

Mr. Yares. You sold a half-billion dollars worth of mortgages at 
4 percent, as I remember / 

Mr. Bavguman. We sold 4 percent, 414 percent and 41% percent 
mortgages. 

\ir. Yates. At different prices? 

Mr. Baucuman. At different prices. 

Mr. Yates. Did you sell the entire half billion dollars? 


AMOUNT OF LOSS 


Mr. Bavucuaan. Wedid. We sold the half billion dollars and some 
additional. The discount during the fiscal year 1954 was $15,337,000 ; 
and for the 6 months of 

Mr. Yates. Was that for the fiscal year or the calendar year? 

Mr. BAauGH™. -, For the fiscal year. The discount so far this year 
for 6 months, $1,947,000. 

Mr. YATEs. Out of a total par value mortgage of what? 

Mr. BaveuMan. Out of a total of mortgages sold in fiseal year 1954 
of 8575,067,000 and of mortgages sold for the 6 months ending De- 
cember 31, 1955, $143,900,000. 

Mr. Yates. Is this a net figure? The reason I asked whether it is 
a net figure or not is because these mortgates were presumably sold 
under a 1-for-1 plan, were they not ¢ 

Mr. BauGuMman. $500 million—$499 million, to be exact. 

Mr. Yates. Yes. And presumably the half point of interest would 
offset the discount / 

Mr. Bauguman. That is correct. 

Mr. Yates. Is this a net figure that you have been giving us or not? 

Mr. BactGuMan. No. Even if we take into consideration the dis- 
count which we took during the fiscal year 1954, we end up with a 
profit, after deducting the discount, during that fiscal year, of approxi- 
mately $24,700,000. 

Mr. Yares. This was the result of interest you collected on the old 
portfolio, is it? 

Mr. BavenMman. Yes. 

Mr. Yaves. Is this the entire operation of all the corporation / 

Mr. Bavguaan. That is correct. 

Mr. Yares. But insofar as the half billion dollars in mortgages was 
concerned, you suffered a loss? 

Mr. savGHMAN. That is right. 

. Yarrs. And the loss totaled something like $16 million ? 
SAUGHMAN,. $15,337,000; that is for $575 million in sales. 
. Yares. Yes. 

. Bavenman. In that connection, Mr. Yates, I think it might be 
well to put in the record that the total sales discount allowed under 
the program of the $500 million, 1-for-1 was $14.4 million; we imme- 
‘liately recovered commitment fees totaling $4,998,000 and acquisition 
and services charges totaling $2,374,000, so we were able to recover 
‘pproximately $ 7,400,000 against the loss, ending up with a net loss 
of approxim: sels $7 million against this program. 
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Mr. Yarrs. You sold approximately $499 million worth of mort. 
gages in what was supposed to be a 1-for-1 type? In other words, 
you hoped to be able to replace them with another mortgage, under ; 
system known as 1-for-1? 

Mr. Baveuman. I do not think it was that. It was agreed to pur- 
chase a similar amount 

Mr. Yares. As a matter of fact, the sales were made, in many in. 
stances, outside the 1-for-1 plan? 

Mr. Baveuman. Yes; with no commitment. 

Mr. Yares. That is right. 

Now, how many new mortgages under the 1-for-1 plan did you buy! 

Mr. Baveuman. Up to date? 

Mr. Yates. As a result of the sale of the $499 million. 

Mr. Baucuman. Of course the program is not finished. It ran for 
1 year from the date of sale, but to date we have purchased $31) 
million. 


TERMINATION OF PROGRAM 


Mr. Yates. As I remember the questioning last year you had 4 
termination point for the sale of your half billion dollars in mort. 
gages, so that you would know what your commitments were as of 
that time, toward the purchase of new mortgages. 

Mr. Baueuman. It ran for 1 year from the date of sale. 

Mr. Yates. From what date was that? 

Mr. Baucuman. The date that they were purchased out of FNMA 
portfolio; the advance contract ran for 1 year from that time. 

Mr. Yates. Do you remember the date? 

Mr. Baveuman. They were sold monthly, and staggered month 
by-month. 

Mr. Yares. I see. There was no termination date of that contract! 

Mr. Baucuman. The termination of the program was the termina- 
tion of the $500 million for the 1-for-1 plan. 

Mr. Yates. When did you sell the last of the mortgages under the 
1-for-1 plan? 

Mr. Baveuman. The last was sold in June 1954; a very substantial 
amount in March and April 1954. 

Mr. Yates. So that you have 1 more month to go; in order to con 
plete the mortgage sales ? 

Mr. BaveuMan. That is right. 

Mr. Yates. What is the last figure you have as to commitments to 
purchase, that you have issued under the 1-for-1 plan, in connectio! 
with the sale of the half-billion-dollar mortgages? 

Mr. BavcHman. There is outstanding, at the present time, $162 
million, roughly. 

Mr. Yares. $162 million as opposed to $499 million ? 

Mr. BavcuMan. That is correct. 

Mr. Yates. With a month to go. Do you anticipate that the bal: 
ance will be made up within this month ? 

Mr. BAveuman. This month or next month. 

Mr. Yates. Do you think you will have any cancellations? 

Mr. Baucuman. We have only had $17,695,000 in cancellations. 

Mr. Yares. Of your commitments, you mean ? 

Mr. BavcuMan. Yes. 
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VALUE OF MORTGAGES PURCHASED 


Mr. Yares. What is the value of the new mortgages that you bought ¢ 
You bought them at par, did you not ¢ 

Mr. Bavguman. Which ones are you asking about now / 

Mr. Yares. Under the one-for-one plan. 

Mr. BavugHMAN. Under the one-for-one plan / 

Mr. Yates. Yes. Your commitments were to take them at par, 
were they not ¢ 

Mr. Baveuman. Yes, with a half-point acquisition and service 
charge, as 1 was just explaining. 

Mr. Yates. Yes. 

Mr. BaucHMaN. But, as has been indicated, there is $319 million of 
purchases against the $499 million commitments. 

Mr. Yates. At a half point? 

Mr. BaucHMAN. Yes. 

Mr. Yarrs. You were paying par for these mortgages in your com- 
mitments, were you not ¢ 

Mr. BavuGuman, Par less a half point. 

Mr. Yares. And what was the value of these mortgages on the 
market ¢ 

Mr. BaugHMAN. You mean—— 

Mr. Yares. What was the market value for these mortgages? You 
were buying mortgages at the market price, were you not? Presum- 
ably, you were holding the old mortgages in your porfolio which you 
sold at 4-percent discount, as I remember; what was the difference of 
the value on the market and the price that you paid and how many 
mortgages were being sold ? 

Mr. BauGuman. May I correct that impression? We sold some of 
them at 4-percent discount. 

Mr. Yates. Yes. 

Mr. Bauguman. And the price, January 29, 1954, was changed to 
reflect a 2-percent discount 

Mr. Yates. How many had you sold by January 29? 

Mr. Baucuman. I would say somewhere about half; about $250 
million, 

Mr. Yarrs. You had sold $250 million at 4-percent discount in 
January and it was then changed to 2-percent discount ? 

Mr. BaveuMman. Yes. 

Mr. Yares. Now, my question was, these mortgages had a value 
less than par in the market, did they not? 

Mr. BaveumMan. You would have to analyze the market at the 
location and the price of the mortgages, Mr. Yates, and I would not 
be able to say what the value was at that time. 

Mr. Yares. I think it was told to me at that time that in various 
parts of the country 4-percent mortgages that were guaranteed by the 
(rovernment were selling for less than par. 

Mr. Bavauman. You are talking about sales? 

Mr. Yares. Yes. 

Mr. Baveuman. The price of 4-percent mortgages, yes, I would 
say they were selling at a discount. . 

Mr. Yates. My next question is, At what price were comparable 
ortgages to the ones that you bought selling in various parts of the 
country ¢ 
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Mr. Baucuman. Well, they range, I would say, from 97 to prob. 
ably par; those were 414 percent. We bought 414-percent mortgages, 

Mr. Yares. I know you bought four and a half. But the question 
in my mind is whether or not in paying for them, you overpaid for 
them, in the face of what the value for them was in various mortgage 
markets throughout the country. 

Mr. Bavucuman. That would have to be determined by an analysis 
of each market, Mr. Yates. 

Mr. Yares. And you are still selling mortgages at a discount? 

Mr. BavenMan. Yes, we are; it was in my statement that we are 
still selling 4s at 98 ; 4.25 at 99.75 and 4.5 at par. 

Mr. Yares. These mortgages are not in default, are they ? 

Mr. Bavenman. U sually people in purchasing mortgages require 
that they be current. 

Mr. Yates. I would think so. 


PURCHASES BY INDIVIDUAL VETERANS 


The Veterans’ Administration told us that the great majority of 
their mortgages were paid off by the veterans before maturity, that 
the veteran still could not buy his individual mortgage from your 
organization at less than par; is that correct? 

Mr. Baveuman. That is correct. 

Mr. Yares. Do you not think that ought to be changed ? 

Mr. Baveuman. That applies to anybody. 

Mr. Yates. To any obligor ? 

Mr. BaucuMman. Yes. 

Mr. Yates. Whether it be a veteran or not ? 

Mr. Baveuman. Yes. I do not believe they should; I do not think 

is the usual practice with mortgage investment companies. 

Mr. Yates. Are there many mortgages paid off for less than par/ 

Mr. Baucuman. I do not think so. 

Mr. Yares. How do you account for the fact that the Veterans’ Ad: 
ministration states that the veterans were permited to pay off theirs! 

Mr. Bavenman. I think that is entirely different. I think what 
they were telling you in general is this, t take a group of mortgages, in 
the average portfolio, and you will find that they will have maturity 
dates up to 25 years, and even in the average port folio, individuals 
will probably pay off mortgages in from 10 to 12 years. That woul 
probably cut down the average maturity date. The average would 
run, some of them, 25 years, some of them for 20 years, and some of 
them may be 10 to 15 years. 

Mr. Yares. That is something that happens. But why should it 
not happen with your operations, if it is permited to others, why do 
you not permit the payment of the mortgage before the maturity ; why 
should not your operation be of the same ¢ haracter ? 

Mr. Bavguman. We let them pay off the mortgages. 

Mr. Yares. As long as you let somebody else at less than par, why 
not the veterans? 

Mr. THomas. You have heard of the wholesale business against the 
retail business, have you not? 

Mr. Yares. Yes; but in this case, certain people are wholesalers ant 
certain people are retailers and I was just trying to find out the 
distinction. 








of 
Lat 
ur 


s, mn 
rity 
uals 


ould 
ould 


le of 


ld it 
V clo 
why 
why 
t the 


S and 
t the 





1583 


Mr, Puttures. Is not your point that as long as they sell out of the 
portfolio, as a group of mortgages, there may be some argument for 
the bulk sales, but if they are going to sell individual mortgages to 
anybody, then I think you ‘have destroyed your own argument that they 
ought to sell to the man who is going to pay off the mortgage on his 
house, if itis sold at a discount. 

If you sell one mortgage, one individual mortgage, and you buy an- 
other, then I think you have destroyed your own argument, have you 
a : 

Yates. If somebody came into your office and asked to buy one 
mortgage you had to sell, at a discount, just one of them, and they 
qualified under your rules, would you not sell them one mortgage ? 

Mr. BavGHMAN,. Yes. 

Mr. Yates. He said he would sell an individual mortgage, Mr. 
Phillips. 

Mr. Bavenman, but not as a general proposition. 

Mr. Yares. My point is that ‘T think you should give the same op- 
portunity to any obligor that the Government gives to the purchaser 
on an individual basis, 


VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 
On page A-5, you state : 


operations of the voluntary home mortgage credit program will successfully 
ufluence the availability of long-term funds for mortgages on housing in remote 
areas and for members of minority groups. 

What is the voluntary home mortgage credit program / 

Mr. Bavcuman. That is really not in my office. They have set up a 
lew organization—— 

Mr. Yates. Just what is it; describe it for us. 

Mr. THomas. The Office of the Administrator of the Home Housing 
Finance Agency had some 50 or 60 jobs allocated to this. 

Mr. Yarrs. What is it supposed to do ? 

Mr. Tuomas. It isa group of volunteers that gets all of these FNMA 
rT together-—they have some 10 or 12 loe ‘ations; the 1 big institu- 
tion breaks down into 10 or 12 groups, and these boys get together on 
4 voluntary basis and the Government pays the administrative costs; 
it has no members, and private financial institutions do their lending. 


ORIGINATION OF PROGRAM 


Mr. Erseman. Mr. Yates, that program was set up under title VI 
of the Housing Act of 1954. 

Mr. Yares. What does it do? What does it say / 

Mr. Erseman. Under this provision there was established the volun- 
tary home mortgage credit program—committee, rather—within the 


Housing and Home Finance Agency, with the administrator as chair- 
man, 


REPRESENTATION ON COMMITTEE 
Representatives were 2 from each type of private financial insti- 


(tions; 2 representatives of builders of residences; 2 from the 
lending institutions and real estate boards and an advisory member 


s from all the Federal agencies that have related interests—the Federal 
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Reserve System, the Veterans’ Administration, the Home Loan Bank 
Board and FHA. 

There are regional subcommittees which are formed on the sane 
basis of representative interested parties, who serve voluntarily. 

As the chairman pointed out, the administrator is authorized to 
provide staff assistance for these committees to perform their fune- 
tions. 

This program is getting underway. I think that about two-thirds of 
the regional committees have been established; they are proceeding 
and are underway. 

They are taking the first group of 12,000 referrals from the direct 
loan waiting list of the Veterans’ Administration ; those are the refer- 
rals of private individuals who are waiting to obtain financial assis. 
tance. 

The success of the program, of course, is something that will be 
determined in the future. They have handled something over 3,0(\) 
inquiries up to this point, and they have made, I think, only a half. 
dozen loans. 

Mr. Yates. How long has it been in operation ? 

Mr. E1seman. They were set up in the late months of the fall ant 
early winter, and I think perhaps 10 or 11 of the regional subcommit- 
tees are in operation. The Administrator is providing an executive 
secretary and an assistant, and a clerk for each committee. The 
national committee staff is comprised of approximately five persons 
to assist the executive secretary. 


VA REFERRALS 


Mr. Yates. How do they separate the groups! You referred to 


the Veterans’ Administration referrals. 

Mr. Erseman. Through an understanding and an agreement wit) 
the Veterans’ Administration, the VA waiting lists will be turned 
over to the regional subcommittees of the voluntary home mortgage 
credit program. We could provide for you a statement for the record 
if you wish, showing how they will operate. It is just getting under- 
way. 

Mr. Yates. Can you tell us how the VA directs these loans; thes 
applicants? 

Does the VA have authority to make direct loans? 

Mr. Erseman. Yes; I think until the end of this fiscal year. 

Mr. Yates. You say there are 12 of them. 

Mr. Etseman. Considering the V A’s limited funds available—ther 
is a substantial backlog in the Veterans’ Administration of those who 
are waiting to get direct loans from the Veterans’ Administration: 
they are in areas of shortage as to mortgage funds. That is the reason 
why it was set up. ; 

Mr. Yates. You mean there is a waiting list where direct-loan funds 
are not available? 

Mr. E1seman. It is my understanding that the Veterans’ Admini 
tration direct-loan program only operates in those areas where loci! 
financing is generally not available; and these are generally the same 
relative areas where the voluntary home mortgage credit program !* 
designed to work. 
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Mr. Yates. If these direct loans are available as the result of lack 
of other funds, why should not they have access to the Veterans’ 
Administration ? 

Mr. E1seman. The Veterans’ Administration has a substantial 
backlog. 

Mr. Yares. In other words, they do not have sufficient funds for the 
progr am ¢ 

Mr. Erseman. Direct-loan funds, as I understand. 

Mr. Yares. Is FNMA authorized to make direct loans? 

Mr. E1rseman. No. 

Mr. Yares. You do not? 

Mr. BauGuMman. No. 

Mr. E1tseman. To the extent that the voluntary home mortgage 
credit program is successful in meeting its objectives, the demand on 
the Government through such programs : sas the VA direct-loan program 

ind those supported through FNMA will be lessened. It is an experi- 
ent in cooperation between the Government and private interests. 


INTEREST RATE ON FNMA OBLIGATIONS 


Mr. Yates. The next statement is this: 

FNMA will issue obligations at rates of interest which will be sufficiently 
attractive to private investors as to permit a sizable reduction in the association 
horrowing from the Treasury. 

Does this mean that you can issue obligations at any rate of interest 
you think wise? Could you issue an obligation at 6 percent if you 
wanted to? 

Mr. Baveuman. All of our obligations are issued in consultation 
with and subject to the approval of the Secretary of the Treasury. 
And we check the market from time to time concerning these issues. 

Mr. Yates. These are private obligations of FNMA which you are 
talking about ? 

Mr. Baveuman. Yes; but the law, the statute, provides that the 
Secretary of the Treasury shall approve the issuance of any obliga- 
tions. 

Mr. Yates. Is it permissive, or is it a requirement of yours? 

Mr. Baveuman. The way it reads—it says as long as the Govern- 
nent is involved, and we just issued $570 million in ; January 

Mr. Yares. Yes. 


COMMITMENTS UNDER SPECIAL ASSISTANCE PROGRAM 


On page C-1 it is shown that you had commitments to purchase 
hortgages and participations in 1955 of $124.6 million; and_you 
estimate some similar commitments for 1956 at $162.1 million. What 
are the commitments; you mean simply that these are all the commit- 
ments or are they fairly constant ? 

Mr. Baveuman. These are special assistance program that we are 
maintaining under the direction of the President. 

Mr. Yares. That is for 1956; and that also applies to $1955? 

Mr. Baueguman. Yes; he directs the special assistance progr ams. 
And of course if anybody wants to sell the mortgage eventually, they 
come in and ask for a commitment, to make sure that FNMA will be 
i position to purchase when the mortgage is issued. 
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Mr. Yates. Suppose the President indicated that he thought a cer. 
tain area required assistance; could he require a special commitmen 
on it? 

Mr. BaveuMan. If he wanted to. 

Mr. Yates. The assistance would be in the nature of a secondary 
market assistance? 

Mr. Baveuman. Yes. 

Mr. Yares. Never direct? 

Mr. Baveuman. Not direct, unless there is a commitment of private 
money. 


INCOME TAX EQUIVALENT 


Mr. Puitiires. Mr. Baughman, on page 2 of your initial statement, 
you speak about paying an amount equal to the income tax on the 
applicable income. Mr. Baughman, do you figure that as an in lieu 
contribution ¢ 

Mr. BauauMan. It would be figured subject to the income tax laws 
governing corporations and this will be the same. 

Mr. Prius. You actually figure this on the same basis that any 
other corporation would pay the tax ¢ 

Mr. BaveuMan. As if it were a private corporation. 

Mr. Pumps. That is fine. I think it would be a good thing if some 
of the other agencies that I think of—particularly one in the State 
of Tennessee—would adopt the same method of paying in lieu taxes. 

I think this idea is excellent that you are starting out with this year. 
on this so-called private financing. 

Mr. Bauguman. Secondary market operations. 


MORTGAGE PARTICIPATIONS 


Mr. Puiturrs. To participate in home loan mortgages. I do nm 
know how you do it, technically; I mean, what do you hold and what 
does somebody else hold that you hold with them, where you have 2) 
percent of the mortgage. What sort of a piece of paper is that’ 

Mr. Baveuman. We will get an assignment of a 20-percent w- 
divided interest or participation. 

Mr. Puiiures. Do you have an interest in the mortgage ? 

Mr. BavcuMman. An interest in the mortgage. 

Mr. Puitiies. Do you hold the mortgage? 

Mr. Baveuman. No; they hold the mortg: age. 

Mr. Putuies. You just have a legal assignment of 20 percent / 

Mr. BavGuman. That is rec orded, anticipating it may be needed fo 
protection. 

EDUCATIONAL PROGRAM 


Mr. Putiurs. You state, “substantial educational undertaking 
‘alled for.” 

This committee is always interested in substantial educational pro- 
erams and I was wondering just what do you have in mind. 

Mr. Bavenman. I think I see what you have in mind, Mr. Phillips 
On the other hand, if this program is going to work it will be neces 
sary to have such a program. 

Mr. Putuies. I think it would be an excellent thing. 
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Mr. BAUGHMAN. It does require some money. 

\ir. Pottiies. How much money have you set aside for it 

Mr. BavGHMAN. No particular sum, but we feel if we are going to 
vet through to the mortgagees and the mortgage bankers, an explana 
tion of how it can be wor ked— . 

Mr. Pautiips. Do you not think you should give us some estimate as 
to the amount of money that you are going to earmark for that type of 
program, how much you are going to spend for that type of program ¢ 

Mr. Bavcuman. Well, I would say it would probably cost from 
225.000 to 850,000, 

STOCK SUBSCRIPTIONS 


Mr. Puitires. On page 2, you say that in setting "p the secondary 
mortgage oper ation, you require the payment of » percent of the 
amount of the mortgage sold to FNMA; that is, private account, pri- 
vate capital and, at the same time, you have testified a moment ago 
that you feel that this was a growing private investment, coordinated. 
It seems to me that 3 percent is a very slow growth. 

Mr. BAvGHMAN. It is a very slow growth. But, on the other hand, 
it is quite a substantial sum to be paid by each individual mortgage 
seller. In connection with the sale of mortgages, to FNMA, we have 
estimated that it would take somewhere bet ween 6 and 10 years before 

ve could get enough to retire the Treasury investment. I do not think 
it is feasible, Mr. Phillips—it may be, but it does not appear to me 
right now, that you could add additional charges because most of the 
complaints are the other way. It is quite a substantial sum. 

Mr. Puinures. If you can get it collected in 10 years then you are 
in good shape. 

Mr. BavenMan. Yes. 


FINANCIAL OPERATIONS 


Mr. Puitutes. On page 2 again, you say that you have been author- 
ized to borrow from private investors, plus FNMA’s capitalization, up 
to $1 billion. How much actually have you at this time; what is the 
present capitalization; that is, the present amount of money which is 
actually circulating through your hands? 

Mr. Baveuman. Well, of course, we start out with $93 million of 
preferred stock, and we multiply that 10 times, which would be $930 
ner The sales or purchases of mortgages have been very limited, 
as I indicated in my statement; it is just in its infancy, and, as | 
indicated, we will continue the educational program, and are continu- 
ing it right. now. 

Mr. Puiurps. I was trying to get some figures. You should be able 
to get the money to fulfill your obligations. This is the net figure ? 

Mr. Bauguman. Up to the present time, we have purchased mort- 
gages amounting to approximately $336,000. 

Mr. Pumps. Thousands ? 

Mr. Bauguman. Yes; that is thousands. 


FNMA EFFECT ON PUBLIC DEBT 


Mr. Puiurps. Just one more question, Mr. Baughman. I asked 
youif FNMA mortgages were chargeable against the public debt and 
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the reply—I had thought they were—and the reply was that they were 
not. But that when you get money out of the Treasury to buy what. 
ever it was—that it was chargeable. 

Mr. Baucuman. That is correct. 

Mr. Purtuirs. Now, turning over to page 2243 of the hearings on 
the appropriation bill for 1955, in part 3, Mr. Yates asked this ques. 
tion: “What part of FNMA is a charge against the public debt ’” 

And Mr. Cole answered : “The entire portfolio.” 

Mr. Yates asked: “Which is how much—#2.4 billion?” 

Mr. Cole said, “The entire indebtedness.” 

Mr. Yates then repeated the question of what was the indebted- 
ness, and then skipping on down a few lines, your answer was that it 
was about $2.45 billion. 

And Mr. Yates then asked, “Which is the charge against the public 
debt ?” 

And your answer, Mr. Baughman, was “Yes, sir.” 

My understanding of that would be that it is not quite the same as 
your testimony today; am I right ? 

Mr. BaveuMan. Well, let us clear it up. The amount owed to the 
Treasury by FNMA isa charge against the public debt. 

Mr. Yates. It is? 

Mr. Bavenman. It is a charge against the public debt. 

Mr. THomas. The question was raised, Mr. Phillips, with this gen- 
tleman over here, and he said he would look it up and put something 
in the record; that the Government buys all this paper, and until the 
paper is paid off, then it would be a charge, a liability. 

Mr. Puturres. Do you call this a contingent liability ? 

Mr. Baueuman. The amount owed by FNMA to the Treasury is a 
part of the public debt. 

Mr. Purturrs. Is a part of it? 

Mr. Bavenman. Yes. 

Mr. Purutrs. When we get the Treasury report on the public-cebt 
transaction, there is shown at the bottom how much the public debt 
is. Then there is a line below of certain contingencies. That is wliy 
IT was asking if FNMA was in that group. I think there is some 
veteran’s paper in it. Am I right that you are not one of them ap- 
parently? The public statement has in one way or another a con- 
tingent liability statement showing the increase in the public debt. 
When you want to borrow money from the Treasury, it becomes a 
mortgage. 

SPECIAL LIMITATION ON EXPENSES 


Mr. Tuomas. You have an item set up for administrative expense. 
$150,000, but IT do not find a breakdown of it. What goes to make 
up that $150,000 ? 

Mr. Bavcuman. Contract legal and professional fees. I think 
there is an explanation of that, is there not, Mr. Hand ? 

Mr. Hanp. Yes: it appears in the justifications. 

Mr. Tuomas. At what page? 

Mr. Hanp. I think it is on page F-12; yes. 

Mr. Tuomas. Page F-12? 

Mr. Hanp. Yes; at the top of the page. The term is “Special lim! 
tation.” 
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Mr. THomas. On page F-12. 

Mr. Hanp. Yes; administrative expenses. 

Mr. Toomas. On page 12 it states: 

Congress has provided a special limitation for items in this category Which 
includes contract legal fees, contract professional fees, the cost of salaries, wages, 
travel, and other expenses of persons employed outside of the continental United 
States. The amount available for this category of expense for fiscal year 1954 
was $151,000. 

There is no increase. 

This is an item over which the association has little or no control. I 
do not see much of a breakdown. 

Secondary market operations you have here, fees, $25,000. 

Special assistance functions, $25,000. 

Mr. Bauguman. Look in the last paragraph. 

Mr. Tuomas (reading) : 

The estimate for contract legal and professional services covers intermittent 
employment for specialized assignments for peak load periods when time does 
not permit the employment and training of staff employees, (1) for the exami- 
nation of mortgages submitted for purchase; (2) to defend FNMA against 
adverse Claimants, and (3) to ascertain that liens and titles are acceptable 
in connection with the purchase of mortgages. 

That is still in rather blank form; is it not? 

We know what it is, but it still does not tell much. 

Mr. BaveuMan. It is for things of that nature. 

Mr. THomas. We understand the nature of it. How much has been 
(isbursed for fees; what do you pay lawyers for fees? 

Mr. BavenmMan. We do not actually use this unless the need for it 
comes up. 

Mr. Pritiirs. How much have you used out of the $150,000? 

Mr. Hann. $27,000. 

Mr. BauGuMman. $27,609. That was put in there for contingencies 
that might arise, and I can assure you that unless they do arise, it 
would not be needed. 

Mr. Tomas. It just gives you a safety valve? 

Mr. Baucuman. We do not call on it very much, but if we did 
need it, it might be embarrassing if we did not have it. 

Mr. Tomas. For 1954, you used $27,000. What will you use in 
1955 7? 

Mr. Hanp. I think it has been slightly less; about $26,000, Mr. 
Chairman. Of course that is current to date, through J anuary 31. 

Mr. Tuomas. It will probably run you around $50,000? 

Mr. Hann. It could run us that much, yes. 

Mr. Tuomas. Thank you very much, gentlemen. It was nice to 
have you with us. 

Mr. Bauguman. Thank you. 
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PUBLIC HOUSING ADMINISTRATION 
WITNESSES 


CHARLES E. SLUSSER, COMMISSIONER 

JOHN D. CURRIE, DEPUTY COMMISSIONER 

HERBERT L. WOOTEN, ASSISTANT COMMISSIONER FOR ADMINIs. 
TRATION 

B. W. RUFFNER, BUDGET OFFICER 

JOHN M. FRANTZ, AGENCY BUDGET OFFICER, HOUSING AND HOME 
FINANCE AGENCY 


ADMINISTRATIVE EXPENSES 
Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


Appropriation or estimate (obligations incurred) : 


Peden Rcdctac en epibes Seb babghinws a etd bah ciate aah bicker iedincl aides iat es ee $6, 950, 000 
Gated ekdsgadiaid Lee nea e Web ke ha ek deeb aaae aaa 7, 350, 000 
hes eta edie adele A eee ae mnnaee 8, 800, 000 


Analysis of expenditures 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


Obligations incurred during the year (total expenditures out of cur- 
rent authorizations paid into the revolving fund) : 


TUT cs sicicen <iseasip beceiipeinslilincbe nated eemooiencokhaiaetemen tats aeas ae oceania hee $6, 950, 000 
DR cies ccesiatchcdeacei nc cara emtoneniae aig ebteanitaao aaa mimo cae ee kal 7, 350, 000 
I is cati enh Ban Rete cea ot A eek aca, Didar oaphubiade aeakin 8, S00, 000 


ANNUAL CONTRIBUTIONS 


Amounts available for obligation 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


Appropriation or estimate (obligations incurred) : 


a ee Se ee ee ich) ee $43, 300, 000 
i ieee ee as Ne ee Re a ey 63, 950, 000 
MO nicest: sn sdb ocak ates otha rte gnc ch elit A ae aaa ce a, aie 87, 000, 000 


Analysis of expenditures 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


Obligations incurred during the year (total expenditures out of current authori- 
zations paid with the revolving fund) : 


i sa einh hc citi cnc insat wee ectinmea eta ake et a Pete Ae $43, 300, 000 
SN ik tc acid cise capa ne a eecacndaa ieee ieee Aan. aes ee 63, 950, 000 
NON ect iisa i pasta ns esc uae ites dba of Riana ileieiaa ta rag lms enaiaen take 87, 000, 00) 


Mr. THomas. We now have with us the Public Housing Admin- 
istration and we have several distinguished gentlemen here, Mr. Slus- 
ser, the Commissioner; Mr. Currie, the Deputy Commissioner; Mr. 
Wooten, the Assistant Commissioner for Administration; and Mr. 
Ruffner, the budget officer. 

Mr. Commissioner, if you have a statement for us, it would be nice 
to hear you. 
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GENERAL STATEMENT 


Mr. Stusser. Mr. Chairman and members of the committee, I 

would like to present only a brief outline of our 1956 budget request 
and give you some highlights of our operating plans for the coming 
vear. 
’ The largest item in our budget is an appropriation request for $87 
million to cover annual contribution payments in 1956. These moneys 
assist In maintaining low rents for families by meeting a part of the 
debt service on low-rent housing projects financed under the pro- 
visions of the United States Housing Act. This obligation is estab- 
lished by contracts, entered into between the PHA and local public 
agencies, and in each case the contract stipulates the maximum amount 
which the Government could be called upon to pay in any 1 year. 
This contractual amount is equivalent to the level debt service on the 
capital cost of the low-income housing. However, the contracts with 
the local public agencies which build, own, and operate these projects 
provide for reduction of their contractual amounts, or subsidies, by 
any net operating income which the projects may earn. 

On the 354,000 housing units eligible for annual contributions dur- 
ing 1956, the maximum fixed or contractual contribution is $110 mil- 
lion. However, net income from rents will exceed operating costs 
(excluding debt service) by $23 million, and these net earnings will 
reduce the annual contribution payments to the $87 million included in 
our estimate. 

An increasingly larger share of PH.A’s efforts is being directed 
toward assuring the efficient and economical operation of these low- 
rent projects by the local authorities. In 1956, the total inventory of 
low-rent housing available for occupancy will be over 437,000 units. 
As mentioned above, 354,000 of these will be eligible for subsidies 
under annual contribution contracts. For this reason, the efficient and 
economical operation of the projects is most important to us. 

Since being appointed Commissioner of PHILA, I have been observ- 
ing its operations with keen interest to see where improvements seemed 
necessary. Although I have already made a number of changes, the 
problem of reducing project operating costs has perplexed me. We 
have a high caliber field office management staff who work with the 
personnel of the local authorities in an effort to improve project 
operations. However, I have concluded that an additional type of 
“upervision and service is necessary in order to reduce costs and to 
carry out your expressed wishes that we emphasize economy as well 
ts efficient operations. 

Annual budgets for each completed project under annual contribu- 
ions contract are submitted to PHA for review and approval. This 
budget process is our primary means of holding the amount of annual 
contributions payments below the maximum payable under the con- 
tract. At the present time, we have inadequate procedures and cost 
standards to guide field personnel in reviewing the individual cate- 
“ories of expenditures proposed by local housing authorities. Over 
the past several years we have accumulated a vast amount of technical 
material and financial data which we have not been staffed to digest 
ind analyze. I am planning to have this developed into a handbook 
of criteria and aantieta for use of field personnel in the budget re- 
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view process. I also want to go one step further. If funds are avail. 
able and qualified personnel can be found, T want to put one business 
specialist in each field office to be responsible for conducting studies 
of individual groups of projects having high operating costs and in- 
stalling improved methods and reducing costs. He also will be re. 
sponsible for the review and approval of any high cost budgets. This 
man must be well trained and have wide experience in business prae. 
tices and management and must be qualified to plan and conduct efi- 
ciency studies similar to those conducted by management engineering 
firms. He will be particularly concerned with the effect of proposed 
expenditures upon the Government’s subsidy through payment of an- 
nual contributions. For a small investment in this activity I am 
hopeful of obtaining very substantial savings in operating costs an 
corresponding reductions in annual contribution requirements. 

Next, I want to say a few words about the nonadministrative ex- 
pense limitation for the United States Housing Act program. The 
budget includes $2 million under this heading—about one-third higher 
than the amount authorized for this year. This amount covers two 
items of expense. The first item provides $800,000 for operating ex- 
penses of the 7 remaining federally operated low-rent projects. This 
involves authority to use rental receipts to meet costs of operation and 
maintenance. No appropriation is required, since rental receipts ex- 
ceed costs of operation. The second item of expense, involving $1. 
million, covers the cost of construction inspection staff for low-rent 
projects while under development. The principal increase in the non- 
administrative expense authorization is for this purpose. 

I dislike asking the Congress to increase the limitation; however, 
in this instance, I think an increase in the rate of expenditure is ver 
much warranted. One of the major responsibilities of the PHA is the 
careful inspection of these low-rent projects while they are under 
construction. These inspections insure that the projects are being 
built in accordance with the construction contract, the plans, and the 
specifications. 

Mr. Tuomas. May I interrupt you half a minute? Do the local 
people pay for it? 

Mr. Suusser. That is right, sir. 

Mr. Tuomas. Why put it in your budget then ? 

Mr. Stusser. Because it is now under a limitation. 

Mr. Tuomas. It is now under a limitation ? 

Mr. Stusser. Yes, sir, that is correct ; under a limitation. 

Mr. Tuomas. Is it reimbursed? Is it a reimbursable item? 

Mr. Stusser. Yes, the item is reimbursable, but the development 
cost 

Mr. Tromas. How are you reimbursed, in cash or how ? 

Mr. Rurrner. They make an advance deposit for the estimate 
amount of the inspection cost and charged against that is the 

Mr. Tuomas. Excuse me for interrupting; go ahead with your 
statement. . 

Mr. Stusser. After personal observation of the present quality ant 
extent of construction inspections, T am convinced that both should 
be increased. Accordingly, our budget provides for some strengthen: 
ing of the site inspection staff on each project. during the construction 
period. It would be well to note at this point that the moneys for 
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inspection costs are collected from the local public agency pursuant toa 
fee schedule. Hence, the expenditure does not require appropriations 
from the Treasury, but does require authorization to expend the 
moneys collected as fees to provide adequate site inspection. 

| know you are interested in the success we have achieved in dis- 
posing of the war and other emergency housing. Your committee 
has encouraged the agency to move ahead with all possible dispatch in 
the liquidation of this inventory. Mr. Cole and I feel that the 
agency's accomplishments during the last year and a half are fully 
responsive to the desire expressed by your committee to dispose of 
these properties. On July 1, 1953, there were about 251,000 dwelling 
units remaining in these emergency liquidating programs. We have 
since disposed of over 106,000 units and plan to liquidate another 32,- 
00 by June 30, 1955. In fiseal 1956, we expect to dispose of 59,000 
additional units. During this year and a half, about 7,000 units have 
been added to our inventory through completions of defense housing. 
Therefore, if we accomplish our next disposition goal, only 61,000 
units will remain by the end of 1956, and we will have disposed of 
three-fourths of the units which we had on hand in July 1953. We 
are now discussing with the Department of Defense a transfer of 
jurisdiction of any housing projects in which the Department has a 
continuing need. We have informed the Department of Defense that 
all Lanham: Act defense housing projects not requested for transfer 
will be made available for disposition by June 30, 1955. 

| also would like to mention the estimated reductions in operating 
expenditures for the emergency housing projects. Last year we 
appeared before you in defense of a proposed fiscal 1955 limitation 
which ineluded $26 million for projects under the liquidating emer- 
vency housing program. The Congress expressed its desire to hasten 
the liquidation of this program by reducing operating funds to $20 
million. In order to live within this limitation, we greatly accelerated 
disposition of the federally operated projects and it now appears that 
we will be able to live within the $20 million limitation. This year I 
am happy to submit a budget estimate of $13 million, exactly half 
of our last year’s estimate. Most of this reduction stems from our 
success in the disposal of surplus housing projects. A part of the 
reduction, however, represents a proposal that the contractual ex- 
penses of disposition be excluded from the limitation. These expenses 
clude appraisals, surveys, advertising, demolition contracts, cost of 
restoring leased sites to their original condition, contract work on 
streets, roads, water and sewer lines, and so forth, necessary to meet 
local code and dedication requirements. You will note that no per- 
sonal service costs would be excluded. Although we estimate the 
cost to be approximately one-third less than in 1955, I believe that 
if vou will give us a free hand in the disposition of these programs 
we will return to you substantial dividends in the form of blocks of 
dwelling units removed from the workload of the Public Housing 
Administration. 

Next, I want to say a few words about our administrative expense 
estimates. We will have an increase of 25,000 units under manage- 
lent under our low-rent program, and are planning construction 
of an additional 35,000 units. In addition, we are pressing very hard 
on the job of disposing of the remaining war-housing dwelling units. 
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For administration of our program we ask a modest increase of 
$350,000 to $11,300,000. Of this amount, $8,800,000 is an appropria- 
tion request and $2,500,000 is a request for authorization to use pro- 
ceeds from the operation and sale of war-housing projects. 

Another part of our operations which I would like to mention js 
the progress we have made in financing the low-rent program. A 
provision of the 1954 Independent Offices Appropriation Act directed 
us to make every effort to refund all local authority bonds held by 
the PHA under the Housing Act of 1937. Specifically, this diree. 
tive referred to some $270 million of long-term series B-bonds which 
the Agency was holding in connection with projects developed under 
the original legislation. The refinancing of these projects was under. 
taken in the fall of 1953. As a result, $200 million of the series 
B-bonds held by PHA were paid off, leaving only $70 million out- 
standing. This remaining belance is on projects where a large pro- 
portion of the bonds were sold to private investors at such low interest 
rates that refinancing would not be in the Government’s interest. 

We have also continued other efforts to substitute direct borrow- 
ings by local authorities from private investors for borrowings from 
PHA. As a result, during fiscal year 1954 we were able to reduce 
our borrowings from the Treasury by $440 million, leaving a balance 
of $215 million on June 30, 1954. This balance now has been reduced 
by another $125 million so that we owed only $90 million on Decem- 
ber 31, 1954. 

As a result of the increased borrowing from private investors, the 
proportionate investment of the Federal Government in the low- 
rent projects developed by local authorities has continually de- 
creased. Federal participation stood at only 7 percent last June, 
while 93 percent of project cost was covered by loans from private 
investors. 

The securities sold by local authorities to private investors are 
of two types. While projects are under construction, temporary 
notes are used with maturities running from 3 to 12 months. During 
the past fiscal year, market conditions for the sale of these short-term 
notes were favorable and interest rates moved down from an average 
of 1.96 percent in the sale of July 1953 to 0.67 percent in June 1954. 
The average rate for all temporary notes sold during the year was 
1.17 percent. 

As projects near completion, long-term serial bonds are sold and 
the temporary notes are paid off. Although these bonds, when first 
marketed met some resistance from the investing public because 
of their novel features, their market acceptance is now most satis- 
factory. This was greatly helped last year by an opinion of the 
Attorney General pointing out the exceptional security features of 
these bonds. 

Every effort has been made to stimulate interest in these bonds, 
and we have succeeded in securing competitive bids from dealers 
and bankers at each of the four sales held during fiseal 1954. In 
these sales, a total of $485 million of bonds was sold at progressively 
better interest rates. In the sale of September 1953, the average 
interest cost was 2.83 percent, while in June 1954 the average was only 
2.27 percent. The improvement is even greater than indicated by the 











above figures since the earlier sale was for bonds running out to 30 
year's, whereas in the last sale maturities ran to 40 years. 

‘ Last year we introduced a new feature in connection with the 
premiums received from dealers when they purchase permanent bonds 
at fixed coupon rates. Such premiums are often very substantial. 
In the resale of fixed coupon bonds, the dealers always offer the last 
maturities at somewhat less than par. The PHA has now taken ad- 
vantage of these facts, and requires local authorities to use the pre- 
miums they receive for the repurchase of last maturity bonds at less 
than par. The advantages of this practice may be illustrated by the 
sale of June 1954, when $1 19 million of bonds were sold and premiums 
amounting to $1,376,000 were received. With these premiums, last 
maturity bonds were repurchased with a face value of $1,423,000. 
The interest savings resulting from this retirement of long bonds will 
be used for the repurchase of further bonds, with still further interest 
savings. The aggregate of such savings over the life of the bond issue 
will suffice to wipe ‘out the last annual contribution payment which 
would otherwise have to be made. The results of this innovation have 
been so satisfactory that it is being continued in all permanent 
financing. 

The financi ial savings made through the increased use of temporary 
notes, through lower interest rates, and through the above use of 
premiums all serve to reduce the annual contributions paid now or in 
the future, and to correspondingly reduce the cost of the low-rent 
program to the taxpayer. 

That, I believe, is a general statement on the position of our program 
at this time. 


Now we will try to answer the specific questions you gentlemen 
have for us. 
Mr. Tuomas. That is a very nice statement, Mr. Commissioner. 


SumMMARY OF BupGetr PROPOSALS 


At this point, will you insert pages 2 and 3 in the record? 
(The pages referred to are as follows:) 


PusLIC HOUSING ADMINISTRATION 
INTRODUCTORY STATEMENT 


The Public Housing Administration is one of the constituents of the Housing 
and Home Finance Agency. The Administration has direct responsibility for 
the low-rent public-housing program authorized by the Housing Act of 1937, as 
amended. In addition, the Housing and Home Finance Administrator has dele- 
xated to the Public Housing Administration the responsibility for liquidation of 
subsistence homesteads and Greentowns properties, and public war and veterans’ 


reuse housing. 

The budget of the Public Housing Administration is presented in three major 
sections; (1) The United States Housing Act program, (2) the liquidating emer- 
“ency housing program, and (3) administrative expenses. 


SUMMARY OF BUDGET PROPOSALS 


1. United States Housing Act program 


the budget requests the appropriation of $87 million for the payment of 
innnal contributions on low-rent public-housing projec ts. This amount is $19.2 
uillion greater than the estimates for fiscal 1955. The increase is due almost 
entire] y toa number of projects which will become eligible for annual contribu- 
“ns for the first time in 1956. 
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The Independent Offices Appropriation Act, 1955, established a limitation of 
$1,530,000 on certain nonadministrative expenses of the United States Housing 
Act program. The 1956 budget proposes that this limitation be increased tj» 
$2 million to permit a more intensive inspection of projects under constructioy 
and to provide for restoration of funds for essential repair and maintenance costs 
which had to be drastically reduced. 

2. Liquidating emergency housing program 

The fiscal year 1955 limitation of $20 million on certain nonadministrative ex. 
penses of this program may be reduced to $13 million in 1956. The reduction 
is due to a greatly accelerated disposition program and to a budget proposa! 
that contractual disposition expenses be excluded from the limitation. The 
appropriation text for this limitation appears under the title “Revolving fund 
(liquidating programs).” 

3. Administrative expenses 

The budget requests that $8.8 million be appropriated for administrative ex 
penses of the United States Housing Act program and that $2.5 million be author 
ized for administrative expenses of the liquidating emergency housing program, 
The latter amount is allocated to the Public Housing Administration by the 
Office of the Administrator from the “Revolving fund (liquidating programs),” 

Mr. Tuomas. Your program is divided into two main sections: 
Phat is, your low-cost public-subsidized housing and the other is you 
war emergency program, war emergency housing program, which 
you are now liquidating. Is that substantially correct / 

Mr. Suusser. Yes, sir, it is. 


APPROPRIATION FOR ANNUAL CONTRIBUTIONS 


Mr. Tnomas. This year you are seeking $87 million in annual con- 
tributions for your low-rent public housing against $63 million fo: 
1955. During 1956, you will be subsidizing some 354,000 units; is 
that correct ? 

Mr. Stusser. Yes, sir, that is correct. 


ADMINISTRATIVE EXPENSES 


Mr. Tuomas. You are looking for $8.8 million here in administra- 
tive expense, which is an increase of—how much of an increase i 
that over last year, rather than my digging it out of this table? 

Mr. Rurrner. $350,000. 

Mr. THomas. $350,000 2 In addition to that, you want to speni 
for administrative-expense purposes an additional $2.5 million out 
of proceeds which are not accounted for as far as the limitations of 
either administrative expense or nonadministrative expense is colt 
cerned; is that correct? $2.5 million, in addition to your $8.8 

Mr. Rurrner. It makes a total of $11,300,000, as compared wit! 
last year—— 

NONADMINISTRATIVE EXPENSES 


Mr. THomas. Not to confuse the record, but when you get to the 
item of nonadministrative expenses, you are cutting that down fron 
#20 million for 1955 to $13 million for 1956. But in addition to the 
$13 million, you want to exclude some services such as appraisal fee: 
and maybe some remodeling or alterations and some other fees thiat 
may total another 31% to 4 million dollars, without being under Jim: 
tation; is that correct ? 

Mr. Suusser. I do not know what the figure would be. 
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Mr. Tuomas. I do not, either. 

Mr. Wooren. Our estimate is it would be two-thirds of this year’s 
rate. That would be 2 million as against 3 million. 

Mr. Tuomas. What goes to make that $2 million? 

Mr. Wooren. Those items the Commissioner read in his statement, 
such as appraisal fees, improvement of streets where that is necessary, 
and so on. 

Mr. Stusser. Preparation for dedication for subdivision and such 
things. 

Mr. THomas. What goes to make up the $2,500,000 under admin- 
istrative expenses ¢ 

Mr. Wooren. $2,500,000 of the administrative expenses, is that 
share of the total administrative cost that the Lanham properties 
represent in proportion to the total administrative workload. That 
is the Lanham properties as distinguished from the low-rent prop- 
erty. That is administrative overhead for the administrative organi- 
zation. That is not related to the $13 million limitation. 

Mr. Tuomas. What are you going to do with that $13 million / 

Mr. Stusser. That is the amount used to operate, directly operated 
projects. 

Those are directly operated by the Federal Government. 

Mr. Tuomas. Which you classify as nonadministrative expense ? 

Mr. Siusser. Yes, sir. 


OPERATING EXPENSES OF PROJECTS 


Mr. Tuomas. There is no breakdown of the $13 million that I could 
find, and certainly no breakdown of the $2 million. What is the $13 
million for? You were going to use the $2 million nonadministrative 
to pay fees and so forth and you say such things as widening of the 
streets, 1f the properties are in need of it. However, if the properties 
are now 10 and 12 years old, I do not know why it is necessary to widen 
the streets at this late date. 

But, be that as it may, go ahead. 

Mr. Rurrner. The $13 million is for direct operating expenses of 
the projects which are still owned and controlled and operated by the 
Federal Government 

Mr. Tomas. What goes to make up that $13 million, please, sir? 

Mr. Rurrner. Maintenance costs, management, personnel—the peo- 
ple at the project who run the project. 

Mr. Tuomas. How many of those management personnel do you 
have involved in this? You may have it in your justification, 

Mr. Stusser. Approximately 1,500. 

Mr. Rurrnwer. For 1956, it is 1,187. 

Mr. Tuomas. Is that in the justification ? 

Mr. Rurrner. Yes, sir. 

Mr. Tomas. Whereabouts is it ? 

Mr. Rurrner. I am sorry, it is not in the justification. 

Mr. Wooren. There is a breakdown by object of expense on page 33. 

Mr. Tuomas. That is in your table in the back of the book / 

Mr. Woorrn. Yes, sir, page 33 under the war emergency housing 
program, 


58616—55—pt. 2——51 
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You will notice one major item there is the cost of rent and utiliti« 
electric current and utility charges on these projects that are unde 
active operation. 

Mr. Tuomas. I am looking hard here. 

You are going to have to show me about where it is on this page. | 
still do not see it. 

Mr. Wooren. By object of expense, at the bottom of the page, half. 
way down the page. It shows the estimate for 1956 on page 3} 
beginning with personal services, $4,691,000. Travel, transportatioy, 
$22,000; there is also communications, $54,400. 

Mr. THomas. That still does not tell us anything. I saw that, | 
am trying to find a table for this, or a page or a narrative where yo 
have the number of people. 

Mr. Rurrner. 1,187 people for the fiscal year 1956. That is a redue. 
tion from 1,602 people in fiscal year 1955. 

Mr. Tuomas. Is that in the justification any place / 

Mr. Rurrner. No, sir, it is not. 

Mr. Tuomas. Let ussee if I can write that down then. 

Mr. Stusser. Would you like to have us furnish that for you? 

Mr. Yates. That is nonadministrative expense we are talking about! 

Mr. Rurrner. Yes; direct operating expense of the Lanham 
projects. 

Mr. Wooren. Nonadministrative. 

Mr. THomas. What is the figure for 1956 and then tell me the figure 
for 1955. . 

Mr. Rurrner. 1,602. And for 1956 it is 1,187. 

Mr. Tuomas. 1,187. Of course, that is all charged under nonaé: 
ministrative expense even though it is direct operating expense ; is thal 
correct ? 

Mr. Suusser. Yes, sir, that is correct. 

Mr. Rurrner. Yes, sir, that is right. I was just listening for your 
terms. 

It is charged to the nonadministrative expense since it is diret 
project operating expense. 

Mr. Tuomas. That is correct, is it not ? 

Mr. Rurrner. That is correct. 


LIQUIDATING EMERGENCY Hovustng Program 


Mr. Tuomas. I will ask that there be inserted at this point in tle 
record page 26. 
(P. 26 is as follows :) 


LIQUIDATING EMERGENCY Housing PROGRAM 
PURPOSE AND FINANCIAL ORGANIZATION 


The Independent Offices Appropriation Act, 1955, established in the Office 4 
the Administrator, Housing and Home Finance Agency a revolving fund fi 
certain liquidating programs, including the following: 

Public war and defense housing 

Public war housing was constructed under the Lanham Act (42 U.S. C. Lik 
1524). It originally consisted of permanent and temporary units authori 
under the Lanham Act, as amended, and built with appropriated funds to prov 
necessary accommodations for war workers during World War IL. Defense be 
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ing was undertaken pursuant to the Defense Housing and Community Facilities 
and Services Act of 1951 (42 U.S. C. 1592-1592n). 

These two programs have been combined for management purposes. The 
policies underlying the budget estimates for this housing are: (1) continued 
operation of existing housing which is necessary to meet defense needs; (2) 
completion of construction of a small amount of additional housing in certain 
defense areas, Within the $65.5 million appropriated for that purpose; and (3) 
the disposition by transfer, relinquishment, sale or demolition, of projects which 
are no longer needed for defense housing purposes. 

About one-fourth of the original war housing program is still in use, serving 
the needs of veterans, servicemen and their families, and certain workers. This 
housing is being disposed of as rapidly as possible in accordance with law. 
Veterans’ reuse housing 


This program was provided for by title V of the Lanham Act (42 U. S. C. 1571- 
1575). Under this authority approximately $442.7 million were allotted to the 
Public Housing Administration to develop temporary housing to meet the emer- 
gency needs of veterans and their families after World War II. These funds 
were used to relocate and convert surplus Government-owned structures, to pro- 
vide about 267,000 emergency accommodations. Of these, about 83,000 units 
were constructed at the expense of local sponsoring bodies which reused tem- 
porary structures made available by the Federal Government. With the excep- 
tion of two federally operated projects, all projects in this program are managed 
by participating local bodies, with the Administration exercising advisory fune- 
tions and performing fiscal audits of federally financed projects to ascertain 
compliance with contracts providing for payment of net income to the Govern- 
ment. Projects financed in whole or in part by the participating local bodies 
are authorized to reimburse themselves from net income for their development 
expenditures. All but about 11,600 units had been disposed of as of June 30, 1954. 


Subsistence homesteads and Greentowns 


This program was developed, managed and disposed of under the provisions 
of the acts of June 29, 1936 (49 Stat. 2035), and May 19, 1949 (63 Stat. 68). This 
program when transferred to the Public Housing Administration consisted of 
31 subsistence homesteads projects containing 3,147 units and 3 Greentown 
projects containing 2,722 units representing a Government investment of $60 
nillion. 


The liquidation of all remaining real property of the Greentown projects has 
been accomplished in fiscal 1955. The only remaining assets of the program are 
mortgage loan notes and lease and purchase agreements acquired in the disposi- 
tion of the program. 


STATUS OF DISPOSITION PROGRAM 


Mr. Tuomas. Where is the narrative showing what you have left 
as of the beginning of 1955 and what you will have left at the begin- 
ning of 1956, in these housing of veterans, reuse, war emergency, and 
0 forth programs? Where is that table? 

Mr. Wooren. Page 28 will give you, probably in a more summary 
fashion, the information that you are interested in, Mr. Chairman. 

Mr. Tuomas. I read it. 

Mr. Wooren. It shows you the inventory on hand for each of those 
years, 

Mr. Troomas. On hand for 19—what year? 

Mr. Srusser. The year is at the top of each column. 

Mr. Tuomas. You mean as of now, 1955 or 1956, on hand, 180,865 
units‘ You have released for disposition 106,402? And not released 
for disposition 74,462. Some place in the narrative I remember 
reading 

Mr. Yates, That is as of June 30. 

. Mr. Tromas. You will have 74,000 or, roughly, 75,000 beyond fiscal 
‘#96 on hand; is that correct, or is it 160,000 beyond fiscal 1956? 
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Mr. Stusser. No, sir. 

Mr. Rurrner. It is 61,000 beyond 1956. 

Mr. Tomas. I would like to have inserted in the record at this 
point, page 28. 

(P. 28 referred to.is as follows :) 


SUMMARY OF MANAGEMENT STatTwus 


The management status of all housing at the end of each year is shown in the 
following table: 





——. 
1954 actual | 1955estimate | 1956 estima; 


Federally operated: 





Public war and defense housing_- ; 73, 352 54, 019 40.519 
Veterans’ reuse ie : ; ae dé . 1, 502 1, 502 
Total. o> oe ee 74, 854 55, 521 40,519 
Leased: 
Public war and defense housing... . . 85, 586 47, 686 13, 88 
Veterans’ reuse under management of local bodies_--- 10, 082 2, 508 
ba i i oc seas i acchciewnibbeas es 95, 668 50, 194 13, 88 
Total active program : : ; 170, 522 105, 715 54, 405 
Inactive management - / A : 24, 167 14, 467 6, 787 
Total inventory __-- = : as 194, 689 120, 182 61, 172 





DISPOSITION OPERATIONS 


The disposition program of the Public Housing Administration has progressed 
more rapidly than estimated. Every effort has been directed toward carrying 
out the expressed intent of Congress that all emergency housing be disposed of 
as quickly as possible. For example, the PHA budget submitted for fiscal year 
1955 included disposition estimates of 57,559 units for 1954 and 74,003 units for 
1955. The budget now being submitted for fiscal year 1956 shows that 62,582 
units were actually disposed of in 1954 or 4,823 units more than estimated. Re- 
vised estimates for 1955 now contemplate the disposition of 76,574 units or 2,571 
more than originally estimated. For the first 6 months of this year approxi- 
mately 44,400 units were disposed of or about 58 percent of the total estimated 
for the year. 

The accelerated disposition of war housing projects will continue in 1956. Dis 
position of the two remaining federally operated veterans’ reuse housing prej- 
ects will be completed in 1956. All of the remaining real property of the Greet 
towns program has been sold. 

The inventory of emergency housing units, excluding defense housing units, 
as of June 30, 1954, broken down into dwelling units released for disposition and 
not released for disposition, is shown below: 


th Date A I gic a cca es ns nme tcc ede eles 180, $65 
Released for disposition_____-- wg Ast ie Ree) ge eR 3 106, A 
Deot webeneed. Dab eee han a i th dh enki 74, 463 


PROPERTIES UNDER CONTROL OF MILITARY SERVICES 


Mr. Tuomas. Why are you going to keep those 75,000 units for 
1956? 

Mr. Stusser. They have not been released from disposition by the 
Defense Department. They have not been released for disposition. 

Mr. Tuomas. Spell it out for us. 

Mr. Stusser. Properties on military reservations or which are be: 
ing used for defense purposes and in which the Defense Departmett 
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has said that they have a continuing interest, or for which they have 
a continuing use. 

Mr. Tuomas. That is in your narrative all right. I am just trying 
to condense it, but there are not many actually on military reserva- 
tions. ‘These are properties around military installations but doing 
military work. 

Mr. Stusser. They may be near defense plants. 

Mr. Tuomas. Ave these properties you have submitted to the mili- 
tary if they want to take them over, or only those military installa- 
tions—— 

Mr. Stusser. May I say this, Mr. Chairman, that we are driving 
toward the hard core. We are getting cooperation from the military 
and getting disposition on some of these. Some of them they have 
agreed to take over completely. There are some in question. We 
do not know what the question is going to be on them. We are 
driving for a hard core which we expect to be down to by June 30 of 
1936. By that time, if we have management prope rties or some thing 
else to take over 

Mr. Tuomas. I think this is what I have in mind here. Iam going 
to read it in the record : 





The disposition program of the Public Housing Administration has progressed 
more rapidly than expected. Every effort has been directed toward carrying 
out the express intent of the Congress that all emergency housing be disposed of 
as quickly as possible. For example, the Public Housing Administration budget 


submitted for fiscal year 1955 included disposition estimates of 57,559 units and 
for 1956, 74,000. 

The budget now being submitted for the fiscal year 1956 shows 
only 62,382 units which is some 15,000—which is my language—less 
than you disposed of in fiscal 1955. 

What I had in mind was why less units were disposed of in 1956 
than in 1955 by as much as 12,000 units. It shows that the revised 
estimates for 1955 now contemplate the disposition of 76,000 units 
will be made. So that makes 14,000. While the original estimates 
and so on, and so on—for the first 6 months of this year—44,000 ost 
were disposed of; about 58 percent of the total estimated for the yea 

So you are going to dispose of about 14,000 more units in 1956 ain 
you are in 1 55. That is what I was trying to find. That is what 
I was tr ying to put my finger on. 

Mr. Sucsser. As near as we can estimate it, Mr. Thomas, there will 
be a limit on the number that will be available for us for disposition 
because of these defense needs. 

Mr. THomas. You may, or you mean, all this 180,000 units that you 
had at the beginning of fiscal 1955—were they on military reserva- 
tions or serving military construction needs, or military and indus- 
trial needs # 

Mr. Stusser. I mean those we are coming down to now are the hard 
core of what we call the disposal program. 

Those are hard to shake loose for defense reasons. 

Mr. Tuomas. We understand that. It is for that reason, then, that 
_ ure going to dispose of 14,000 more units in 1955 than you are 
InN 1LD56 ¢ 


Mr. Stusser. I think we had a larger field to work in. 
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AUTHORITY TO RELEASE PROJECTS FOR DISPOSITION 


Mr. THomas. Do you have any control over what you sell, what 
you dispose of, what you give away, or does the military call the 
signals ? 

Mr. Stusser. No, sir; those that are released for disposition we have 
control of, and we go as fast and as rapidly as we can. 

Mr. Tuomas. Who has these properties before they are relesaed to 
you? 

Mr. Stusser. They are generally controlled by the Defense Depart- 
ment. They are now released to us for disposition purposes. 

Mr. Tuomas. Is the title in the Public Housing Administration to 
these properties or is it in the military ? 

Mr. Stusser. The title is in the Public Housing Administration as 
the operator of the project ? 

Mr. Tuomas. What authority does the military have over it? 

Mr. Suusser. I do not think I am prepared to answer that. 

Mr. Tuomas. The answer is that they have none, other than they 
just are able to outtalk you people and say that we need these prop- 
erties around this manufacturing installation or this cantonment or 
so forth. The title is in you. These units were built with funds 
which were appropriated to you and not tothe military. 

Mr. Wooten. The program determination that the housing can be 
disposed of is the responsibility of the Administrator. When the 
Administrator makes the determination that the housing is available 
for disposition we can then move to dispose of the property and we 
then have full authority to go ahead, as I understand it. 

Mr. Stusser. I believe that is correct, Mr. Chairman. 

Mr. Tuomas. The Administrator of Home and Housing Finance, 
when you referred to the Administrator, did you mean him or the 
Administrator of Public Housing ? 

Mr. Stusser. That has been delegated to me as of March 18, 1954. 
The Administrator delegated to me the authority for the disposition, 
the total disposition program, and 

Mr. Tuomas. Have you not had that authority all the time? 

Mr. Stusser. No, sir; I believe not. 

Mr. Tuomas. Where was it before you had it? 

Mr. Stusser. In the Administrator. He had the authority. 

Mr. Tuomas. By what authority does he have it ? 

Mr. Stusser. Because by Presidential directive, it was centered 
there, sir. 

Mr. Wooren. He has it by congressional legislation. He has the 
responsibility for the Lanham program and the delegation that we 
work under, a delegation of authority from the Administrator—— 

Mr. Tuomas. That is by statute. He did not have authority when 
this program was constructed, did he? 

Mr. Wooren. Yes, sir. 

Mr. Tuomas. The Administrator of Housing and Home Finance. 
the Administrator had it from the beginning, back in 1945 and 146. 

Mr. Wooten. That is my understanding, sir. 

Mr. Tuomas. We know he had it for the emergency program be- 
ginning in 1950. 

Mr. Wooren. Defense housing under Public Law 139. I believe 
that is true of the Lanham program, as well, sir. 
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Mr. Tuomas. How much is this property costing you’ Are you 
showing an excess of revenue over expenses, enough to take care of 
some of the amortization and so forth ? 

Mr. Suusser. That is generally true as far as the operation expense 
sconcerned. I do not believe that it is true as far as the amortization 
sconcerned. There are some projects I would have to say to you, sir, 

iat are operating at a deficit. 

“Mr. Tuomas. Of course, the longer you keep this property the less 
its value is going to be, is that not tr ue? 

Mr. SLUSSER. “That is right, sir. 


DISPOSITION OPERATIONS 


Mr. THomas. What is the usual disposition of this property? Is 
itina give-away, sale, or what-have-you ? 

Mr. Stusser. No, sir. 

Mr. THomas. Complete demolition, or what ¢ 

Mr. Stusser. If they are permanent, we try to sell them by sub- 
dividing so that we get the greatest return. If we can get the city to 
accept dedication and the services, and enter the services of the city 

nto an allotment—we try to sell them to the individuals living in 
them. If we cannot do that, we try to sell as an entity to some specu- 
lator or investor. In places there are mutuals formed depending on the 
type of property. 

Mr. THomas. Where are these properties? Not necessarily where, 
but in how many different localities are these properties located ? 

Mr. Stusser. I could not tell you that. They are located all 
over the United States, from California to Maine and from New 
York to any place in the South. The heaviest concentration of them 
are in the west coast, in the Norfolk area, and places like that where 
you have the shipbuilding industry. Also at San Diego, where there 
are some 22,000, 

When I first came in office, there were 22,000 units there alone. 

The city of Richmond, Calif., was very heavily populated with 
them and Alameda, and San Francisco, were also very heavily pop- 
ulated, 

Mr. THomas. What has happened to those units around Rich- 
mond and Alameda ? 

Mr. Stusser. In Richmond, we have disposed of most of those. 
They are in the disposal program to aid them in rehabilitating the 
city. They have a title I program going on. A good many of those 
were sold offsite and the demountable. buildings were sold offsite. 
And the Alameda area, we have not yet completed disposition there 
because the population being very dense there, and no place to put 
them, no building going on there-—— 

ae Tuomas. You have some slum problems out there, have you 
not? 

Mr. Susser. In San Diego, we are through with the disposition 
program. In the Norfolk area, where we have a heavy concentra- 
tion, we are working with the municipalities and trying to dispose of 
itasr apidly as we can. Some of these have been transferred to some 
low-rent use and some to local-housing authority under other types 
of arran gements. 
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Mr. Tuomas. Most of this stuff that you now have is getting right 
down to what we call the drug ends, is it not? 

Mr. Stusser. That is right, “what I refer to as the hard core. And 
my recommendation to the Administrator was that we handle dis. 
position to the end of 1956, and then find a means of turning What 
is left over to other management because it will be some number of 
years before we can get rid of it. 

Mr. Tuomas. The quicker you can get rid of it, the better off you 
will be. , 

OPERATING REVENUES 


What revenue are you getting over and above the total expenses’ 

Mr. Rurrner. For the M4, 000 units that we have disposed of during 
the first 6 months of this fiscal year, we received $15,911,000 in cas) 
and mortgages—say $16 million. 

Mr. Suusser. I have had that brought up to date. At the present 
time, from the standpoint now of sales, you were asking about the 
income of the property 

Mr. THomas. Income of what you have left. 

Mr. Rurrner. During the fiscal year 1954, our residual receipts 
from these properties were—that is, the feder: ally operated projects— 
were $15,144,000 and from the leased projects, our residual receipts 
were $11,132,000. 

Mr. Tuomas. The leased projects are really the cream of what you 
have left. What was your expense against that $15 million intake’ 

Mr. Rurrner. That was the net figure. 

Mr. THomas. The net figure, excluding the leased properties, thai 
is, the business properties ? 

Mr. Rurrner. The cost of operation was $24,132,000 on those. 

Mr. THomMas. Y ou took in $15 million ? 

Mr. RuFrrner. No, sir; we took in $39,273,000. 

Mr. THomas. Does that include leased properties or does it exclude 
those? Those are your good ones ? 

Mr. Rurrner. Those are the federally operated projects. 

Mr. Tuomas. You have an income of $39 million and an expetise of 
$20-some-million ? 

Mr. Rurrner. The net residual receipts amount to $15 million. 

Mr. THomas. What was your original acquisition cost / 

Mr. Rurrner. That, I do not know, sir. I do not have that with 
me but we can supply it. 


DEFENSE HOUSING PROGRAM 


Mr. Tuomas. What about the emergency program which started in 
1950? How much did you spend on that?) That was under the Ofiice 
of the Administrator. Has that been delegated to public housing now! 

Mr. Stusser. Yes, sir, it has. 

Mr. THomas. What have you completed now, about 7,000 units! 

Mr. Stuusser. He still retains authority. I think I recited it. I 
think about 7,000 units. 

That was the net. During this year, during this year and a half, 
about 7,000 units have been added to our inventory. 

Mr. Tuomas. In that program, that does not include the total of 
your program, the emergency program of 1950? 
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‘ 
Mr. Stusserk. Those are included. 

Mr. THomas. What is the total figure, if they were added‘ How 
many more do you have under the program ¢ 

Mr. Rurrner. These figures that we have been reciting are the 
iotal figures. They include all of your old emergency war-housing 
programs. I hope I am using the right terms—the Lanham pro- 
eramn—— 

Mr. Stusser. He is talking about 

Mr. Tuomas. I am specifically going to the emergency program of 
1950. 

Mr. Frantz. Pretty close to 11,000 units in total, Mr. Thomas. That 
is my recollection. 

Mr. Tuomas. What was the total appropriation for that program / 

Mr. Frantz. $65,500,000, I think. 

Mr. THomas. I thought it was about $100 million and $35 million 
rescinded ? 

Mr. Frantz. There was $100 million authorized 

Mr. THomas. About $75 million appropriated and $65 million used. 
Do you have that figure there ? 

Mr. Frantz. There were some rescisions; yes, sir. 

Mr. Rurrer. The authorization was $100 million and you appro- 
priated $87,500,000 ; $22 million was rescinded, leaving a net appropri- 
ation of $65,500,000. 

Mr. THomas. What have we got to show for that $6514 million / 
About 11,000 units? And a large part of that was for trailers, as 
well as | remember. 

Mr. Rurrner. 12,000 units. 

Mr. THomas. Whereabouts is that property located? Savannah, 
and where else ? 

Mr. Stusser. I just recall two names that came across my desk. 
One of them is at Mission, Tex., and the other one is at Key West, 
Fla. 

Mr, Wooren. There are a number of service camps all over the 
country. 

Mr. Tuomas. Have you got a list of them there, and the nature of 
them ? 

Mr. Rurrner. Could I supply that for the record ¢ 

Mr. THomas. : an somebody give it to us now? 

Mr. Susser. I do not have it : no, sir. 

Mr. Puiiirs. How many of them are trailer camps? 

Mr. Stusser. I would say the greater portion of them, isn’t that 
right / 

Mr. Frantz. I believe that is so. 

Mr. Trromas. More than half. 

I have a figure in my mind and I think it is around 7,000, but T am 
hot trusting my memory this late in the day. 

Mr. Wooren. For trailers? 

Mr. Tuomas. Yes, sir. 

Mr. Stusser. You would be pretty close, Mr. Thomas. 

Mr. THomas. Where are they located ? 

Mr. Susser. Key West, and some at Waverly, Ohio. 

Mr. Wooren. Also C amp Rucker, Ala. 

Mr. Putts. The deterioration must be terrific. 














1606 


Mr. Tuomas. What are you doing with them? Have you starte; 
to liquidate them or sell them ? 

Mr. Wooren. Those, in the main, are in active use and fully occ. 
pied and with a few exceptions, most of them are in quite active use, 
Mr. Yares. Is that part of the hard core you spoke about before’ 

Mr. Stusser. That would be part of it, yes. 

There was a discussion the other day about Mission, Tex. We wer 
talking about moving demountables from some other location an 
moving them there, rather than buying trailers. 

Mr. THomas. You do not have any estimates of figures here with 
you? 

Mr. Suusser. Of the defense housing? 

Mr. Tuomas. Yes, sir. 

Mr. Stusser. Not on the locations, sir. 

Mr. Wooren. We have a directory on that; we just do not happen to 
have it withus. That is readily available, if you want it. 

Mr. Tuomas. Mr. Yates just asked, is that part of that 64,000 units 
that you will carry over beyond 1956? 

Mr. Stussrer. My experience with that has been this, Mr. Thomas, 
that sometimes they shift these camps and they totally abandoned one. 
Then we dispose of those or transfer them to the next camp. 

Since I have been in the agency and have had any relationship 
with this war housing that has been my experience, it has been my 
experience that you suddenly shift from this place to that place and 
we shifted some from Hawthorne, Nev. We moved trailers from one 
camp to another. 


PHA PROJECT EMPLOYMENT 


Mr. Tuomas. How do you arrive at this figure of $13 million for 
nonadministrative expansion in the field? What is the nature of 
the employment of your 1,500 people now ? 

Mr. Suusser. 1,100. 

Mr. Tuomas. I said, now? 

Mr. Stussrr. They are management people, maintenance people. 

Mr. Tuomas. How are they broken down? You have managers 
here in the District of Columbia, have you not? 

Mr. Stusser. Managers of the housing projects, you mean ? 

Mr. Tuomas. Yes. 

Mr. Stusser. I do not know whether we have any in the District. 

Mr. Tuomas. You have an Operations Division here of 46 in the 
District of Columbia. You have a Programs Division consisting of 
117. Of course, your big division here is your Administrative Div- 
sion, is it not? 

What do they do? 

Mr. Stusser. Referring to the central office staff ? 

Mr. Tomas. Yes. 

Mr. Rurrner. We are getting this term, management people, col: 
fused. The thing we are calling management people are those ell 
ployees who are working right at the project, taking care of the day- 
to-day operations of the individual projects. 

Mr. Tuomas. We have tried to get a breakdown on your nonaé: 
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ministrative expenses for 2 or 3 years, one that we can understand. 
We have never been able to get it. 

How many people are doing what ? 

Mr. Stusser. The: breakdown between administrative expense in 
the central office and in the field office, and in the disposition program ? 

Mr. Rurrner. Are you not asking for a breakdown of the number 
of people who are engaged in the direct operation of the projects? 

Mr. Tuomas. In the field, of your 1,500 people for this year and 
your 1,100 people for next year, what are they doing? 

" Mr. Rurrner. The people engaged in the direct operation of the 
project include the plumbers, electricians, and so forth. 

Mr. Tuomas. Where are the green sheets on those people. You 
never brought up any green sheets. 

Mr. Rurrner. We did submit green sheets and they are included 
in the printed budget and you will find that 

Mr. Putuures. Will that cover the Washington area as well as 
outside ? 

Mr. Rurrner. That covers all projects. It is on pages 115, 116, 117, 
of the printed budget. 

Mr. Tomas. You mean the committee print or the justifications? 

Mr. Rurrner. The President’s printed budget. 

Mr. Frantz. The appendix to the budget. 

Mr. Tuomas. It isin your justification ? 

Mr. Rurrner. No, sir; it is not in that. We did not duplicate in 
this justification information which has been included in the Presi- 
dent’s printed budget. 

Mr. Toomas. How many field offices do you have, six? 

Mr. Stusser. No, sir; we have seven, Mr. Chairman. 

Mr. Tuomas. New York, Washington, Philadelphia, Atlanta, Fort 
Worth, Puerto Rico. Where is your Washington office located ? 

Mr. Stusser. In the central office building. 

Mr. Tomas. What is its area of jurisdiction ? 

Mr. Stusser. They have West Virginia, Virginia, Maryland, and 
the District of Columbia 








PROPOSED MOVE OF WASHINGTON FIELD OFFICE 


Mr. Tuomas. Someone said you contemplated moving that office? 

Mr. Stusser. And Delaware. That is part of the reorganization 
program. 

Mr. Tuomas. What will it cost you to move it? 

Mr. Stusser. Mr. Wooten, do you care to express those figures ? 
P Mr. Woorren. The recurring cost is estimated at approximately 
$170,000. 

Mr. Tuomas. The recurring cost ? 

Mr. Wooren. The annual cost, I should say. 

Mr. THomas. What is it going to cost to pick it up and move it to 
start with ? 

_Mr. Wooren. That would be limited primarily to two things, estab- 
lishing space there and installation of telephones and the other prin- 
cipal item of expense would be transportation of household effects, be- 
tween $25,000 and $40,000. 
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Mr. Puituirs. I do not understand the $170,000. Is that the new 
cost or the present cost ? 

Mr. Wooren. That is the increase over the present cost. 

Mr. Tuomas. The recurring cost would be $170,000 a year, and it 
would cost $50,000 to $75,000 to move ? 


NUMBER OF FIELD OFFICES 


Mr. Wooten. $25,000 to $40,000. 

Mr. Puuiures. Is it going to be more expensive in the new location! 

Mr. Tuomas. Where are you figuring on moving to? 

Mr. Stusser. I do not know if the location has been determined, 
Mr. Frantz could probably answer that. Has the administrator 
indicated it ? 

Mr. Frantz. The plan at this moment, Mr. Chairman, is to have 
the region 2 headquarters for all parts of the agency in Philadelphia, 
That has not been finally settled in all detail. What the Administra. 
tor has been trying to do—— 

Mr. Tuomas. Is that part of your plan to put all the offices in the 
same town, the component agencies ? 

Mr. Frantz. To bring them all together insofar as possible in the 
same buildings or contiguous space, so that people can deal with the 
agency in one place. 

Mr. THomas. Are you going to put them all in the same building, 
the Administrator’s office, Public Housing, FNMA, FHA? 

Mr. Franvrz. As rapidly as that can be worked out with General 
Services Administration, yes, Mr. Chairman. There are some 
difficulties. 

Mr. Tuomas. But you plan to get them now in the same town / 

Mr. Frantz. Yes, sir. 

Mr. Prituires. Why would it cost $170,000 more to do that ? 

Mr. Stusser. Because we increased the size of the office and in- 
creased the size of the authority to be transferred to the Philadelphia 
area. 

Mr. Pumps. You mean you are going to hire more people/ 

Mr. Stusser. That’s right, sir. 

Mr. Puitiies. You would have the same increase if you stayed 
here then ? 

Mr. Stusser. Not under our present operation. We would not 
be joined with—we are operating with title I under the new legisla- 
tion. Of course, it is essential that we work very closely together. 

Mr. Tuomas. Where is the money in this budget for 1956 to entail 
an additional cost here of $200,000 or $225,000 for moving? 

Mr. Suusser. It is included in your several items of personnel, 
rental costs, and such as that; is that it? 

Mr. Tuomas. Is it set out specifically, the cost of moving? 

Mr. Rurrner. The Philadelphia office proposal came along after 
the budget had been submitted to the Bureau but we were able to 
make the adjustment in the personnel figures here, and there 1s 4 
small adjustment in travel. Those are the only two adjustments that 
have been made. 
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Mr. Wooren. We did not budget for this expense in our submis- 
sion to the Bureau of the Budget but would have to absorb it within 
this budget allowance. 

Mr. THomas. So there is at least $225,000 more than you need 
under regular conditions, then, in this budget ? 

Mr. RurrNer. No, sir; I do not think so. 

Mr. Tuomas. If you are going to absorb it out of this budget and 
you are going to move, where are you going to get it then? — 

Mr. Stusser. It is included in the personnel figures. 

Mr. Rurener. That’s right. 

Mr. Stusser. Your other expenses that are incidental to the opera- 
tion of the office are included on the basis of the setup in Philadelphia ? 

Mr. Rurrner. Yes, sir. 

Mr. Stusser. Those are included in the present budgetary figures? 

Mr. Wooren. Yes, sir. : 


SUMMARY OF ADMINISTRATIVE EXPENSE 
Mr. Tuomas. I would like to have inserted in the record at this 


point page 37. 
(P. 37 referred to is as follows :) 
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Mr. Tuomas. At this point, there are 777 position for 1955, in 
the Department, in the District of Columbia, and 775 for 1956. In 
the field, for 1955, it is 910 and 938. And the total for 1955 is 1,687. 
The total for 1956, is 1,718, which is an increase of 26. They are all 
in the field. Your field offices are New York, Washington, Philadel- 
phia, Atlanta, Chicago, Fort Worth, San Francisco, and Puerto 
Rico. 

I see you want to have 43 in your Legal Division. Surely you do not 
need 43 people in your Legal Division when the Office of the Admin- 
istrator has 100 in his legal division. 

Mr. Stusser. We are using them constantly, sir, on our own work. 


NUMBER OF LEGAL POSITIONS IN HHFA 


Mr. Tuomas. I wonder if you would be good enough to insert at 
this point in the record the people in each of the component agencies 
of the Housing and Home Finance under the heading “Legal Di- 
vision.” I will start you out. It is 100 in the Office of Housing and 
Home Finance Agency; it is 43 in Public Housing. There are 20 
in FNMA. Anyway, you supply that. 

(Nore.—The information requested appears at p. 1612.) 

Do you need 43 lawyers? Do you need a Legal Division of 43 
people when the Office of the Administrator has 100 in its legal 
division ¢ 

Mr. Stusser. I would say ours are constantly busy on our own 
problems, sir, and I find that they are constantly busy with the work, 
with the requirements of the Agency. 


SUPERVISION AND COORDINATION 


Mr. Tuomas. What elements of coordination and supervision, and 
so forth, does the Office of the Administrator of the Housing and 
Home Finance Agency do with, by, and through Public Housing 
Administration, that you did not do in 1954? 

Mr. Stusser. I do not know of any. We are coordinating with 
them, cooperating with them in our work as we keep them informed 
of what we are doing, keep them advised of what we are doing. We 
exchange information on Te islative matters, on court procedures, on 
compliances. But we handle that work in our own organization. 

Mr. Tomas. Is this move, wherever you are figuring to move, your 
decision or the decision of the Housing Administrator, the Admuinis- 
trator of Housing and Home Finance? 

Mr. Stusser. It is his program. I am his subordinate. I do not 
make his plans. I advise with him, and as far as our own shop is 
concerned, I feel it is in the best interests of our shop. The decisions 
are his to make, 

Mr. Tuomas. What part, if any, of your 1955 appropriations are 
appropriated to Public Housing and then transferred to the Office 
of the Administrator of the Home and Housing Agency ? 

Mr. Franrz. None. 

Mr. Stusser. None that I know of, sir. 


Mr. Putiures. Do you want that list of lawyers now? Mr. Frantz 
las It. 
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Mr. Frantz. I have a table of legal positions, agencywide, My. 
Chairman. I do not have it here with me, but I will be glad to 
provide it for the record. I did not hear your question. 

Mr. Tuomas. I think we have it listed here some place but if you 
will insert it in the record at this point, it will be fine. 

(The table requested is as follows:) 


Hovusinc AND HoME FINANCE AGENCY 


Summary of legal employment and budgeted positions 





























Employment Dec. 31, 1954 1956 budget estimate 
‘ 5 | , : a 
Profes-| Cleri- | », | Annual | Profes-| Cleri- | ,.,. Annual 
sional cal Potal salaries | sional | cal Potal salaries 
nt sae | || = 
OA: | | rae a Tipe | 
Central Office. --.--- 28 | 24 | 52 | $348, 635 | 35 | 25 60 $402, 835 
etc ohdn 3a i3cGe ee beee 14 | 5 19 | 138, 295 | 40 | 16, 56 | 388, 515 
Total, OA.......-..-- | 42/ 29/ 7] 486,990) 75) 4] 116) = mam 
eS 7 s 15| 89, 135 | 9; | 20) 1213 
SS : — = — a SS ain == ————_—— EE —_—_—_—_ -_ — - 
FHA: | 
Central Office. __...__-- 19 | 22 | 41 248, 815 | 33 27 | 60 334, 435 
WO c3252506..- 40880 13 20 33) 167, 120 | 20 24 | 44 229 -54)) 
Total, FHA......-.--- | 32 42 74| 415,935| 88 51 104 | 556,935 
PHA: | | Lr ie (2h eee 
Central Office. ......--- | 21 | 21 | 42 261, 395 | 21 22 | 43} 263,58 
PONDS css aaiceiae TT, 46 | 37 | 83 485, 690 | 49 40 89 520, 959 
Total, PHA___..___-- 67 | 58 125 | 747, 085 | 70 62 132 784, 545 
| RE eS 27 30 57| 200,880; 37| 33; 70!  380,% 
Total, legal.......-...- | 175 | 167| 342 | 2,038,065) 244) = 198 | 442 | 2, 635,01 


Mr. Frantz. Yes, sir. 
SUMMARY OF OTHER OsBJEcTS OF EXPENSE 


Mr. Tuomas. It is going to be right at 200. 

I would like to have inserted at this point in the record, page 44. 
It is called Other objects. 

(Page 44 is as follows:) 


SuMMARY OF OTHER OBJECTS OF EXPENSE 


The tabulation below presents a summary of the estimates for objects of ex- 
pense, other than personal services. A detailed explanation for each object clas 
is given on the pages that follow. 





Objective class 1954 actual | 1955 estimate | 1956 estimate 

Oe ON 3 iin cciin dads cc sgt cb) <8 cba Ans ceeamentp ee $637, 628 $790, 000 $790, (0! 
fie yO ES eee a eer 36, 483 | 9, 000 26, (000 
ea I ee ee ree Pree ee 250, 565 | 259, 000 259, (00 
05 Rents and utilities_._....-.-.-- nates ins ease Anse 696, 642 | 716, 000 | 725, 00 
06 Printing and reproduction____........--.-------- atte dhe | 58, 402 | 58, 000 58, (0 
OF “CORRE CURR IIIIIEE BITIOOE aon ness on veins incense acns 109, 698 | 64, 000 | 67, Out 
ee cao icniehine Side ep wter<sabaslngeodoee con ae | 55, 000 55. 000 | 55, 000 

06. Sannliek end matress... .. 5 oo co Sac) - ede | 67, 185 69, 000 | 69, (0! 
I a awe 52, 636 | 33, 000 13, O00 
13 Refunds, awards, and indemnities_-_ .-___._....-..----.---- 1, 352 | 2, 000 2, 00 
15 Taxes and assessments... -........--.-- Viknikcien mie ewsna nase) 9, 290 7, 000 5, O00 





Ns cacck dee nesceknnccbneseinansc esac saaeeseen 1, 974, 881 | 2, 062, 000 2, 069, OW 
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TRAVEL 


Mr. THomas. Travel is shown here as $790,000. Why is that travel 
figure so big? 

“Mr. Stusser. That is principally for the shifting of these people 
around in the Lanham program. 

\r. Wooten. $790,000. No, sir, that is the travel expense of our 
administrative staff and largely, as you know, that is for the auditing 
and inspection work of the auditors and engineers who are in a travel 
status. 

Mr. Stusser. They go into the field to visit these local housing 
authorities? 

Mr. Wooren. Yes, sir. 

\lr. THomas. Your engineers on the site? 

Mr. Stusser. Project engineers. 

Mr. TuHomas. Is that what you mean, project engineers? 

Mr. Stusser. We have project engineers on the site, but we have 
other engineers who travel out of the central office. 

Mr. Tuomas. That is charged against the project itself? 

Mr. Stusser. That’s right, sir. 

Mr. Tuomas. It appears in this budget too? 

Mr. Situsser. No, sir, these are engineers in the field office and in 
the central office that are traveling to the projects, into the local 
authorities. 

RENTS AND UTILITIES 


Mr. Tuomas. Why is this increase in rents up from $716,000 to 
$725,000 for the fiscal year 1956? Where is that money spent? 

Mr. Rurrner. That is an increase in rental costs, estimated addi- 
tional costs for the Philadelphia field office. 

Mr. Tuomas. I think you will find that on page 47. 

You have an automobile rental here of $7,000 for 1956 and for 1955. 
How does that item come in? 

Mr. Wooren. Mr. Chairman, as you recall, a number of vears ago, 
we had a larger fleet of automobiles for the administrative staff. We 
have been cutting that back now to some 24 cars. In order to do that, 
we have entered into contracts wherever it is cheaper to use a rental 
car. We rent it on a trip-basis. That is what this $7,000 is for. 

Mr. Tomas. Your tabulating machines. We are always suspicious 
when you use round figures for 2 years inarow. We figure they ought 
to change at least 1 or 2 pennies a year. 

Mr. Wooren. The latest information, of course, that we have is 
the 1954 actual and the 1955 and 1956 estimates are based on that 
experience. 

Mr. Tuomas. Let us see about rent. I do not remember seeing 
anything about the move. General Services Administration does not 
have appropriated funds to take care of space rentals and utilities 
costs required by the Public Housing Administration? They have a 
lot of money; I do not know why. The space must, therefore, be pro- 
cured by Public Housing and kept at a minimum. The standard esti- 
mated for the space rented, cost for buildings and utilities, and every- 
thing, is $410 per year per employee. 

When you get through we know exactly nil, don’t we, about your 
rent? So we found out about that, or we did find out that we are 


58616—55—pt. 2——_52 
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going to have to multiply that 410 by—that is too much multiplica- 
tion, because I couldn’t tell whether that was in the District of 
Columbia or in the field. 

Mr. Woorern. The figure is exactly the same for 1956 as for 1955 
In other words, we contemplate using the same space if we have the 
same staff next year as we have this vear, with the one exception that 
was mentioned, the $9,000 additional because of the additional 
number of emplovees in the new location. 

Mr. Tuomas. Why not now, in all good fun, why can’t you really, 
from now on, break this out and tell us something about 1t? What 
are you paying in Fort Worth, in San Francisco? How many square 
feet do you have in New York? What is your rent space there? | 
it absolutely not available? Your sheets here are silent on that. 

Mr. WootrrNn. We will be glad to follow that practice. 

Mr. Tuomas. I am not telling you anything you do not know. 

Mr. Stusser. That can be furnished very easily. 

(The information requested is as follows:) 


Estimated cost of space rentals and utilities, fiscal year 1956 














Number of Cost per Estimated 
Location square feet Square foot | cost per year 

Office space: 
DIN... celui. ascakmebeeesubendelbn’ aac germane 104, 762 $3. 53 $370, 000 

Field offices: 

iri ak dgin Satine needa os asad onde s ede 21, 735 2. 25 49, 000 
IR in ui srncactea a kerk Abie mae einem eee ae 17, 750 2. 93 52. 00 
Sh a ataratede antes Sih thunpnchibedankukinekdpitiees 24, 649 2. 00 49, OM 
RNIN 1: 5..c4-< aoketnenite naa ueagitawenioneeadkeminaans 19, 983 3.12 62, 00 
PEI bis dh 4 othidbak wedn ddddsiu mri aedabe we: 12, 989 2.75 36, 000 
San Francisco-.....------ 18, 436 2. 37 44, 000 
PuMree Rico... .......-. , 823 2. 56 15, 00 
Warehouse space: Central office- 14, 549 .49 7, 0 
FONE ciincccxccamendbedh ulsdss diddnweideanthbesnanhadeuibbihusnidddl stan ssudabbaad 684, 000 





NEW YORK OFFICE SPACE 


Mr. Stusser. I might tell you that I am very displeased with the 
New York location. It is not very good. 

Mr. Tuomas. Tell us about New York. 

Mr. Stusser. I do not like the office there. 

Mr. Tuomas. How much space do you have in New York? 

Mr. Stusser. I do not know offhand how many square feet 0! 
space we have in New York. 

Mr. Tuomas. What are you paying per square foot? 

Mr. Stusser. That we will have to give you, Mr. Chairman. | 
do not have that information here with me now. 

Mr. Tuomas. How long a lease do you have? 

Mr. Stusser. I cannot supply that at the moment, Mr. Chairman 

Mr. Tuomas. This is not “chickenfeed,” you are asking for $725, 00; 
so we had better come up with something definite about it. 

Mr. Wooten. The General Services Administration rents the spact 
and we occupy it by assignment from that office and we estimate that 
for 1956, it is exactly the same footage and the same space that we 
are now occupying since the staff requirements are the same. 








ad 


an. 
(0); 


ace 
hat 





1615 


PRINTING AND REPRODUCTION 


Mr. Toomas. What are you doing with this printing item of 
$58,000, contract fee, legislative bills, letterheads, procedures? Also, 
nonstandard forms, photostats, blueprints—$18,000. Punched paper, 
$7 000. 

Your “Other objects’”’ total $2,069,000 for 1956 against $2,006,000 
for 1955. 

It is a little better than 20 percent of the personnel cost, is that 
right? If it is, it is about 11 percent high. 

“Mr. Rurrner. I had not figured that. 

Twenty percent would be $1,760,000. 

Mr. Tuomas. What does it actually figure out to now? I said 21, 
but I missed it a point and a half, didn’t 1? About 20 percent is what 
it figures out to be. It is a little better than 20 percent of the per- 
sonnel cost, is that right? If it is, it is about 11-percent high. 


Unirep States Houstnea Act PRoGRAM 


At this point will you insert in the record page 9? 
(Page 9 referred to is as follows:) 


Program highlights 


[Dollars in thousands] 





1956 estimate 


1954 actual 1955 estimate 





Number of units: | | 








Annual contribution contracts executed _._-.............--|..----.------- | IEE isin tc: 5c 
Commencement of construction authorized -__........---- 20, 784 20, 000 35, 000 
Commanitare Gar sia he eon 0 Ste nnn 56, 641 35, 000 25, 000 
War housing transferred to low-rent use-_-..........--.---- | 10, 575 GI hese cudatqnauen 
Available for occupancy at year end __-..-........-------- 373, 409 412, 409 437, 409 
Dollar volume: 

Annual contribution appropriation _-_-.........._-.------ 43, 300 | 63, 950 87,000 
Proposed supplemental appropriation for annual contri- | 

POR ce eee nate asa ae ia aca cates nda thea eeaniget hid SE ao00ceaadconten 
Borrowings from Treasury outstanding at year end____- 2 215, 000 | 111, 000 | 112,000 
Loans to local housing authorities outstanding at year end - 196, 851 155, 637 159, 037 





Adm inisirORiVG GEPMIIIIG.. wont a.< <n neccsecansesnsensss~ 6, 628 | 7, 350 8, 800 





LOW-RENT HOUSING 


Mr. THomas. You want to commence construction of 35,000 new 
subsidized rental units for the fiscal year 1956 and I read, and you 
might insert page 10-—— 

(P. 10 is as follows:) 

INTRODUCTION 


Under the provisions of the United States Housing Act of 1937, the Public Housing 
Administration is authorized to develop a program of locally owned and operated 
low-rent housing for families of low income who could not otherwise afford decent, 
safe, and sanitary dwellings. The act authorizes the Administration to make 
loans to local public housing agencies to aid in financing the development of 
low-rent housing projects and payment of limited annual contributions, to be 
appropriated annually, to assist in maintaining the low-rent character of the 
projects. 

Title III of the Housing Act of 1949 (63 Stat. 413) amended the United States 

ousing Act of 1937 and authorized the Public Housing Administration to develop 
an additional program of 810,000 units. Borrowing authority was increased to 
$1.5 billion outstanding at any one time; and the annual contributions which 
could be contracted for were increased to $336 million per year. Construction 


Starts were authorized at an annual rate of 135,000 units for a projected 6-year 
program. 
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BUDGET PROGRAM 


The budget tor the United States Housing Act program is presented in terms 
of — 
Development activity 
Capital financing 
Management activity 
Annual contribution requirements 
5. Limitation on nonadministrative expenses 


oN 


1. Development activity 

The First Independent Offices Appropriation Act, 1954, limited construction 
authority in fiscal year 1954 to 20,000 units. The 1954 act prohibited executio: 
of new preliminary loan contracts and annual contribution contracts until sub- 
sequently authorized by the Congress. 

The Housing Act of 1954, approved August 2, 1954, authorized the Public 
Housing Administration to enter into new contracts for loans and annual contri- 
butions for an additional 35,000 units during fiscal 1955. However, the act 
specifies that these projects are to be undertaken in communities in which there 
is aslum clearance and urban redevelopment project, or a slum clearance and urban 
renewal project. The act further provides that the local governing body of the 
community undertaking the program must certify that a low-rent housing project 
is necessary to assist in meeting the relocation requirements under the act. The 
number of new low-rent dwelling units covered by new contracts may not exceed 
the number of such units which the Administrator of the Housing and Home 
Finance Agency determines to be needed for relocation of families to be displaced 
as a result of Federal, State, or local governmental action in such community. 


Mr. Tuomas. And I will read a significant paragraph from page 10: 


The Housing Act of 1954, approved August 1954, authorizes the Administration 
to enter into new contracts for loans and annual contributions for an additional 
35,000 units during fiscal year 1955. However, the act specifies these projects 
are to be undertaken in communities in which there is a slum clearance and urban 
redevelopment project, or a slum clearance and urban renewal project. 

The act further provides that the local governing body of the community under- 
taking the program must certify that a low-rent housing project is necessary to 
assist in meeting the relocation requirements under the act, the number of lovw- 
rent dwelling units covered by new contracts may not exceed the number of such 
units which the Administrator of the Housing and Home Finance Agency deter- 
mines to be needed for relocation of families to be displaced as a result of Federal, 
State, or local government action in such community. 


AUTHORITY FOR NEW LOW-RENT HOUSING UNITS 


Does the Housing Act of 1954 with reference to new contracts for 
loans and annual contributions repeal language in the Independent 
Appropriations Act of 1955? 

Mr. Stusser. I believe we are so advised, sir. 

(Norre.—This response is not correct. The committee is informed 
that the Commissioner intended to say, ““* * * not so advised.”’) 

Mr. Tuomas. Does the language of the Housing Act of 1954 rein- 
state the Housing Act of 1949 with reference to specifically reviving 
that act and making it in order to construct the remaining units 0! 
the authorization of 810,000 units. 

Mr. Stusser. We have not so accepted it. 

Mr. THomas. How do you now construe the Housing Act of 1954 
with reference to new contracts for loans and annual contributions it 
your subsidized housing program? 

Mr. Stusser. We are authorized to enter into annual contribution 
contracts for 35,000 units. 

Mr. Tuomas. For the fiscal year 1956? 

Mr. Suussmer. 1955. 
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Mr. THomas. Does it authorize you to enter into any such con- 
tracts for 1957, 1958, or 1959? 

\[r. StusseR. No, sir. 

\ir. Yates. For 1958? 

Mr. StusserR. Not for 1956, until the new housing act is passed. 

Mr. Yates. Unless this committee authorizes it? 

Mr. Stusser. Unless there is further grant made to the agency. 
We are limited to 35,000 units under annual contribution contract. 

Mr, Tuomas. What does it go back to then? What anchor do you 
have? What method of financing are you going to use if the old act 
of 1937, and its amendment of 1949 have been repealed? There is 
no limitation as to the construction cost or what formula you are 
voing to base your contributions on, or any of your financing? 
~ Mr. Puriires. Your counsel is not here, is he, Mr. Slusser? 

Mr. Stusser. Mr. MeIntyre, the Chief Counsel, is not here. 1 
think it is accepted, sir, at least it is my understanding from the legal 
division, that the authority to enter into contract—there is a limitation 
put upon us. 

Mr. THomas. Turn to the Housing Act of 1954 and see if you can 
put your finger on it, on his authority, method of financing, what 
contribution are you going to make? What is the cost limitation 
per square foot, or per unit, or per family, or any yardstick under 
which you can operate? 

Mr. Stusser. Speaking only as a layman, from the advice of the 
attorneys, I understand that authority was not canceled. The 
limitation put upon us was 35,000 units. If the annual contributions 
we can enter into—— 

Mr. Tuomas. I imagine there is some definite point of view in the 
Agency somewhere. I am just trying to find out what it is. Are 
you expressing it now when you say the only thing repealed was the 
number of units and not anything else in the act? 

Mr. Stusser. Offhand, Ido not know, sir. 

Mr. THomas. Assuming there is some authority some place, but I 
will have to be shown where it is, because, after a cursory reading of 
the pertinent section of the Housing Act of 1954, it seems to me it is 
very inadequate for construction even of 1 unit much less 35,000 units. 


BASIS FOR ESTIMATING ANNUAL CONTRIBUTIONS 


Whereabouts in the justification here did you give us any informa- 
tion, and it may be here, about the yardstick that. you use in preparing 
your ultimate figures for contribution? 

In other words, here is X project located in Y town. How do you 
figure out your contributions to it? What are the items, 1, 2, 3, 4 
and so forth. 

Mr. Rurrner. On the units that are permanently financed, and 
those are the ones that are included in this estimate of our annual 


contributions, we take it project by project, we make or build up a 


table project by project. 
The contract amount of the annual contribution which we might 
have to pay, and so forth. 
Mr. Tuomas. You have a page headed, “Method of Preparing 
Annu: il Contribution” and I read it and I circled it twice because when 
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I got through, it may be through my inability to understand it, but | 
still could not understand it. 

Of course, you know how much rent you are going to get; you cay 
count that. 

Mr. Rurrner. Yes, sir. 

Mr. Tuomas. The project manager knows that. 

What items go into making that subsidy, in other words? 

Mr. Rurrner. The estimate is built up this way. I am not sur 
this is the answer to your question but if it is not, we approach it iy 
another direction. We do know the maximum amount the PHA can 
be asked or required to pay on each contract. We take that. Then 
we take the budget estimate submitted to us by the authority. 

Mr. THomas. What kind of budget? 

Mr. Rurrner. Their budget showing the estimated receipts and 
expenditures for the operation of each project. 

Mr. Tuomas. What is in their budget showing expenditure? You 
tell us so that we understand the rest of it. 

Mr. Rurrner. They come in with a detailed estimate of their 
expenditures for maintenance costs. 

Mr. Tuomas. Have you got a sample copy of one of their budgets’ 

Mr. Rurrner. Not with me. 

Mr. Tuomas. Will you put one in the record at this point? 

Mr. Rurrner. We shall be very happy to. 

(The requested information is as follows:) 

The following document includes the summary budget for both Tex-4—1 and 


Tex—4-2 and the supporting budget schedules for Tex-4-1, including the state. 
ment of actual income and expense for the fiscal vear ended December 31, 1954 


The supporting budget schedules and income and expense statements for 
Tex—4-2, which operates under the same contract as Tex—4—1, have been omitted 


in order to reduce the amount of material to be printed. 
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FISCAL YEAR EnOtaG 






ud. Bur. WO. 63-8809 












12-31-54 rman | ce sae 
HOUSING AND HOME FINANCE AGENCY Aue. CONTRIO. DATE wuMBER OCCUPANCY 
PUBLIC HOUSING ADMINISTRATION 3-17-54, * TEX Al | 3 2 
PUBLIC Law HO. TEL dae | 
ESTIMATE OF RESIDUAL RECEIPTS 
| CR LOCALLY OWNED 
| CONTRIBUTION ESTIMATE a 
| PERM. FINANCED 
| WOT PERM. Fin. a i 


aS 


WAME OF LOCAL AUTHORITY LOCATION 


SCHEDULE A - PROVISION ae 


wo. 





FISCAL YEaR 
TOTAL 
| 72,132 | 





TEX. d=]! 42,687 | 288,530 
1. Total operat ing ee en eae area ee Tae [73,822 | 289,827 | 
Expense and a ed al 
eoppeepemibe NO a 
Dd 2 Dee oe) Se 
| ee eee 2 ee RI, CR -) 


2. Total | 578,357 | 


3. Maximum Operating Reserve at End of Budget Period (1/10 of Line 2) 


a. actual Operating Reserve Balance as of Sant, 30, 1953 g9 } 

15. Estimated tncrease in Reserve During Balance of Current Fiscal Year [a j 

16. Estimated Operating Reserve Balance at Beginning of Budget Period (Line & plus 5) 4,975 

7. Difference 85" 
_Provision for Operating r i 9 hed j I i malier a 

SCHED ! ~ PRO ON FOR TERM AND ADD 0 

1. Maximum Reserve for Betterments and Addit ions at End of Budget Period fo a 

2. Actual Reserve Balance as of | __ shies) 

3. Estimated increase in Reserve During Balance of Current Fiscal Year ear 

4. Estimated Reserve Balance at Beginning of Budget Year -f) 

5. Balance Required To Achieve Maximum Reserve Sear "nee, 

6. Provision for Betterments and Additions oo eee | 











o y 
1. Resid. Rec.-Bef. Prov. for Reser [5,052 [Ne 5ht)T 





is Estimated Deficiency in Residual Receipts at End of Current Fiscal rear 


£ 
3. Rental Dedt Service (PL-4i2 Projects Only) |e 
4. Wet Residual Receipts Before Provision for Reserves 

S. Provision for Operating Reserve (Schedule A) f 

6. Provision for Betterments and additions (Schedule 8) ae ae 
7. Residual Receipts a 
| SCHEOULE D = ESTIMATED FIXED ANNUAL CONTRIBUT IO: 










PL=171 PROJECTS — PERMANENTLY FINANCED: ee 
1. level Debt Service on s Tssu 
2. Estimated Minimum Development Cost at End of Budget Period pee re, 
3. Less: Bonds issued See el 
4. Estimated Minimum Development Cost Not Financed by Bonds issued L caenceedeaall 
5. Contribution on above amount (Line 4) @___$s 
’ eal 















1. Estimated Minimum Development Cost 1. Latest Approved Minimum Dev. Cost eee 
2. = Contrib. Percentage, Less 1$ ‘aps eS 2. Maximum Contribution Percentage | eo | 
Estimated Fixed Annual Contribution | | 3, Estimated Fixed Annual Contribution| 92 49 | 












1, Estimated Fixed Annual Contribution (3chedule 0) 
2. Interest on Outstanding Notes 

3. Dedt Amortization (Latest Approved Minimum Development Cost x .0084) 
4. Total Debt Service (Line 2 plus Line 3) 


vs TL MATE! ONT! th 


1. Estimated Fixed Annual Contribution (Schedule 0) | 13,78 | 83, 062 


2. Less: Residual Receipts (Schedule C) | sn u 
es Interest Received on Sale of Bonds snail 0 
Extess Reserves | 6.38 | ' 
costeunh Receipts as of E1op Estimated | catetialil 


oe 


Excess of Fixed Ann. Cont. over Debt Serv. (Sch. E | pacman sae teencal 


+ Amount Avallable for Reduction of Contribution 


8a. Estimated accruing Annual Contribution | __ 7040 | Ay 628 
*”._txcess of Amt. Available for Reduction of Cont. (Line 7) over Est. Fixed Ann. Cont. (Line 1)] fe | ne 
‘SUBMITTED: APPROVED: 


—_—. 
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PHA-2400 Budget Bureey No. 63-Reos | "SCAL YEAR ENDING | PUBLIC LAW NO 
alten 12-31-54 | PL. 12 
HOUSING AND HOME FINANCE AGENCY lO ee aah 
PUBLIC HOUSING ADMINISTRATION | LOCALLY Owned 
13 Years | reveratty owned 
OPERATING BUDGET LOCATION a 





NAME OF PROJECT 


ACCOUNT NO. AND CLASSIFICATION 


OPERATING RECEIPTS 


Owelling Rent Schedule 
Vacancy Loss 


3110 Dwelling Renta! 
Se ee ee ee ee 
3390 Nondwelling Renta! 
TOTAL RENTAL INCOME 
3510 Sales and Services to Tenants 
3590 Miscellaneous Project Income 
3610 Interest on General Fund Investments 
2680 Collections Applicable to Off-Site Utilities 


™ ITAL OPERATING RECEIPTS _ __ 


“OPERATING EXPENDITURES 
MANAGEMENT EXPENSE 

4110 Project Office Salaries 
4120 Centra! Office Salaries 
4130 Legal, Fiscal, 
4140 Other Project Office Expense 
4150 Other Central Office Expense 
4160 


and Other Fees 


Miscellaneous Authority Expense 
TOTAL MANAGEMENT EXPENSE 
OPERATING SERVICES 
4210 Janitorial 
4220 Watchmen 
TOTAL OPERATING SERVICES 





| NAME OF LOCAL AUTHORITY 


FOUR QUARTERS ACTUAL 







23.72 
1.42 
| 
i 1704. -78 















UTILITIES 
4310 Water 
4320 Electricity 
4330 Gas 
4340 Fuel and Heating Supplies 
4350 
4390 


Heating Labor 
Sundry Utilities 
_TOTAL UTILITIES 
REPAIRS, MAINTENANCE, AND REPLACEMENTS 
4401 
4410 
4420 
4430 
4440 
4480 
4490 


Supervision and Overhead 


Grounds 


Structures 


Painting and Decorating 


Mechanical Systems 


Ranges and Refrigerators... . 1. 1. 2s eae 


Other Equipment 
TOTAL REPAIRS, ,. MAINTENANCE, AND REPLACEMENTS 


"GENERAL EXPENSE 
4710 
4720 
4730 
4740 
4750 
4760 
4770 
4780 
4790 


Insurance 


Payments in Lieu of Taxes 


TO sk en ee ee a ee we Oe ie ae Mae erie 
Contributions to Retirement Funds... . 1... se ee eee 
Terminal Leave Payments 


Supplemental Community Services 
Collection Losses 
Cost of Sales and Services to Tenants 
Other Expense 
TOTAL GENERAL EXPENSE 
REPLACEMENT OF EQUIPMENT 
7510 Replacement of Ranges and Ferrigerators . . 


7520 Replacement of Other Equipment Gs he 
TOTAL REPLACEMENT OF EQUIPMENT ....... 





TOTAL OPERATING EXPENSE AND REPLACEMENT 

cosT ss 

OPERATING IMPROVEMENTS 
7540 Property Betterments . . 
7550 Property Additions 
TOTAL OPERATING IMPROVEMENTS 
Interest on Administrative Notes Payable Rech eee ee ek 
TOTAL OPERATING EXPENDITURES—BEFORE PRO- 
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| PROJECT NO. 
| TEX 4(1-2) 
TX] Numer oF units a 
. | 502, 
| 60h 
BUDGET 
rum | a | 
23.90 | 143,934. 
| __ 20 
23.55 | 141,844, 
18 sae 2100, 
cnieein toe 
23.73 | 142,94. 
1.30 | 7,810. 
12 | 730. 
66 4,000. 
Tam ie = 
25-81 | 155,464. 




















106,002.14 
ee. *). 


























Budget Buresa No. 6-R&0A. Name ov Local Acrsoarrr 
ex ro wed 


HOUSING AND HOME FINANCE AGENCY 
PUBLIC HOUSING ADMINISTRATION 


SCHEDULE OF PRORATABLE EXPENSES 


Fiscat Yeas Ewpeo 


December 31, 195 
































ACCOUNT NO. 4120—CENTRAL OFFICE SALARIES (and other Central Office personnel) ACCOUNT NO. A—-OTHER CENTRAL OFFICE EXPENSE 
= T ] T Satagy Dest. T os 
_ Poswnion Tits — ae r ones geese 1 ives { AwouNTt 
_ MONTES | accounts a0 | | 
Sled ree Mee i ee ia | a | “atte: r i > SS oe or 
a Executive Director | 10380.| 12 | 103804 Communication - Telephone | 920. 
| | 


Secretary 3900. | 3900 





| 
Chief Accountant 5100. | 12 51004 Miscl. supplies 


| 


Sr. Bookkeeper 2/ 2520. 12 1260. 12604 


oe 


1/ Charged to Account No. bach 
| 


2/ Charged to h-1 Account Now 110 | 


(eae Ss ee SS - 





Postage- P. O. box rental 530 
| || 
Maint, Supte / | 12 | 3198.| 2022) Printing, forms, etc. 870 








420 

































































ae » | | 
oo I 
: ae Nan a 
a i | ToTaL | 2740. 
a. ACCOUNT nO. 4190—LEGAL, FISCAL, A ” ) OTHER FEES (Proratable portion) ok 
| | | 
| ry ® . @ o |. @ i 1 —@ » | © 
Be “| ch oe ae ia TOP ae ee a 
legal services 700. | Workmen's Compensation } 
| Maint. Supt. @1.239/100 
| $.11/100 lyr.| 6i. | 6h. 
| Position Bond 3yr.| 67. | 22 
| Bond, signers 3yr.|23. | 7. 
cls | Forgery 3yr.| bre | 16. 
{| 
| Automobile Policy 1 yr. | 125, | 125 
__ TOTAL _700. | TOTAL >of 





PRORATION SCHEDULE 


















©. S. GOVERNMENT PRINTING CrrICE = 10-—-69703-1 
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EXPLANATION OF BupaETr Estimates, Prosects TEX 4 (1-2), Fiscan Year 1954, 
Overstinc RECEIPTS 


The dwelling rent schedule is based on the average PUM actuals for the past 
vear and the vacancy loss is expected to show a decided improvement on TEX 4-} 
The excess utilities (electricity) is based on the average for the past 3 years. 

Sales and services to tenants is expected to remain at the 4 quarters actual 
figure. 

Miscellaneous project income should show a decrease since it is secured from 
penalties primarily and these are showing a decline. 

Interest on investments will be decreased as it will be necessary to dispose of 
bonds in order to reduce the excess Operating Reserves. 


OPERATING EXPENDITURES 
Management expense 

Project office salaries will remain stable with TEX 4-1 showing an increase du 
to a redistribution of assignments among personnel and making the workload 
comparable to TEX 4-2. 

Central office salaries are showing an increase because the pending disposition 
of Liberator Village has decreased the total number of units. 

Lega!, fiseal and other fees are well within the prescribed limitations. 

Other project office expense and other central office expense as budgeted are 
less than the past 4 quarters actual but are more than the prescribed limit, whic! 
limitation we believe is much too low. It is easy to see from the supporting 
schedules that the unavoidable expenses, based on actual] experience, totals $670 
or lacks only $80 of being the allowable amount. Certainly $80 is not enoug! 
money to supply the necessary forms, printing and miscellaneous materials that 
will be needed during the year. 





Armored car services_________- PE bd s ti niasstbe ik is ses _. $228 
Communication ey oe ree ee ae ee t 207 
Prorated central office: 
Communication sit a Pe oe ; as : 150 
ONIN ro re st tetas Brit ig % wena Ste 85 
Total__ ee ee aS ae Fae heal oe eA ee ee 670 


Miscellaneous authority expense is computed according to policy and procedure. 


Operating services 

Janitorial shows an increase due to the inclusion of project annual inspection 
in this account. 
Utilities 

Water, electricity, gas and sundry utilities amounts are based on prior annual 
experiences. 


Repairs, maintenance, and replacements 


Supervision and overhead is increased with the supervisory personnel being 
assigned more time to oversee and instruct workmen. It is believed this method 
will improve working methods and make corresponding saving of time and money 
in other repairs, maintenance, and replacement accounts. 

Grounds include the usual items necessary to maintain and improve the lawns. 
It also includes fertilizing the grass areas twice instead of one time. It includes 
a sizable replacement of lawn tools for tenant use. The equipment to be replaced 
is now 14 years old and worn out. 

Structures include the normal routine repeiss and additional work anticipated. 
The anticipated work is the flashing of roof eaves to prevent so called wall leaks, 
the repairs of exterior service door and the installation of wall brackets. 

Original construction failed to properly seal the roof at the eave starting course. 
A blowing rain will cause water to drift sideways on shingle and down inside the 
wall. flashing placed between the two starting courses will prevent this. 

Our exterior doors have weathered and have been abused to the extend o 
wood separation. We are repairing these doors with sheet metal in preference 
to replacing with new doors. 

The wall brackets are installed for antennae. We are doing this because we 
will make identical permanent installations with no damage to buildings. Wheres 
if others do this work there will be a hodgepodge of brackets and workmanship 
with resultant damage to building. 

Painting and decorating is to be done mostly on interiors. Most of the units 
need interior painting and we anticipate doing as much as possible by managemet 
and we also hope to increase our tenant painting program. 
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Mechanical systems will include the usual routine repairs. It will also include 
he replacement of @ greater number of hot water heaters. Our water heaters 
are 14 years old and started going out 3 years ago. The number going out has 
nereased steadily and we consider 15 out this year as a very conservative estimate. 

We will also have an increasing number of plumbing fittings wearing out that 
annot be repaired but that must be replaced. 

The space heaters and furnaces likewise will need more extensive repairs 

tanges and refrigerators will carry the usual repairs. In addition, we expect 
to install 50 new ranges on each project and to install 38 new refrigerators on 
TEX 4-1 and 39 new refrigerators on TEX 4-2. We also have the problem of 
refinishing the remaining 14-year-old refrigerators with its resultant increased 
uudget amount. 

Other equipment expenses we believe will remain normal. 


GENERAL EXPENSES 


Insurance will remain at approximately the normal figure. 
Collection losses are figured at current experiences 


REPLACEMENT OF EQUIPMENT 


teplacement of ranges and refrigerators 

We anticipate replacing 50 ranges and 38 refrigerators on TEX 4-1 and 50 
ranges and 39 refrigerators on TEX 4-2. 

We expect the new ranges to cost $52 each, with the old range having a selling 
alue of $12, making the new ranges cost $40 each, net. 

The refrigerators we expect to cost $112 each, with the old refrigerators having 
a selling value of $15 each, making the new refrigerators cost $97 each, net. 

Last year we started a 5-year range replacement program on each project, and 
ve hope to maintain this program until all old ranges are replaced. 

Last year’s budget carried $5,200 approved for range replacements on TEX 

1-2); 100 ranges were replaced at a net total cost of $3,731.75. 

Last year’s budget carried $34,508 approved for refrigerator replacements, 197 
refrigerators were replaced at a total net cost of $17,511.33. Although $34,508 
was approved for this account the local authority only spent one-half of the 
mount. We agreed during last vear’s budget discussions with PHA to entrain 
he idea of spreading the refrigerators purchases into the following vears. This 

ggestion was carried out and we are now requesting approval to replace 77 
refrigerators at a total cost of $7,469. 


OPERATING IMPROVEMENTS 
Property additions 


We have expanded with the years to the extent that more filing cabinets are 
ceded. At present our records are more than our filing space and we estimate 
he additional cabinets will meet our current need. 

Each additional year brings added work and we attempt to save time by the 
ie of mechanical equipment. We are fitting more doors and screens each year 


nd estimate the time saved with an electric planer will easily offset its cost 
We anticipate refinishing our old refrigerators but do not have adequate equip- 
nent. The compressor and spray equipment are necessary to properly do this job. 


Our projects are 24 percent equipped with electric meters and we desire to 


up.etely meter the project. The cost of complete metering is estimated to be 
(480. We have made a recovery in the past 5 years of approximately $4,700 
24 percent coverage. so it’s quite obvious that complete coverage will 
ally pay for the installations and also improve the usage of electricity. 


ESTIMATE OF RESIDUAL RECEIPTS OR CONTRIBUTION ESTIMATE 


Schedule FP—Excess reserves estimate 


Bonds o1 ir eg he ee Stan engin ee —— SS8Y, 540 
crest accrued_................ eee ie - ; 21, 052 
dns . . © - 
nds deposited with fiscal agent____------_----- 2 age Be pent 30, 295 
sur i ee eae , 36, 000 
L Total. . eee ee . ehh eee 176, 887 
r er an es ...... —83, 062 
UE re a ee ee ee 8 aoe. 93. 825 
7 | Rk > ee ee ee _. —§5 201 
a a a eae ee ae . 38, 43 
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° : FISCAL YEAR ENDING PUBLIC LAW NO. PROJECT NO 
udget Bureau No. 63-R808 | 
12-31-54 P.L. 412 TEX 4-1 
HOUSING AND HOME FINANCE AGENCY het OF PROXCT Pe ee T | NUMBER OF UNIT 
PUBLIC HOUSING ADMINISTRATION LOCALLY OWNED ic S , 
3 Yoare | rromuvowen | | 252 
OPERATING BUDGET LOCATION NUMBER OF UNIT MONTHS 
FOR A LOW-RENT PROJECT 
J ; ee ee ‘ 3,024 
NAME OF PROUE | NAME OF LOCAL AUTHORITY 


Ripley Arnold Place 


== ee 


| 
| 
ieee titties - 


















































FOUR QUARTERS ACTUAL BUDGET 
ACCOUNT NO. AND CLASSIFICATION 
AMOUNT P.u.M T PUM AMOUNT 
PERATING RECEIPTS 
oma ts 77,5804 | 25.65 | 2b0% Thy 87s 
Vacancy Loss 5 s2hhe50 | 1673 | et 1,508, 
$110 Dwelling Renta —721335.94, [23.92 | 24.26 | 73,366. 
3120 Excess Utilities - $6800. niin 400, 
3390 Nondwelling Rental vs lt _ =0= 
TOTAL RENTAL INCOME oR | 73,766. 
3510 Sales and Services to Tenants . 3,87h.85 __3,600, 
3590 Miscellaneous Project Income 20.97. | 
3610 Interest on General Fund Investments 2227 _2,000, 
2680 Collections Applicable to Off-Site Utilities -0- aaa 
___TOTAL OPERATING RECEIPTS ass. [26a | 2632 | __ 79,616, 
OPERATING EXPENDITURES | 
MANAGEMENT EXPENSE 
4110 Project Office Salaries : _3,307,00 as 1.0. = 1.80. —} 5,438. — 
4120 Centra! Office Salaries ° ° ‘ ° _ 3,164.38 | 1.05 = 1.35 eas ee wa 
4130 Legal, Fiscal, and Other Fees ; ° 136.52 ia _205_ a a + os 
4140 Other Project Office Expense * ee ee E 931.65 Te 231 _ 228 — <5 
4150 Other Central Office Expense cd bei me oe ees . ____ 648.8) Bas —s21_ SS occ 
4160 Miscellaneous Authority Expense : . , Ld 
TOTAL. MANAGEMENT EXPENSE __ 8,323.07 | 275 3.84 11,629. 


OPERATING SERVICES } 
4210 Janitorial 
4220 Watchmen 
oe yl OPERATING SERVICES 
UTILITIES 













































__ +59 | 1,767. 
-0= 
oD | 1,767 











4310 Water ae ° . . 1.31 | 960. - 
4320 Electricity . em Ss ere ee ee ek a aM : 2.23 Ae pe 

4330 Gas Ss im Se: 
4340 Fuel and Heating Supplies . . 2. 1 we eee es 4 





4350 WHeatinglabor... 0 2 ww ewe 
4390 Sundry Utilities 
TOTAL UTILITIES 
REPAIRS, MAINTENANCE, AND REPLACEMENTS 
4401 Supervision and Overhead 
i ee ae ee a er ae ee ee ae ae er Te or To 
4420 Structures 




















4430 Painting and Decorating ; 
4440 Mechanical Systems pie tae oR ee 
4480 Ranges and Refrigerators .. . . . . 
OD  Beac EO nn cue 6 8 ook es we os 
TOTAL REPAIRS, MAINTENANCE, AND REPLACEMENTS 'J0'242.46 1 3.39 

GENERAL EXPENSE 


4710 Insurance 





4720 Payments in Lieu of Taxes 

4730 Taxes 

4740 Contributions to Retirement Funds 
4750 Terminal Leave Payments 








4760 Supplemental Community Services 





4770 Collection Losses 
4780 Cost of Sales and Services to Tenants 
4790 Other Expense 

TOTAL GENERAL EXPENSE 


REPLACEMENT OF EQUIPMENT 
7510 Replacement of Ranges and Refrigerators 





7520 Replacement of Other Equipment ot eo eiek 
TOTAL REPLACEMENT OF EQUIPMENT... ... . 
TOTAL OPERATING EXPENSE AND REPLACEMENT 
cost 
OPERATING IMPROVEMENTS Prior ‘con Maj. 
7540 Property Betterments spo 8's a ee 84S 
oe PE ee ee ee nen el 
TOTAL OPERATING IMPROVEMENTS ee ek |e 
Interest on Administrative Notes ID. oe Ld. ig id 9 Uae co 


TOTAL OPERATING EXPENDITURES—BEFORE PRO- 
WISION POR WESERVES 5. 5 isos 5 45s. 
RESIDUAL RECEIPTS—BEFORE PROVISION FOR RESERVES . “svete ae | eae | Lae | Tae! 


©. & covennmast peieries errice = 16-40 TOS-1 
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408 HOUSING AND HOME FINANCE AGENCY Bud. Bur. No. 63-REOS | "ROACT HO 
November 1952 PUBLIC HOUSING ADMINISTRATION TEx del 


SUPPORTING SCHEDULE—OPERATING BUDGET — - 


magne YEAR ER OUNG 
OPERATING RECEIPTS AND MANAGEMENT AND GENERAL EXPENSE ACCOUNTS | 12-31-54 
















1 Number of Units . 









2. Number of Unit Months 
3. Average Dwelling Rental PUM 
4 Total Dwelling Rent Schedule 


1. Dwelling Rent Schedule......... 





2. Vaceney Leese 2. cee sc resees 
3. Dwelling Rental (Line 1 Minus 2 


ACCOUNT NO. 4140—OTHER PROJECT OFFICE EXPENSE 









: "ACCOUNT NO. <710—INSURANCE 


Term | TOTAL NET] annua. 
ITEM OF COST OF 
| 
feta ome gt oH ee 
Workman's Compensation 


$19.00 per month 228. $.11A00 
ene |i a 
Commun ioations | Position Bend 3 60, 20 
Telephene-$23.88 per month 287+ General Liability 
| oat 3 | 23) 
Printing -forms, ete. 260. | Fire & Ext. Coverage 5 | 2,212. ane 
s | . | PL & PD Vehicles 1 37. 37 





i j 


| 


| = OFFICE AMOUNT .. . . | ¥. 





ees. 





























Tota | G30. | TOTAL 4 a3" 
ACCOUNT WO. 4130—LEGAL, FISCAL, AND OTHER FEES | ACCOUNT NO. 4720—PAYMENTS IN LIEU OF TAXES 
1, Total Rental income oneeeeneun RB 766 = 
AMOUNT Dy PORE t's aaa el xen Wes 18,719. 
a | 3. Shelter Rent (Line 1 Minus 2) 55,7. 
a SS | @ 5 4. Pilot Rate (Per Cooperation Agreement) { 10 %o_ 
Bille of Cost 5 5,30 Pr A |__ 5 257he 
| ' | ACCOUNT NO. 4740—CONTRIBUTIONS TO RETIREMENT FUNDS ae 
Collection Agent Rn | 5,00 i 60. 1. Annual Payroll of Employees Covered Le = 
2. Percentage Rate ; | =O— % 
Fiseal Agent 150. | 3. Total Estimated Contributions i 0- s 
1 1 ACCOUNT NO. 4TM—COLLECTION LOSSES ao 
\ | 1. Dwelling Renta [73.366 
| 2. Estimated Collection Losses 970. al 
3. Collection Loss Ratio (2+ 1) a ~ 
a es a p ae 4. Tenants’ Accts. Receivable as of 10-31-53 | 251 
ENTRAL OFFICE AMOUNT ....... - | 113. a. Tenants in Possession i 1 
TOTAL i 9 i b. Vacated Tenants 


©. & SoveRnmanT PeiwTine price = 16—@9701-1 
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PROJECT NO 


PHA-2406 Bod. Bur. No, Ras. 
November 1903 HOUSING AND HOME FINANCE AGENCY 
Pusiic Housing ADMINISTRATION __TEI 4-1 
SUPPORTING SCHEDULE—OPERATING BUDGET meas | 


OTHER OPERATING ACCOUNTS 12-31-5, 


=e teee 




















Proration Central Office (Contra¢ 
Project Office (Contract) 
Vacated. Units 


Shop Janitorial 





Garbage Station Clean up 
Extermination 


15 gal. wax 24.00 
3 dz, dust cloths 6,00 
4 Chamois 12,00 
250# Soilax 35.00 
2 Co. Sponges 50.00 


Miscl, Cleaners 


Miscls towels, tissue,100.00 
cups, etc, 


Annual Inspection 
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HOUSING AND HOME FINANCE AGENCY Dodget Duress No. @ Raw | Paovect No. 
PUBLIC HOUSING ADMINISTRATION | 
Tex, 4-1 


SUPPORTING SCHEDULE—OPERATING BUDGET Fecal Yeas Exoos 
UTILITY ACCOUNTS | 


a staeietgunennecgennnpapunninmmaenial ee 


Uracrss Surruxzp to Peossct Sraces a> Facuzries 






















—y 








Electricity 
me 
Coal 


Fuel oil 





ACCOUNT NO, 4310—WATER 








cn be. 


. —- 
ive = - Quasres | i> Quasres | és Quaares P.0.M | Tora. 


@ © Cc © " ® a 
BES at | 982, — T1,182, | 9. 1.28 | 2,360. 
2h, 294.4 800. | 960. | 1,300, | 1,31 [| 3,960. 


@ 














r juarters actual 
r quarters this 
Remarks 





Budget is based on 3 years average. 








ACCOUNT NO. 4220—ELECTRICITY 


ivem |e: | ee | tet Quanens | ® Quasres | S Qoaeres | re Quasrzs PUM Tota: 


Pe. ee eee thee tt tie inst 











Four quarters setual | 1,808. | 1,419. | 2.23 | 6.29, | 
“Four quarters thia budget [a;a00. 11,620. 1 2.23 | 6,750. | 
Remarks: 
Budget is based on last year's actual which amounts to $197.00 more than 3 years 
average, 











"Remarks: 


Budget is based on 3 years average. 


ACCOUNT NO. 4340—FUEL AND HEATING SUPPLIES 


D oe poe 
F our quarters actual ee eg ee 
Four quarters this budgets [1] E caadihesdliasaniabalindeecinedlgmedimatiadmmnantiadmmanaed: 


ACCOUNT NO. G50 MEATING LABOR 


a 


ovr quarters ctu a eteeet 4 
Four quarters this budget 7} 


Remarks 








Four quarters this budget 


Re marks ; 


Sewage charge is at a set figure of $199.75 per quarter. 


© © covccament puumet Grrice §= 1@—E8TUR-1 
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PHA-2405 Bud. Bur, No. 63-Rae, | P®OUEOT No 
acces HOUSING AND HOME FINANCE AGENCY 
Pustic HousiNG ADMINISTRATION _ Tex. ho} 
SUPPORTING SCHEDULE—OPERATING BUDGET Eeoita =4® 
I ACCOUNTS 
. OTHER OPERATING ain 12-31-54 
"ACCOUNT NO. SUOI - Supervision and Overhead ee tne - 
‘MATERIALS TOTAL 
(6) : “= (YD “J 
Supervision : 453. 
Supervision 5 | 710. 
| 
| 
| 
i 
rOTA oa iia Lilbattiaimnatiaen Set cess cameniaeaieenel 
ACCOUNT NO. 4410 - Grounds 
MATERIALS TOTAL 
— @ | oO 





Fertilizing grounds . 
12 tons fertilizer @ $60. i i 925, 
Improving lawn areas 5 6. 

200 yds. fill leam @ $1.25 

30 yds. grass sod @ $1.00 . 

20 lbb. grass seed @ $1.00 ‘ ‘. 54g, 
Maintaining Project areas 44d " 

Puel & Oil @ 50. d ; . | 373. 
Remove remaining garbage statiqn ° 
walls and transplanting shrubs e 268. 
loosening soil - 262. 
60 aerifier spoons @ $1.15 /— 
Replacement lawn equipment 

30 garden hose @ $8.00 

6 garden rakes @ $1.65 

6 garden hoge @ $1.37 ‘ d : 264, 
| 


sscemeaid | FT ee 
LABOR 
HOURS AMOUNT | cremate | 
eet et 
a BO 
80 97 





Repairing screens 1.60 each 
1600 sq. ft. wire $ .05 
20 complete screens @ $5.60 
20 complete screen doors 
@ $8.30 | laborer 
Replacing glass 30 each M.labaer 
Repairing exterior doors 20 ea.| M.laborer 
Sheet metal covers at $9.00 laborer 
Wall brackets M. Foreman 
120 @ $2.10 M, laborer 
laborer 





Roof repairs (Contract) 
Routine repairs M.Mech. 
M.laborer 


Small tool replacements 









PROJECT NO 









Bud. Bur. No. @- Rams. 





PHA- 
November 1808 HOUSING AND HOME FINANCE AGENCY 
PusB.ic HousING ADMINISTRATION 


SUPPORTING SCHEDULE—OPERATING BUDGET 
OTHER OPERATING ACCOUNTS 


30 - Painting and Decorating = 


ITEM cain LABOR = 
TITLE “RATE HOURS | AMOUNT 


a) @) «s) «) (5) 









Tex. 41 






FISCAL YEAR 
ENDING 


12-31-54 


















ACCOUNT NO. 














TOTAL 





4 
MATERIALS | 





(7) 


































Interior Painting by Project 
4oo gal. latex paint @ $2.03 


a 


140 gal. Enamel @ $2.43 | M.Laborer |1.21]} 3120 3780. 
20 brushes @ 12.00 | laborer [1.067 1040 1110, 
Cleaners, thinners,etc.50.00 14he. 6332. 
Interior painting by tenant \ 
300 gal.latex paint @ $2.03 | M.Foreman/|1.614 4o 64. j 
150 gal.Enamel @ 2.43 | M.laborer /1.21 Lo 4g. } 
30 brushes @ 8.00 ' 
Cleaners, thinners,etc. 50.00 1263. 1376. 
Shade Replacement M.Iaborer /1.21 30 37. 
300 each @ $2.59 | laborer [1.06 30 32. 777. Bhé. 


OR eee Ne a assests |. Ti cillictninemesee tenes 
ACCOUNT NO. 4440 — Mechanical System r . 





- | AMOUNT | 


1s water heaters @ $ 52.00 


Replacement plumbing fixtures 
6 swing spout faucets @ 8.00 
20 lav.faucets @ 3.20 
2 closet bowls & tanks 28.00 
Miscl. Washers, bulbs, 
etc. 250.00 
Electrical Renairs 
Fustats,switches, plugs, tape 
outlets,etc. $ 160.00 
Srace heater repairs,adjust- 
ments,10 ea.control valves 
@ $10.00 
30 ea.taffle plates @ 1.50 
10 ea.service cocks @ 1.7 
Migel. ites x6 | 
re TOTALS Stooae 1: 
ACCOUNT 


AMOUNT 


(5) 





© & COVERERENT PHInTInG OFricE i —-ene7e- 1 


58616—55—pt. 2 
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PROJECT NO. 


HOUSING AND HOME FINANCE AGENCY 
Pustic HousiING ADMINISTRATION 
SUPPORTING SCHEDULE—OPERATING BUDGET 
OTHER OPERATING ACCOUNTS 12-31-5) 


FISCAL YEAR 
ENDING 


MATERIALS 





(6) 


Pipe, ells, unions, etc. 


Range Repair & ae 
15 thermostats @ $10.00 
Miscl. items, ee rods, val’ 


knobs, screws, etc. $200.00 
Installation new Refrigerators 


Refrigerator repairs 
10 thermostats @ $10.00 
@ 2,00 





LABOR 


HOURS AMOUNT 
« 6) 


Fustats replaced 2),0 each 

Drip trays replaced 25 each 

Ice cube trays replaced 32 each 
Refrigerator unit replaced 1 each 


Bill of costs 10 each $5.30 
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PHA-9405 Bod. Bur. No G Res PROJECT NO 
November fase HOUSING AND HOME FINANCE AGENCY, 
Pusuic HousING ADMINISTRATION TEX-4-1 
SUPPORTING SCHEDULE—OPERATING BUDGET Enon ™ 
OTHER OPERATING ACCOUNTS 
aa Zs 2-31-54 
ACCOUNT NO. PS - property Adc 
ITEM MATERIALS TOTAL 
a eo + _ re 


(7) 













2 each legal size filing cabinet 
with lock, metal 


1 each portable electric planer 


1 each air compressor with hose, 
with gun 


Completing electric metering of 
Projec, 184 each @ $20.00 





TOTALS 


FACCOUNT NO. 


















TOTALS 
J Si ia oii 


ACCOUNT NO. 








© © Govepemant rermTins orrice ee 
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PHA-2408 Budget Buresu No. 6- Raw Paosect Location axp NUMBER 
= HOUSING AND HOME FINANCE AGENCY | Tex-4-1 
Pusnss CauEEtD ADunastenTece ly.¥. num | eduan oo Docu Ome 
1 o 
; am eee Lie 
L. Proposed Revision: eee me SN tea Be 
a ; titi hte APPROVED ‘Becene a Reveep Bu _— Imago 
Amount } P.ULM Amount } PUM pecesas8 
a “sm [row | 
7 4160 Misel. Auth. Expense AT. .16 940. 032 | 466. 
4430 Painting and Decorsting 8,554. 2.83 8,088, 2.67 | (466.) 
= 


iil | 


| ae eee T 
| 
Total increase or decrease (— ate. alee ec eae a XXERXEXXX XXXXX MXNXXX¥E | ENEXE = 
= ee == SSS ee ee ees 


I. Justification: 


4160 Miscl. Auth. Expense: This budget was prepared when Liberator Village, Tex. 
41668, was in operation and this account was prorated between War Housing and 
Low Rent Projects. The unexpected termination of the Liberator Village lease 
agreement automatically dropped the budgeted amounts in Account 4160 for the 
Low Rent Projects well below the allowable as computed for the 802 units 
comprising the Low Rent Projects. We believe it advisable to establish this 
account according to the allowables as follows: 


Project Ripa £ Promated Allowable 122 Aarererer “bo 
Tex-4-1 559 381 





| 722. 


——™ 
3h3- 


I 





{oe 


Tex=4—-2 390 a 559 313 
' Tex=4—3 200 i} ~£86 + a % 
2 i Total B02 100 15804. he 2,498. 
y Yi Allowable carryover for Tex. 4-1 is: 1953 Budget $618. minus 1953 expenses 
TS $237., equals $381. carryover. 





4430 ——— and Decorating: Funds are available in this account for transfer to 
ccount, 4160, caaiiiaieiatanan 




















IIL. Effect on residual receipts: Iv. Effect on ‘contribution estimate: 
js nanan icniniemnimaicnicies —EE 
4 a (c) Previous estimated residual receipts . . | (a) Fixed annual contribution ...... | 
©) 
ye = (b) Previous est. accruing ann. contrib. ct 
j h) F i 
a Revised estimated residual Ramee. +. 052, (c) Revised estim ate d aceru ring ann. contri ib 
| . nena _3,05 + mn ert 8 Ee 
|<} Y. Ragu ESTED 
9 Quarterty distribution of change (+ or —) beet _} 
Account J Sgconp TumEp | Fount 
| __No es Qu anya Quarter QUARTER _ Qe ARTER 
. — sscnesisiiciiglilaneneggieinsiealainaial 
fi) 60 |) Tite — —Exac. Director ate 90 54 
0 qj 4] | 466. | Asvacv. ED: a ee 
+ | 
° 4430 | (4664) 
4 5 | | ee Si Date _7=2= 
© g i || PHA Field Office Director 
= | For PHA use: Ruvumon No. 
gf | 
ms \| 
= 5 | 16 1 
z\< 1 
- ©. 8. GOVERNMENT PRiWTineg OFrice 16—00008-1 
r 
| % 
i 
| 
12 
2 
- 
0 


—— 
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PHA - 2265 
PAGE ' JUNE rao 


PUBLIC LA® NO. 


PROJECT OWNED BY LHA 
PROJECT QUNED BY Gov'T 


PROJECT NO. TEX .)-1 










(Name OF LOCAL AUTHORITY NUMBER OF UNITS 252 
NUMBER OF UNIT 


(MAME OF PROJECT) 
MONTHS AvatLame 302); 









(Location) 


STATEMENT OF OPERATING RECEIPTS AND EXPEND) TURES 






AMMUAL CONTRIBUTIONS ComTRact No, 















AGE OF PROJECT yrs. For Fiscal YEAR ENoING December 31, 195) WAH=-4)7 
GATIVE = Fist YR To ba 
| fom 10=2. I to 12-31 FROM lel 12-31 





ACCOUNT CLASSIFICATION 





ACTUAL BUDGET 
AMOUNT AMOUNT 


BUDGET 
oa 


ACTUAL 
AMOUNT 
7 












apres Dwelling Rental 
3120 Excess ytilities 
3390 wondwelling @ental 
TOTAL RENTAL INCOME (Lines 2,3, 4) 
3510 Sales and Services to Tenants 
: 3590 miscellaneous Project income 
3610 interest on General Fund investments 
TOTAL OPERATING INCOME (Lines 5 to 8) 
2680 Collections applicable to off-site utilitie 
Receipts From Equipment wot Replaced 




























OPERATING EXPENDITURES 
MANAGEMENT EXPENSE 

Project office Salaries 

Central office Salaries 

Legal, Fiscal and other Fees 

other project office Expense 

other Central office Expense 

miscellaneous Authority Expense 
TOTAL MANAGEMENT Expense (Lines 15 
OPERATING SERVICES 
Janitorial 
Watchmen 






















UTILITIES 
water 
Electricity 
Gas 
Fuel and Heating Supplies 
veating Labor 
Sundry utilities 


















Lines 27 to 
REPAIRS, MAINTENANCE AND REPLACEMENTS 


35| 4.67 31k, | #401 Supervision and Overnead 


4410 Grounds 






































4420 Structures 
4430 Painting and Decorating 
4uud mechanical Systems 
_} 4480 Ranges and Refrigerators 
4490 other Equipment (Lines 35 
4400 TOTALREPAIRS MAINT, & REPL. tow 
GENERAL EXPENSE 
4710 Insurance 
4720 Payments in Lieu of Taxes - 


4730 Taxes 


S dceaiaeta 
4740 Contributions to Retirement Funds ; 7 
4750 Terminal Leave Payments — 06 | 19 
4760 Supplemental Community Services Ra ec ee al 
4770 Collection Losses ce 1,136.29 
4780 Cost of Sales and Services to Tenants | 39 fon | g 5 555 
4790 other Expense ti rare ye: 
4700 TOTAL GENERAL EXPENSE (Lines 4uto52)| 19 ORD. _| 865.6 

TOTAL OPERATING EXPENSE e6slss —[ 2a 9 58 *co8ell- 

(Lines 21, 25, 33, 82, 53 inc.) 
REPLACEMENT OF EQUIPMENT 


Replacement of Ranges and refrigerators 
Replacement of other Equipment /: ines 





Ss? 
se] 2,600.0 TOTAL REPLACEMENT OF EQUIPMENT 56,57 as b. _| eee we 
59 19,5726 23 Ch @ | TOTAL OPERATING FXPENSE AND REPLACEMENT COST aaa 1 a 


(Operating Reserve Base) (Lines 54 and 58) 


—F 





al 


————o oe 


ya 


"Ty 


aiciaidilld me 


peepee 


yg ae OD ee, 


Te = 








Hcaslensild 
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cies 
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pHa - 2265 
pace 2 JUNE 1052 


(MAME OF LOCAL AUTHORITY) 


STATEMENT OF OPERATING RECEIPTS AND EXPENDITURES 





} CURRENT TER CUMULATIVE - FISCAL YEAR TO DATE 


| From 10=1=5410 12-31=5 FROM 3. To bad 


ACCOUNT CLASSIFICATION = 
ACTUAL 
| aMOUNT AMOUNT | PUM 6 
} (t) (3) 4 5 


OPERATING IMPROVEMENTS 
7540 Property Setterments 


7550 Property Additions 













[6s] ae 

| 66! 5620 interest on Administrative notes payab) 
I 67 ee 5690 Sundry interest paid 

| 6a TOTAL INTEREST (Lines 66. 67) 








| 69 6010 Prior year Adjustments affecting 
; Residual Receipts 
yal 235272 0 5t TOTAL OPERATING EXPENDITURES — BEFORE PROVISION 
a FOR RESERVES (Lines 59,63,68,68,69, & 70 to 73) 
ws| (2,090078) (7144) | RESIDUAL RECEIPTS - BEFORE PROVISION FOR 


RESERVES (Line 42 Minus Line 7a) 


A v Y = T 
CURRENT CUMULAT IVE 
— ante —I0DarE 


| 
176 number of ynit months Available T56 3024 
7 number of ynit months Vacancy 5 31.83 
78 percentage of unit months Vacancy 26613 1.0525 
9 ESTIMATED VACANCY LOSS $_ 126,10 $s 789 
STATEMENT OF PROVISION FOR RESERVES 


| Consolidated for all permanently Financed projects 
| in this Annual Contribution Contract, or Separately 
for each project not permanently Financed. 





| 
= a 
|.80|Residual Receipts Before provision for Reserves 








ED 
e| | 

















| 81] Project wo. Texedel Se a 
| 82} Project wo. = Texednd esa) (.78) 1.91 
| 83) Project wo. | 
a Project wo. a - | a 
Project wo. a La 
Project no. | 
Project wo. 
Project no. a | ci 
Project mo. } 1 
Total Resideal Receipts Before provision for Reserves (Lines a1 to 89) es _ t my | 3,00 
Less: Deficiency in Residual Receipts at end of preceding Fiscal year ao | ; | i 
wet Residual Receipts Before provision for Reserves (Line 90 minus Line 91)| 7 | .2 | 3,00 
,% Provision for Reserves | 
7010 Provision for operating Reserve - net | 
7020 Provision for Betterments and Additions - net 
Project no. — 1 | 
Project wo. oi | Cae 
b.] Project wo. ma ] ¥ 
[1s Total provision for Reserves (Lines 9% to 98) ae errr 
= Debt Service Deposits ( Jan. Feb, March) —_ —t —|—.01 | 
[2031 RESIDUAL RECEIPTS (Line 92 minus Lines 99,100, & 101) , nl | 212. 2.99 
PREPARED BY: APPROVED BY: 
| 
(AME) (NAME ) 
(TITLE) (DATE) = (TITLE) (DATE) 
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PHA - 2268 
PAGE ' JUNE 1952 


PUBLIC LAW NO. XOUK = 


PROJECT OWNED SY LHA = 


PROJECT OWNED BY Gov'T 





rence 
NUMBER OF UNITS | 
NUMBER OF UNIT 
MONTHS AVAILAGLE | 

2268 







(MAME OF LOCAL AUTHORITY 





(NAME OF PROJECT) 


(LOCATION) 


STATEMENT OF OPERATING RECEIPTS AND EXPENDITURES 
December 31,1954 








AmmUAL CONTRIBUTIONS ComTRacT No, 


WAH-4,7 








For Fiscal YEAR EnpDing 













































































CURRENT QUARTER CUMULATIVE - FISCAL YEAR TO DATE 
FROM Joj— T09~30 Z 
ACTUAL BUDGET ACCOUNT CLASSIFICATION acTuat ios: 
AMOUNT AMOUNT AMOUNT 
7 
OPERATING RECEIPTS 
Owelling Rental 163, 
Excess ytilities 726.30 
wondwelling Rental 
TOTAL RENTAL INCOME (Lines 2,3,4) LL8 hs ol 6.089 67 
Sales and Services to Tenants | 2.700. |. 1.19 3 159.98 
Miscellaneous Project income a | ae 219.56 
interest on General Fund investments 1,500. 66 ee 
TOTAL OPERATING INCOME (Lines 5 to 8) 
Collect ions wiiietela te arteate uti niet ———— aa 
Receipts From Equipment wot Replaced conceit re on oa 
| 59,836. | 26.38) 60 Si 
i caren 
MANAGEMENT EXPENSE ARIE Ie 
Project office Salaries Pes 138.13 
“Central office Salaries 827 Br 657.66 
Legal, Fiscal and other Fees 90 _ 66,22 
other project office Expense Ca oe é, 8.92 | 
other Central office Expense — a2. fs 89 
miscellaneous Authority Expense ar 0 
TOTAL MANAGEMENT Expense (Lines 15 [4°14 8 1.05.9 
OPERATING SERVICES ‘Pinal. 
Janitorial }———| 9] a9 27, 
watchmen pe Ce 
2 a |___ 89). 87 
UTILITIES Dd naa 
water O60 92122. 
Electricity 571.34 
Gas 6.82 






Fuel and Heating Supplies 
veating Labor 
Sundry ytilities 
TOTAL UTI 
REPAIRS, MAINTENANCE AND REPLACEMENTS 
Supervision and Overhead 
Grounds 
Structures 
painting and Decorating 
mechanical Systems 








My 
DiS DIO 


Phuc ba | BE 












ube Bh | GEE be 


















Ranges and Refrigerators 17.83 
other Equipment | 2 p 
TOTAL REPAIRS MAINT, & REPL. 6.443 |__ 8,379.10 
GENERAL EXPENSE ould 
insurance 103 27 
payments in Lieu of Taxes UGS .40 
Taxes —— 
Contributions to Retirement Funds eed 
Terminal Leave payments 253-79 






Supplemental Community Services 
Collection Losses 

Cost of Sales and Services to Tenants 
4790 other Expense 







| 











Biot i TX 
; 
2 \ anliiaeeil 
|__2.726, | 4700 


$312,773 726 cE PEN B 253 a 
| sulle, 762. 36 903 TOTAL OPERATING EXPENSE [45,738. | 12824 
a (Lines 21, 25, 33, 42, 53 ince) [ | 
| 19.8%! 
ct 
as: 


. 
BE 









i aacarcaaed REPLACEMENT OF EQUIPMENT 
7520 Replacement of other Equipment (j 


7510 Replacement of Ranges and refrigerators 
Rie ad TOTAL REP) OF EO IPI 5 


| 18,903, | TOTAL OPERATING EXPENSE AND REPLACEMENT COST 











OE FE i ccdinclcall 
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PHA - 2268 


paGE 2 JUNE 1952 ComTimueo - Paste 2 


(NAME OF LOCAL AUTHORITY) PROJECT NUMBER 


STATEMENT OF OPERATING RECEIPTS AND EXPENDITURES 


| CURRENT QUARTER CUMULATIVE - FISCAL YEAR TO DATE 
| FROW 7a1=54 TO 9-30 ACCOUNT CLASSIFICATION 
i eacens BUDGET 

AMOUNT AMOUNT 


(3) 
OPERATING IMPROVEMENTS 


()) 





60 ~ 

ir 7540 Property Betterments 

62} 213.26 7550 —s Property Additions one 
143) 213.26 TOTAL OPERATING IMPROVEMENTS 










aie 
5620 interest on Administrative notes payab! 
5690 Sundry interest paid 

TOTAL INTEREST (Lines 66, 67) 
| 69] |} prior year oo | Affecting 
oo | Receipts 


70} 
i 
23) 

23 
> 


16| 14,975.68 19 794923 TOTAL OPERATING EXPENDITURES — BEFORE PROVISION 49,640 _ 31,88 fis 07.66 
FOR RESERVES (Lines 59,63,68,68,69, & 70 to 73) 


| 75|_5 aol RESIDUAL RECEIPTS — BEFORE PROVISION FOR Fae — haa 


RESERVES (Line 12 minus Line 78) 














| TIMATED VACANCY - T 
CURRENT CUMULATIVE 
QUARTER 10 DATE 


6 number of unit Months Available 756 ~ = 
7 number of unit months Vacancy 15.3 26.83 
78 percentage of unit months vacancy 2,0238 nee? 

7 


ESTIMATED VACANCY LOSS s 378 
Low FOR Ri 


Consolidated for all permanently Financed projects 
in this Annual Contribution Contract, or Separately 
for each project hot permanently Financed. 





@ 
co 


o|Residual Receipts Before provision for Reserves 
{81 Project WO. Tex, 4am] 
| 82 project nO. Tex,4—2 








83 Project no. 
| oa Mime ~~ © |  ESSREERSES==Ssegieie tate 
| 85 Project wo. 
| 86 project wo. 
| 87 Project no. 
88 Project no. 
| 89 Project No. 


| 90|Total Residaal Receipts Before provision for Reserves (Lines 61 to 89) 
| 91) Less: Deficiency in Residual Receipts at end of preceding Fiscal year 
| 92) Net Residual Receipts Before provision for Reserves (Line 90 minus Line 91) ca 
| 93| Provision for Reserves 

| 94) 7010 Provision for operating Reserve - net 

95} 7020 Provision for Betterments and Additions - net 


| %6 Project wo. 
97 Project wo. 
98 Project wo. 


99| Total provision for Reserves (Lines 94 to 98) 


100) Debt Service Deposits (Jan. Feb. March) 
01 


102) RESIDUAL RECEIPTS (Line 92 minus Lines 99,100, 4 101) 


se 





PREPARED BY: APPROVED BY: 
(NAME) 


<n atin tacit (NAME ) 


(TITLE) 


ee | (TITLE) 
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PHA - 2265 
PAGE ' JUNE 1952 


puscic caw no, MH 412 [_ ] 
















PROJECT NO. TEX. 4-1 


(MAME OF LOCAL AUTHORITY NUMBER OF UNITS 252 


Nee OF UNIT 
MONTHS AvalL age 





("ame OF PROJECT) 












































PROJECT OWNED BY LHA ies) (Location) 1512 
STATEMENT OF OPERATING RECEIPTS AND EXPENDITURES SN SERS PET OME SUNT ROSY fe 
AGE OF PROJECT yrs. For Fiscat year Enoing December 31, 1954 WAH-47 
CURRENT QUARTER CUMULATIVE - FISCAL YEAR TO DATE 
|FROM Lml—54 To 6-30 FROM 1.}.5, TO 6-20-54 
ACTUAL BUDGET ACCOUNT CLASSIFICATION Bupcer ACTUAL 
AMOUNT AMOUNT 





OPERATING RECEIPTS 
Dwelling Rental 
Excess utilities 
wondwelling Rental 
TOTAL RENTAL IWCOME (Lines 2,3,4) 
Sales and Services to Tenants 
miscellaneous Project jncome 
interest on General Fund investments 
TOTAL OPERATING INCOME (Lines § to 8) 
Collections applicable to off-site ytiliti 
Receipts From Equipment wot Replaced 





T 

OPERATING EXPENDITURES 
MANAGEMENT EXPENSE 

Project office Salaries 

Central office Salaries 

Legal, Fiscal and other Fees 

other project office Expense 

other Central office Expense 

miscellaneous Authority Expense 
TOTAL MANAGEMENT ExPeWse (Lines 15 
OPERATING SERVICES 
Janitorial 
watchmen 
TOTA 
UTILITIES 

water 

Electricity 

Gas 

Fuel and Heating Supplies 

veating Labor 

Sundry utilities 
TOTAL UTILITIES (Lines 27 to 
REPAIRS, MAINTENANCE AND REPLACEMENTS 

Supervision and Overhead 

Grounds 

Structures 

Painting and Decorating 

wechanical Systems 

Ranges and Refrigerators 

other Equipment 
TOTAL REPAIRS MAINT, & REPL. 
GENERAL EXPENSE 
insurance 

















































OPERATIN 











































payments in Lieu of Taxes 

Taxes 

Contributions to Retirement Funds 

Terminal Leave Payments 

Supplemental Community Services 

Collection Losses. 

Cost of Sales and Services to Tenants 

Other Expense 

TOTAL GENERAL EXPENSE 

540] ly 5 8 TOTAL OPERATING EXPENSE 

(Lines 21, 25, 33, 42, 53 inc.) 

REPLACEMENT OF EQUIPMENT 

7510 Replacement of Ranges and refrigerators 

















2,23 2,22 | 3,30,2 








7520 Replacement of other Equipment () ines — 
TOTAL REPLACEMENT OF EQUIPMENT 56,57 sn i 2.27 | 338. 
TOTAL OPERATING EXPENSE AND REPLACEMENT COST 0 9.98 9 | 21) 


(Operating Reserve Base) (Lines Su and 58) 





—. 
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pHa - 2265 
pace 2 JUNE 1982 
| (MAME OF LOCAL AUTHORITY) PROJECT NUMBER 
TEX.4-1 
STATEMENT OF OPERATING RECEIPTS AND EXPEKDITURES 

| _ CURRENT QUARTER CUMULATIVE - FISCAL YEAR TO DATE 
pacsniasiaeeneeeeeteneecnans eeepeae eters eee sansa 
| From 4-1- 54 to 6=30-54 From 1-1-54 to 6-30-54 J 

ACCOUNT CLASSIFICATION 

ACTUAL BUDGET L BUDGET 
AMOUNT AMOUNT AMOUNT Pum 
an) 2 (3) 4) | is 
éol ie = OPERATING IMPROVEMENTS - cael ae 
ra |__| 750 = Property Betterments i i Se 
[62| 306,99 3225 | 7850 Property Additions 312. 22} -120 
ee | a (Lines - 
63} 306.9 312. TOTAL OPERATING IMPROVEMENTS 6; ¢ 
65] INTEREST 
| 6s} 7 ___} $620 interest on Administrativenotes payable, | i. 
67 | 5690 Sundry interest paid 
| 


+ = a a 


TOTAL INTEREST (Lines 66, 67) 
69} __} 6010 prior year Adjustments affecting 
| Residual Receipts 


| 70} 
{ 70] a 
1 
f | nerf 
i 
[7 
| 73] 


| 74117, 441 683] 17, 742 TOTAL OPERATING EXPENDITURES — BEFORE PROVISION Ceara 06 30433204 | 


FOR RESERVES (Lines 59,63,6%,68,69, & 70 to 7 ee 


[75] 2,830. aoe RESIDUAL RECEIPTS — BEFORE PROVISION FOR er oa 10,032.80 








| RESERVES (Line 12 Minus Line 78) oan 
ESTIMAT! Y Loss - THI cr 
CURRENT CUMULATIVE 

= UARTER TO DATE 
| 76] number of unit months Available 756 1512 
{77 number of unit months Vacancy 7223 11.53 
| 78 percentage of unit months Vacancy 9563 ~ 7626 
P79] ESTIMATED VACANCY LOSS s 179.30 s 285.03 
| 

STATEMENT FOR R | 


Consolidated for all permanently Financed projects 
in this Annual Contribution Contract, or Separately 
for each project not permanently Financed. 









































| 
= cial = os x 
| 80/Residua) Receipts Before provision for Reserves ie de { “7 
|i] project wo. Tex, hel 9,439 | be 2h | 6.64 20s 032,80 
| 82 Project no. =Tex.4-2 _ 6,406, | 427 | 4.32 | 6,475.52 
| 8 Project mo. es 2p 1 aes | 
bs Project No. — | aa 
i) Project no. 
86 Project No. ee | = 
87 Project wo. 5 | 
88 Project mo. | 
| 89 Project wo. ] 
90} Total Residaal Receipts Before provision for Reserves (Lines 81 to 89) 15,845. | 5.26 | 
91) Less: Deficiency in Residual Receipts at end of preceding Fiscal year } 
S2|net Residual Receipts Before provision for Reserves (Line 90 minus Line 91)) 15 °81,5, 5.26 
| 93] Provision for Reserves 
ps 7010 Provision for operating Reserve - net a a 
95| 7020 Provision for Betterments and Additions - net ee et 
| 96 Project no. Se : 
97) Project no. 
98 Project wo. 


99| Total provision for Reserves (Lines 9% to 98) 


100; Debt Service Deposits (Jan.Feb.Mar, ) 








102) RESIDUAL RECEIPTS (Line 92 minus Lines 99,100, & 101) 











PREPARED BY: APPROVED BY: 
| 
(NAME) (NAME) 
(ritue) Accountant (DATE) (titte) _Executive Director (DATE) 








PHA - 2265 





| PAGE | JUNE 1952 mene oo See 
| pumice caw no, MH 412 [_] (MAME OF LOCAL AUTHORITY NUMBER OF UNITS 252 
| (NAME OF PROJECT) NUMBER OF UNIT 
MONTHS AVAILAGLE 
| prosect ownED ey LHA Fa (LOCATION) 756 
PROJECT OWNED BY Gov'T []__| STATEMENT OF OPERATING RECEIPTS AND EXPENDITURES Aomuar ConTaleuriens Conresct im 


ron fusca, yeas trorne December 31, 1954 mn 47 


CUMULATIVE = FISCAL YEAR TO DATE 
FROM Lel-54 to 3931-54 From 1=1=5h 10 3=31-54 



















ACTUAL BUDGET ACCOUNT CLASSIFICATION BUOGET ACTUAL 
AMOUNT AMOUNT AMOUNT AmounT 
4) 7? 
1 J OPERATING RECEIPTS 

“7 |T6;FRT.O5| “TB, SLL. site ove ing Penta Ba 6 
[3 ___ 240,60) 00, | 3120 Excess utilities 00 0.60 
SRE | 3390 wondwelling Rental a ens 
| 528, 721065| 16,622. TOTAL RENTAL Income (ines 2.3.8) | gi i, 721.65 
1.6] 900 3510 Sales and Services to Tenants 900. 726 
ft => a 63, | 3590 Miscellaneous Project income spe 63. 
2 68.00 
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ACCOUNT CLASSIFICATION ¥ 
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OPERATING IMPROVEMENTS 
7540 Property Betterments 
7550 Property Additions tines 
TOTAL OPERATING IMPROVEMENTS 45 6 
Reconstruction and Restoration of 
Damaged Propert - 7 | 
INTEREST 
interest on Administrative notes payab) 
5690 Sundry interest paid 
TOTAL IMTEREST (Lines 66, 67) 
6010 Prior year Adjustments affecting 
Residual Receipts 


TOTAL OPERATING EXPENDITURES — BEFORE PROVISION 
FOR RESERVES (Lines 59,63,65,68,69, & 70 to 73) 
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QUARTER TO DATE | 
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number of unit months Vacancy Ao3 Le 3 } | 
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ESTIMATED VACANCY LOSS $ $ 
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STATEMENT OF PROVISION FOR RESERVES 


Consolidated .for all permanently Financed projects 
in this Annual Contribution Contract, or Separately 
for each project not permanently Financed. 
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Residual Receipts Before provision for Reserves ie aa 
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Project wo. 
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Project no. 
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Project wo. 
Project no. - 
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Mr. Tuomas. We have been to a good many of these projects and 
each one has an automobile or two around the project. What budget 
estimate is made for that? 

Mr. Woorrn. The budgets are prepared and submitted to ou 
field offices and approved on an annual basis. That gives a detailed 
breakdown of, first, the estimated income, each unit, and the rental 
for that unit. 

Mr. Tuomas. We understand about the income. What is a typical 
item, or name some typical items that go in to make up their operating 
expense budget. ; 

Mr. Wooten. On the expense side, the expenses are broken down 
in some considerable detail on a functional basis, such as adminis. 
trative overhead, or office staff operating the project; the breakdown 
of janitorial, housekeeping expense. Utilities are broken down, in 
turn, into electric current, water, and so forth. Payment in lieu of 
taxes, maintenance of project structures broken down into different 
types, and so forth, are other items. 

Mr. Tuomas. What yardstick do you have—and I imagine you 
are bound to have a common yardstick, say, here is a project with 500 
units in it, say, 200 units; what yardstick do you use for the number of 
administrative people; what yardstick do you use for the number of 
maintenance people? Your two items are going to be your salary 
cost for your administrative crowd and maintenance repair crowd, or 
operation crowd, and I guess your utilities, heat, light, and water. 
Certainly, they are going to be your three big items. 

Do you have a vardstick on that? 

Mr. Wooren. We can submit that the expense is like any rental 
organization would have 

Mr. Tuomas. Tell us what that experience is. That is what we 
are trying to find out. 

Mr. Wooten. I personally do not have sufficient—— 

Mr. Tuomas. Here is a housing project with 200 units. Here is one 
with 500 units. How many managerial people do you allow for a 
project with 200 units and how many do you allow for a project with 
500 units? 

Do you have somewhat of a yardstick there? 

Mr. Stusser. They use the housing unit cost basis as an overall 
picture. That is the thing I am interested in getting at because 
there is a differential in location and in construction, sites, and things 
such as that. 





NUMBER OF LOW-RENT PROJECTS 


Mr. Tuomas. How many units go to make up—how many projects 
go to make up these 354,000 units you have right now? 

Mr. Rurrner. I do not have the number of projects involved it 
the 354,000 units. 

Mr. Wooren. We can give you some idea of the volume involved 
For example, in the Housing Act of 1949 alone, there will be eligible 
for annual contribution in fiscal year 1956, 1,365 projects. 

Mr. Tuomas. That is under the act of 1949 alone. 

How many units have been built or constructed under the 1%! 
act that originally authorized 810,000? ; J 

Mr. Rurrner. The number of projects involved in that 354,0l! 
units is 1,932. 
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Mr. THomas. How many units? 

Mr. Rurrner. Three-hundred-and-fifty-thousand-plus 
under all programs. 

Mr. Tuomas. How many have been constructed under the 1949 
Act? 

Mr. Rurrner. When you say under the 1949 Act, Public Law 171, 
| have a figure on the number financed under the Public Law 171, but 
not constructed. 





354,378, 


AUTHORITY FOR NEW LOW RENT HOUSING UNITS 


Mr. Yates. With reference to the chairman’s point concerning 
legislative authority to proceed, there has been handed me a document 
purporting to be the HHFA basic statutes, the public regulations, 
and formal orders of the Administrator, which indicate that insofar 
as the housing act of 1954 dealt with the matter of public housing, 
it was an amendment to the basic laws of 1937 and 1949, and that 
its application was only a limitation on the number of units which 
could be constructed during the fiscal year 1955. But with respect 
to that number, it authorized the construction under certain conditions 
of 35,000 additional units. 

I am just giving a curbstone opinion and just voicing my own 
personal opinion, that once that authority is used up, further con- 
struction would have to be governed by the provisions of the first 
Independent Offices Appropriation Act of 1954, Public Law 176 of 
the 883d Congress which reads as follows: 

Provided further, That notwithstanding the provisions of the United States Housing 
Act of 1937, as amended, the Public Housing Administration shall not with respect 
to projects initiated after March 1, 1949 (1) authorize during the fiscal vear 1954, 
the commencement of construction of, in excess of 20,000 dwelling units, or (2) 


after the date of approval of this act, enter into any new agreements, contracts, 
or other arrangements, preliminary or otherwise, which will ultimately bind 
the Publie Housing Administration during the fiseal vear 1954, or for any future 
vears, With respect to loans or annual contributions for any additional dwelling 
nits or projects unless hereafter authorized by the Congress to do so. 

| would assume, therefore, that with respect to the metheds of 
financing of such contracts, the pertinent provisions of the Housing 
Act of 1937 and 1954 would still be applicable and that the limita- 
tions as existed in the Independent Offices Appropriation Act of 
1954, to which I have referred, and the Housing Act of 1955, dealt 
only with the authorization of the number of units to be constructed 
and the number of contracts to be entered into. That would be my 
opinion from reading this document. 

Now, I don’t know whether that is satisfactory to the chairman. 
The law is the law and, in the absence of any legal memorandum to the 
contrary, T assume the Housing Act of 1954 would be sufficient author- 
ization for consideration by this committee of such appropriations as 
may be necessary to construct 35,000 public houses. 

Mr. Tuomas. I think you have a legal problem there. I am just 
rausing it for whatever it is worth. If you will read the independent 
offices language, you will note the language does not specifically, by 
lame, repeal any housing act but the full import of the language does 
exactly that and that was so recognized. 

Mr. Yates. Recognized as doing what? 

Mr. Tuomas. Repealing it. 
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Mr. Yates. Repealing the law? 

Mr. Tuomas. Yes. 

Mr. Yarrs. The whole law? I don’t think that is true. 

Mr. Tuomas. There is your question. 

Mr. Yarrs. Suppose: we get an opinion from the Comptroller 
General. 

Mr. Tuomas. I suppose somebody has already done that or there 
would not be an estimate here in the form it is. That is the reason | 
asked these people. 

Mr. Yates. Do you know? 

Mr. Susser. I do not think that question was proposed. What 
you raised is what the legal division of the Administrator’s office 

Mr. Vursevu. There was not any subsequent ame ndment written 
into the act to soften this down after that was there? 

Mr. Tuomas. It is an old principle of law, if it is dead, you cannot 
breathe life back into it, unless you specifically reenact it. And that 
language is not at present in the Housing Act of 1954. 

Mr. Yares. I wonder, however, whether it was murdered or whether 
it was just operated on. 

Mr. Tuomas. The language does not repeal anything but the sum 
and substance of it does just exactly that. So you have a nice ques- 
tion there. J imagine some of the legal staff has already looked into it. 
If they have not, they ought to do it. 

Mr. Yates. We could correct that by this committee’s action. 

Mr. Puiturs. Mr. Yates, whether it was murdered, or whether it 
was operated upon, are you in agreement that in either case, it has 
died? 

Mr. Yates. No, I am not in agreement that it has completely died. 
Fluttering life remains—— 

Mr. Vurse.u, If any. 

Mr. Yates. And was breathed into it in the conference on the act of 
1954 when it provided for the construction of an additional number of 
units. I think what this committee did was to limit the number of 
units that could be constructed in the future and it left in existence 
remaining portions of the act. 

Mr. Vurseu. I had in mind that there was some compromise action 
taken, whether legally or not, I don’t know, in the conference, and we 
went forward again with another batch of public housing. 

Mr. Purtiuips. Which way is forward, Mr. Vursell? 

Mr. Yates. That is double entendre of the same tenor as Mr. Jesse 
Wolcott made in his announcement on the floor of the House after the 
conference. Do you recall when he said, ‘We have done a masterful 
job on public housing?” 

Mr. Vurse.ti. That was before the second conference. 

Mr. Yares. I don’t think I need comment upon the language of 
Mr. Wolcott, except I think Mr. Wolcott recognized that the committee 
did authorize the construction of 35,000 units of public housing with 
certain conditions. 


NUMBER OF CONSTRUCTION STARTS 


That raises an interesting question in my mind. I turn to page |! 
of your justifications. 
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| find the computation under the heading “Number of Units 
Avails able for Construction Authorization by Public Housing Author- 
itv.’ 

Now, on page 2266 of the hearings of the independent. offices 
appropriations for 1955, part 3 of the hearings for appropriations for 
this Agency for 1955, there is a colloquy between Mr. Yates and 
\r. Slusser as follows, under the heading “Backlog of Public Housing 
Units To Be Constructed”’: . 


Mr. YATES. You stated that there were approximately 36,000 units in the 
backlog at the present time. 

Mr. Stusser. That’s right. 

Mr. YatrrEs. How many of those contracts are good? By that, I mean, are 
there any of those 36,000 units that you think are going to be surrendered? 

Mr. SuusserR. Yes; we believe so. We are trying to get some of them sur- 
rendered where there has been inactivity in the program. 

Mr. Yares. What portion of them? What does that amount to? 

Mr. Stusser. That I do not know. We have been talking in terms of about 
33,000 active units. 

Mr. Yates. You think then that there are 33,000 units that will be available 
for construetion? 

Mr. Spusser. That will remain active? 

Mr. Yates. Are those bonafide contracts? 

Mr. Stusser. Yes. 

Mr. Yates. When were they entered into? 

Mr. Stusser. That I do not know. 

Mr. Ketty. They would have been entered into at different times, all prior 
to this fiscal year. 

Mr. Yates. All entered into prior to June 30, 1953? 

Mr. Kextiy. That’s right. 


Mr. Yarss. I return to page 11. 1 notice there that the units 
under annual contributions contracts awaiting authorizations by 


Public Housing Authority to commence construction as of June 30, 
1954, 37,998. I sav, how do you arrive at that figure? 

Mr. SLusser. That apparently was the total figure under annual 
contribution contracts authorized for construction. 

Mr. Yates. They were authorized for construction as of the date 
of the hearing to which I have referred, were they not? 

Mr. Suusser. That’s right. 

Mr. Yares. Why were they not constructed in the last year? 

Mr. Stusser. Because we had a limitation of 20,000 units for that 
veal 

Mr. Yares. For fiscal year 1955? 

Mr. Susser. For 1954. 

Mr. Yates. How many are being constructed in fiscal year 1955? 

Mr. Stusser. Fifteen thousand. 

Mr. Yares. Under the law, you were ee to construct 
35,000. Why are you constructing 15,000 instead of 35,000? 

Mr. Suusser. A good many of these are in larger cities where there 
are title ] progr ams, where the city is not prepared to move ahead. 

Mr. Yates. Mr. Slusser, I was under the impression that if these 
are the same units that you and I referred to, for fiscal year 1955, 
these were already under construction contracts, and: 

Mr. Spusser. Annual contribution contracts. 

Mr. Yates. Construction could have proceeded unon them without 
reference to any limitation? 

Mr. Susser. That’s right, 
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Mr. Yates. Why didn’t you go ahead with the construction of 
them? 

Mr. Stussrer. Because the cities were not prepared to go ahead 
with them. 

Mr. Yates. All 37,000 of them? 

Mr. Stusser. I said we would probably construct 15,000. If | 
may correct my figures, I think this time I have them pinned down to 
where they should be, on June 30, 1954, we have 37,998 that you have 
read. 

Mr. Yates. Those could have been constructed without reference 
to the 1954 Housing Act? 

Mr. Stusser. That’s right. 

Mr. Yates. These were under existing contracts at that time? 

Mr. Stusser. From that 37,998 has been an attrition of 1,738, 
giving us a net figure, or a subtotal figure, of 36,260. Of that, we will 
construct this year 15,000 units. That will leave us a balance of 21,260 
still under annual contribution contract as related to the 1949 act. 

Mr. Yates. Does the Housing Act of 1954 give you an additional 
35,000 units to that number? 

Mr. Stusser. No. 

Mr. Yaress. It gave you nothing then? 

Mr. Stusser. No, sir; the Appropriation Act for 1954 authorized 
us to begin, or commence, starts of 20,000 units out of the backlog. 

Mr. Yares. I don’t mean the independent offices appropriation 
bill. I am talking about the Housing Act of 1954 and the so-called 
compromise to which Mr. Phillips and Mr. Vursell referred that | 
was talking about. This was Mr. Wolcott’s statement respecting that 
act that presumably stated that you were authorized to construct 
35,000 units. 

Is it your interpretation that the 35,000 units that were contained 
in that act were not in addition to those that were in existence previ- 
ously? 

Mr. Stusser. That’s right. 

Mr. Wooren. I think the Congressman has reference to the author- 
ization for 35,000 additional contribution contracts. That would be 
in addition to this, in 1955? 

Mr. Yates. That’s right. 

Mr. Stusser. In 1955, we were authorized to enter into 35,000 units 
of annual contribution. 

Mr. Puiuurps. They only have a backlog of 21,260 from which, to 
take it, am I right? 

Mr. Stusser. No, sir. These are the contracts that had been made 
prior to the act. 

Mr. Yares. See if I understand this table correctly. As of June 
30, 1954, you were authorized to construct 72,998 public-housing 
units? 

Mr. Pures. It is less than that, by his figures. 

' Mr. Yares. One thousand seven hundred and thirty-eight. 

Mr. Frantz. Off the record. 

(Discussion off the record.) 

Mr. Frantz. Mr. Yates, let me briefly state what I understand the 
legal situation to be. 

There are two limitations operating from appropriation acts. ‘The 
language in the 1953 Appropriation Act limits not to exceed 35,000 
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the number of units which may be authorized to start construction 
during a fiscal year. The 1954 Appropriation Act prohibits con- 
tracts—annual contribution contracts or agreements looking toward 
such contracts—except as Congress might in the future authorize 
them. In the 1954 Housing Act, which was enacted subsequently, 
Congress did authorize such contracts to the extent of 35,000 during 
the fiseal year 1955. At the expiration of that authority, therefore, 
there will remain no authority to execute additional contribution 
contracts and, as to the units then under annual contribution contract, 
there will be a limitation resulting from the 1953 act of not to exceed 
35,000 construction starts during a fiscal year, unless Congress auth- 
orizes a larger number. 

Mr. VursEeuu. Have reached a position through legislation in this 
committee for a limitation on legislation in this committee, where 
housing, Public Housing, cannot be carried further than under past 
acts, unless the Congress so provides? 

Mr. Frantz. Let me say this, Mr. Vursell—that, as I understand 
the matter, the number of units under annual contribution contract 
at the end of the current fiscal year—which will be the number now 
under contract, less any started, plus the number that may be executed 
between now and the end of the year—that number may go forward 
to construction at a rate not in excess of 35,000 per year. However, 
no further contracts, or agreements looking toward contracts, may be 
executed after June 30 unless Congress legislates further. 

Mr. Vurseiyi. That answers my question. 

Mr. Yates. What authority did you get in the Housing Act of 
1954, to execute 35,000 new annual contribution contracts? 

Mr. Frantz. Yes, sir. 

Mr. Yates. So that you will be enabled to proceed with the con- 
struction of public housing units at the rate of 35,000 per vear, of all 
70,000 units? 

Mr. Frantz. That is correct, sir, assuming these estimates work out. 

Mr. Yates. We do not have only 35,000 units that may be subject 
to annual contribution contracts taking the old total plus the amount 
authorized by the Housing Act of 1954, the entire total now would be 
approximately 70,000? 

Mr. Frantz. Assuming 35,000 were executed this year and 20,000 
were started, which is what the table is based upon. 

Mr. Yates. You are authorized to make the annual contribution 
contracts for 35,000 public housing units, in fiscal year 1955? 

Mr. Puruurps. Is that Mr. Slusser’s figure? 

Mr. Yates. I will take Mr. Slusser’s figure. 

You talked about 20,000 units to be authorized, on which construc- 
tion is authorized in fiscal year 1955. Are you going ahead with 
20,000 units during this fiscal year? 

Mr. Stusser. As I told you, we will probably get 15,000. 

Mr. Yates. You would not be able to get 35,000 in your judgment? 

Mr. Stusser. Not under construction. 

Mr. Yares. That is because the municipalities cannot enter into 
contracts with you? 

“ StusserR. Because they are not prepared to go ahead with the 
Work, 

Mr. Yares. What do you find holding it up? 
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Mr. Stusser. Their site selection and clearance of their sites and 
such as that. 

Mr. Puruurps. They have the contracts but they cannot perform 
their part of the contract, and there has to be something done before 
we can perform ours. 

Mr. Yates. May we have inserted in the record at this point the 
table on page 11? 

(Page 11 referred to is as follows:) 


Number of low-rent housing units available for construction authorization by PHA 


Units under annual contributions contracts, awaiting authorization by 


PHA to commence construction, June 30, 1954___ tit Se 36, 260 
Add: Annual contributions contracts to be executed, 1955- SoBe d3 35, 000 
Total units available for construction ___ _- . 71, 260 

Less: Estimated number of units on which construction is to be authorized 


by PHA in fiscal year 1955 ae 2 ae: eee 15, 000 
Units under annual contributions contracts, awaiting authorization by 

PHA to commence construction, June 30, 1955__ 56, 260 
Less: Estimated number of units on which construction is to authorized 


by PHA in fiseal year 1956 yee - peeigades : ; ...- 365, 000 
Units under annual contributions contracts, awaiting authorization by 
PHA to commence construction, June 30, 1956____- ae aid ee 21, 260 


Mr. Puixtures. Corrected or as it is? 

Mr. Yares. Corrected. Mr. Slusser, will you please see that those 
are corrected? 

Mr. Suusser. Yes, sir, we will do that. 


DISPOSITION OF WAR HOUSING 


Mr. Botanp. Under the war and emergency housing program, 
where you state that the grand total on hand aggregates 180,000-plus 
and released for disposition 106,402, did I understand you to say that 
it is your responsibility to determine what shall or shall not be released 
for disposition? 

Mr. Stusser. 180,865 and 106,402? 

Mr. Botanp. I thought there was some discussion about the 
administrative responsibility, as to its laying with you. 

Mr. Stusser. The Defense Department has certain controls over 
these properties. They release them for disposition. When they are 
not needed any longer for defense purposes, the military or the Defense 
Department releases those to us for disposition. 

Mr. Bouanp. If the military does not release them, you cannot 
dispose of them? 

Mr. Stusser. That’s right. 

Mr. Botanp. What was the colloquy you had with Mr. Thomas 
a moment ago concerning the authority which the Administrator of 
Housing and Home Finance, which he delegated to you in respect 
to disposition—— 

Mr. Stusser. That merely is a delegation of his authority to me 
to proceed with the disposition of properties. 

Mr. Bouanp. In response to a question, Mr. Cole said last year 
that, in my judgment, the military says this is necessary housing for 
the Defense Establishment, but they can be overruled by the Admin- 
istrator. 
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Is that true? 

Mr. Stusser. I don’t know. 

Mr. Yates. Mr. Thomas asked Mr. Cole that question last vear. 
Mr. Bouanp. Apparently, Mr. Cole can overrule the military. 
If you want to go ahead and dispose of those projects that the military 
says they do not want to release for disposition, apparently you can 

do it; is that not right? 

Mr. Stusser. From that statement, apparently so. 

Mr. Botanp. The Lanham projects in the defense housing projects 
under the basic law, you are permitted to dispose, No. 1, to the city. 
They have first rights to it; is that correct? 

Mr. Stusser. It depends on the type of project. They can be 
taken for low rent use and if it is adaptable for low rent use 

Mr. Botanpb. And if the city wants a Lanham or other project for 
low-rent uses, they can apply to you under the basic act and you 
must dispose of it to them? 

Mr. Stusser. They pay us for such projects or acquire it from the 
leaseholder and we transfer the buildings to them. They pay us 
for the underlying land. However, we transfer the buildings to them 
without cost. 

Mr. Puiuurps. If there were a competitive desire on the part of an 
educational institution, what would happen? 

Mr. Stusser. I think that your first obligation is to your low-rent 
use, to the municipality. 

Mr. BoLtann. Then it filters down to the occupants, those who 
occupy the property and then you can sell it as an entity or as a 
cooperative; is that right? 

Mr. Stusser. I stated that if they are permanent Lanhams, they 
are constructed of what we term to be a permanent nature, the city 
will accept a subdivision and we can sell them to the subdivision in 
the property. 

Mr. Botanp. Are some of the Lanhams permanent, of real, perma- 
nent construction? 

Mr. Stusser. We determine them to be so, yes. 

Mr. Botanp. Some are not? 

Mr. Stussper. Some are temporaries; some are demountable. 

Mr. Botanpb. In the city of Chicopee, Mass., you are about to 
dispose of two projects up there under two war emergency programs. 

(Discussion off the record.) 


STATUS OF $20 MILLION LIMITATION FOR 1955 


Mr. Putiuies. While we were off the record, we were discussing 
that part of the liquidation program set up in this committee last year 
which had been transferred to you by the Office of the Administrator 
which had to do with, largely with, war and defense housing. 

On that, as I reeall, a limitation of $20 million had been | set by the 
subeommittee and I presume that limitation went along with the 
transfer to you so that you operate under it. How close have you 
come, or how much of that wil] you have left over at the end of the 
year unused? 

Mr. Stusser. On the $20 million, right now it is nip and tuck. 
One day—TI am living daily with these pe ople on that—one day we are 
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$20,000 over and the next day, $30,000 under. It is going to be a 
race down to the wire to June 30. 

I am confident we are going to make the $20 million. I am not 
willing to say that we are going to make it by very much. 

Mr. Puruures. On page 3 of your own statement, you want one 
additional business specialist in each field office. That is a quotation, 
“one business specialist in each office.””’ Put on the record how many 
field offices you have. 

Mr. Siusser. Seven. 

Mr. Puruurps. Tell me whether that means seven new positions or 
whether you are transferring them from other jobs. 

Mr. Stussmer. It would be 6 new positions. I forgot about moving 
Philadelphia. It would be 7 new positions. 


ADDED COSTS OF MOVE TO PHILADELPHIA 


Mr. Puiuurpes. Tell me about this move to Philadelphia because | 
did not understand it. You are combining in an office in Philadelphia, 
if you combine the same office you have now, in Philadelphia, I do not 
see why you testified it would cost you $170,000 more than now. What 
is a comparable figure? Why does it cost you more merely to transfer 
the location of an office you now have? 

Mr. Stusser. We have a small office in the field office in Washington 
and they are aided by the central office. 

Mr. Puruures. If you stayed would you add somebody else? 

Mr. Stusser. No. 

Mr. Puruures. Are you getting work done free? If you are taking 
an office from this position to another one, how do you say it costs 
$170,000 more to run it over here? 

Mr. Stusser. That requires personnel in that office, additional— 

Mr. Putuurps. You said here you would not have this additional 
personnel. 

Mr. Stusser. That’s right. 

Mr. Puiuures. Why? 

Mr. Stusser. The Washington field office was made up in large 
part from the transfers and reductions in the central office when we 
reorganized. In order to cut the workload of the New York office 
and the Atlanta office, we organized the Washington field office on 
more or less a skeleton basis. It is a small office. There are some 
fiftv-eight in the Washington field office. 

When we move to Philadelphia, we will set that up as an independent 
office, just as New York or Chicago is set up. There we will need 
additional technicians and other staff that we now use as part help 
out of central office. They will assume greater territory, it being pro- 
posed that the State of Pennsylvania and New Jersey w ould be added 
to what is now the Washington field office. 


REFINANCING OF LOCAL AUTHORITY BONDS 


Mr. Puiuurrs. Mr. Slusser, this committee gets a lot of blame 
sometimes for things it does not know anything about until it reads 
about them in the newspapers. So I would like to take a little credit 
for something we did know about in advance. In your testimony 
on page 6, you mention the provision in the 1954 Independent Offices 
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Appropriation Act directing you to make every effort to refund the 
local authority bonds and so forth which was the provision on page 
109 of the act saying just that, that— 

the Commissioners shall make effort to refund the local bonds held by the Public 
Housing Authority— 

and so forth. I just want to call attention to the fact that that was 
the intent, to commend you on your successful cooperation. 

Mr. Vursety. Mr. Chairman, I realize you people have a very 
difficult job and this being my first experience in attending committee 
hearings on public housing, I am impressed from your testimony to 
realize you have a difficult job and you are doing the very best you 
can to carry it through, always mindful of the limitations of the 
Congress and this committee. 

Possibly this question you would not be able to answer, but prob- 
ably you could give me an approximate idea. 


SIZE OF LOW RENT HOUSING PROGRAM 


The question is: How many housing units have been built under 
the Publie Housing Acts to date? 

Mr. Stusser. Congressman, let me answer you in this way, if I 
may, and I am taking from what I said to you in the prepared state- 
ment: In 1956, the total inventory of low rent housing on available- 
for-occupancy basis will be over 437,000 units. 

Mr. Vursett. That is a pretty good answer. At least, it is 
satisfactory to me. 

OCCUPANCY OF PROJECTS 


Can you tell me generally what percentage of these units are fully 
occupied? 

Mr. Stusser. Occupancy in all low-rent projects on December 31, 
1954, was 97.1 percent against 96.4 percent the year earlier. 

Mr. Vursevy. Better than I expected. 

Apparently, vou do not have a heavy percentage of vacancies. 

Mr. Spusser. That is true, sir. There is a normal turnover when 
you have got to move out and the repairing and the renovation is done, 
and then move in; there is loss of time there. I will be honest with 
you, there are some units in some locations that are difficult for us 
because of the locations of projects, or for some other reason where 
we are doing everything we can to accomplish full occupancy of that 
project. It may be because of street conditions when the project was 
built, and there is no transportation; there may be some problem of 
utilities or something of that nature that causes some of the problems. 
Those, we are working on and trying to correct. 


PORTION OF RENT COVERED BY SUBSIDY PAYMENTS 


Mr. Vursett. Can you tell me about what percentage of the nor- 
mal rental in these low rent housing units are paid by the occupants? 

Mr. Stusser. Let me have the question again? 

Mr. VursEety. Can you tell me about what percentage of the nor- 
mal rental in these low rent housing units are paid by the occupants? 

Mr. Yates. Which part by the Government? How much of a 
subsidy is there? 
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Mr. Stusser. What is the subsidy figure, do you know? 

Mr. Frantz. It would run pretty close to 60-40, wouldn’t it, Mr. 
Slusser? Sixty percent by the tenant and 40 percent by the Govern- 
ment. 

Mr. Siusser. Your question was, what percentage was related to 
the subsidy payment as to what the tenant paid; is that what you 
were getting at? 

Mr. VursE.u. Yes. 

Mr. Suusser. Or were you getting at the rent in low-income prop- 
erty as compared to private? 

Mr. Vursexu. Off the record. 

(Discussion off the record.) 

Mr. Vurseuu. If the house were built under private enterprise 
and full rentals to carry the cost of building were invoked, then the 
question would not be necessary, but inasmuch as they only pay a 
percentage, I understand, then my question is: What percentage of 
the normal rental is paid by these low-rent-paying occupants? 

Mr. Stusser. By law, we are required to stay 20 percent under a 
comparable rent for private housing, similar type housing. There 
must be a 20-percent gap maintained between our properties and 
private housing. 

Mr. Vurse.u. The purpose of that is to make sure that it goes to 
the people who are not able to pay? 

Mr. Stusser. That’s right. 

Mr. Vursetu. Then the answer to the question, it would appear 
to me, might be that they pay 80 percent? 

Mr. Stusser. The law says they pay for rent 20 percent of their 
annual income. The law so states that. 

Mr. Vursevu. Do you have any comparable or approximate figures 
as to what normal percentage of rents are paid by the low-income 
groups? 

Mr. Stusser. I am trying to get at whether you are asking for the 
difference between subsidy payment and the residual net income of the 
properties. If that is what you are referring to, or if you are referring 
to the average level of rent that may be paid? 

Mr. VursELut. We can put it another way. What percentage of 
subsidy is paid into this rental that does not come from the low-ren! 
occupants? 

Mr. Stusser. This fiscal year, $69 million. We are asking for the 
next fiscal year, $87 million. Allowable for next year would be $11) 
million if we were to assume all of the level-debt service cost, but the 
residual net receipts will amount to $23 million; therefore, we lessen 
the subsidy by that much. 

Mr. Puiuuips. Forgetting the answer about the subsidy angle for 
a minute, suppose these people had to go out and rent houses unde! 
normal conditions of approximately the same value, the same kind, 
what percentage reduction in that level are they getting through these 
public-housing projects? 

Mr. Stusser. Referring now to the 20 percent differential? 

Mr. Puiuures. The differential is maximum for you, not ne¢tessarily 
a fixed figure of 20 percent. 

Mr. Stusser. That’s right. 

Mr. Yates. How close do you come to the 20 percent? 
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Mr. Frantz. The comparable market rate for the same kinds of 
quarters? 

Mr. StusserR. $20 a month would be average across the entire 
United States. 

Mr. Vurseity. Then do I understand that the subsidy that comes 
from the Government will run about $25 a month per oce ‘upant? 

Mr. Stusser. $20.46 subsidy payment per month per unit. 

Mr. Frantz. From memory, Mr. Phillips, the average cost per 
unit, ineluding debt service and operating expenses is approximately 
$53 of which about $33 is met by the tenant paying rent and $20 by 
subsidy. 

Mr. Puitires. When you say $20, you really should deduct from 
that the profit which private owner makes but I guess that is not right. 
You have included that in that care and upkeep. 

Mr. Rurrner. The average maximum subsidy to the units we have 
in our budget for next vear is $26. That is maximum. The residual 
receipts, the places where rents exceeds expenditures brings it down toa 
net payment of $20.46. 

Mr. Vurseuu. If we close the program now, what might the total 
subsidy or loss to the Federal Government be after having been in the 
business as long as we have? 

Mr. Yates. If you liquidate the property, too? 

Mr. Puriures. If you just stopped it now and add up all the years’ 
loss, vear after year, how much would we have lost? 

Mr. Yares. How much have we paid out in subsidies to the present 
time? 

Mr. Purinies. Presuming you would liquidate at no loss and no 
gain? 


Mr. Yares. That isn’t the same question as how much we paid out 
in subsidies at the present time? If you liquidated the properties and 
estimated their value that is another question. 

Mr. Puttures. That is the second question, but his presumption is 
you would liquidate without loss or profit. How much would we have 


lost in the subsidies? On the basis of the real-estate market, we would 


probably make money on some of the properties and offset some of 
the loss. 

Mr. Stusser. That’s right. 

Mr. Vurseiu. I do not think I can get a quick answer to that. 
I will not pursue that further unless it is easier to answer than I think 
it is. 

Mr. Stusser. There is this problem: I have looked into it and when 
you say disposition of the properties as such in public housing, there 
is some question involved because of the bonds against outstanding 
properties. 

Kor a period of years, that is. You could not dispose of the prop- 
erties unless you could recall each of the bonds and satisfy the holder 
of the bond. 

Mr. Vursetit. Do you find that the public, acting through their 
public officers, municipalities largely, I presume, are still interested in 
planning for public housing? 

Mr. Stusser. I can only say that the interest that has been 
generated by the new Housing Act has awakened a lot of cities to the 


condition of their slums. There is much more attention being focused 
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upon slum areas and methods of getting rid of them and of taking care 
of the people that are in the slums. 

Mr. Puruures. Let us hand a bouquet to Mr. Slusser’s office now 
and say that under him there is more connection between slum 
clearance and this housing than there had been before. 

Mr. Stusser. Thank you, sir. 

Mr. Yares. You anticipate 15,000 of the 36,260 units now under 
contract will be built during the fiscal year 1955? 

Mr. Stusser. That’s right. 

Mr. Yates. Did the 36,260 units qualify for immediate construc- 
tion under the Housing Act of 1949? 

Mr. Stusser. Yes. 

Mr. Yates. Where they would not qualify under the act of 1954, 
were additional restrictions placed upon municipalities which had to 
be met and therefore, these were barriers to entering into agreements’ 

Mr. Stusser. Off the record. 

(Discussion off the record.) 

Mr. Yates. Thank you, gentlemen. 


Tuurspay, Marcu 10, 1955. 
? ) 


VeTERANS’ Hospitat FAcILITrIEs 
WITNESS 


HON. JOEL T. BROYHILL, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF VIRGINIA 


Mr. Botanp. The committee will please be in order. 

We are delighted to have with us this morning our colleague from 
Virginia, Mr. Joel T. Broyhill. We will be pleased to hear you, 
Mr. Broyhill. 

Mr. Broynimu. Thank you, Mr. Chairman. 

Mr. Bouanp. J understand you wish to talk to the committee about 
the veterans’ hospital facilities in the metropolitan area of the District 
of Columbia. 

Mr. Broyuitt. Yes. I thank you for the opportunity to testify 
before this subcommittee again on this perennial subject; that is, the 
request of an appropriation for a 500-bed veterans GM and S hospital 
for the metropolitan area of Washington. 

I testified on this request last year and offered an amendment on 
the floor of the House at which time I thoroughly explained the need 
for the funds, therefore, I do not think it is necessary to go over all of 
the pros and cons again at this time as to why a hospital is necessary. 
lf you will permit me to present this set of facts to be included in the 
record, 1 will not take the time to go over all of the details with the 
committee. 

Mr. Bouanp. Yes. 

(The statements referred to follow:) 


Notre.—Charts I, II, and III and Exhibits A and B are not included. 
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VeTeRANS’ HosprTau FactiLities IN THE NORTHERN VIRGINIA AND WASHINGTON, 
Dp. C., AngEA, With Specrat Rererence To THE Proposat To Buitp a New 
VeTERANS’ ADMINISTRATION HospitTaL at Fort Hunt, Va. 


EXISTING VETERANS’ HOSPITAL FACILITIES IN THE AREA 


Nine veterans’ hospitals are located in or around Northern Virginia and Wash- 
ington, D, C. These include 2 neuropsychiatric hospitals (the 1,830-bed 
Perry Point, Md., hospital and the 2,000-bed Roanoke, Va., hospital); 1 tuber- 
culosis hospital (the new 289-bed hospital in Baltimore); and 6 general hospitals, 
the size and location of which are as follows: 


Number 
Location: of beds 

Wi outa recs we nr ee ee eck ecm See 335 
POPC TG eee RS oo a ea eke ee hace eae dae Sac fa eee 491 
Ketousineain Ve... -.-+>.--<c45. pee oe Sek, Sen oe ea 470 
Richmond, Va_- 3 Se a : SE ich eee a 
Clarke Wr Vee ec Dao oe os acct BP oien it ar at eae 184 
RU a ee ne ae oe 791 


On September 30, 1953, the average daily patient load at these 9 hospitals 
varied from 77.2 to 94.7 percent of the number of operating beds. Tables 1 and 
2 indicate the types and sizes of bed section in each hospital, the average daily 
patient load by type of bed section, and the average daily patient load as a per- 
centage of total operating beds. 

Of the 9 hospitals, 4 are new (at least as Veterans’ Administration facilities) 
since the end of World War II. Two—the Richmond and Martinsburg hospitals 
—were transferred to the Veterans’ Administration from the Army in April and 
November 1946, respectively. The Clarksburg hospital in West Virginia and 
the tuberculosis hospital in Baltimore were constructed by the Veterans’ Admin- 
istration, the first opening in March 1951 and the second in October 1952. 

To supplement the space in the regular Veterans’ Administration hospitals in 
the area, the Veterans’ Administration provides by contract for the treatment 
of veterans in certain non-VA hospitals. At the present time there are 50 contract 
beds at the National Naval Medical Center in Rethesda, Md.; 10 at Walter Reed 
Hospital; and 350 at St. Elizabeths hospital. The beds at St. Elizabeths are for 
neuropsychiatric cases. 

Tables 3 and 4 (and chart I) show the relationship between veteran population 
and the number of veterans hospital beds in the District of C:':mbia, Maryland, 
Virginia, West Virginia, selected other States and the United States as a whole, 
in various years. As will be discussed later in this report they indicate that 
Virginia has a good supply of veterans hospital beds compared to other States, 
but that the supply in Washington, D. C., is very low. 

Table 6 gives the number of veterans eligible for treatment but not vet scheduled 
for admission (i. e., on the waiting list) on August 31, 1953, at the nine hospitals 
in the Washington-northern Virginia area listed above. The table shows that 
waiting lists are longer in Virginia than they are in the District of Columbia, 
Marvland, and West Virginia, and that the majority of veterans on those lists 
are neuropsychiatric cases. 

The maps in charts 2 and 3 show the location of veterans hospitals in the 
Washington-northern Virginia area—all types, and general medical end surgical 
only, respectively. Cireles drawn on the maps indicate areas within 40 and 75 
miles (approximately) of the hospitals. 


PROPOSED NEW VETERANS’ HOSPITAL ON SOLDIERS’ HOME GROUNDS 


It would seem to be generally agreed that the Washington, D. C., area is entitled 
to additional veterans’ hospital space. If need is measured in terms of the relation 
between veteran population and beds available (not including contract beds), the 
District of Columbia has more need for Veterans’ Administration hospital beds 
than most other parts of the United States. In January 1949, the ratio of veterans 
to beds in Washington, D. C. (409 to 1) was higher than that in any State but 
Utah, Oklahoma, Nebraska, Connecticut, Rhode Island, and New Hampshire. 
Even if all proposed new beds were completed and ready for use, the ratio (168 
to 1) would still be appreciably higher than the national ratio (149 to 1) and the 
ratios for such States as New York (142 to 1), Illinois (127 to 1), and Massachu- 
setts (122 to 1) (see tables 3 and 4). 
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On October 16, 1945, the Veterans’ Administration approved in principle 
proposal to build a new veterans’ hospital to serve the District of Columbia and 
its surrounding area, including northern Virginia. In 1948 they purchased for 
$1,692,117 a 25.4-acre tract (the Nevius tract) in Arlington County, Va., adjacent 
to Arlington Cemetery, on which to build the hospital. It was originally planned 
that the hospital, which was to be a general medical and surgical hospital, should 
have 750 beds. 

The Nevius tract had several shortcomings as the site for the new hospital, 
First, the cost of the property ($1,692,117 for 25.4 acres) seemed excessive when 
there was little doubt that other suitable land was available for less money, 
Secondly, Arlington County, a large percentage of whose taxpaying property was 
already withdrawn by the Federal Government from taxation, was opposed to 
any further Federal purchase or condemnation of property in the county. Thirdly, 
a veterans hospital on the Nevius tract would overlook the Arlington Cemetery, 
and it was felt by some that this would not be pleasant to the patients. Fourthly, 
since the site was in line with one of the runways of the National Airport, planes 
would continually fly directly over the hospital. 

Opponents of the site expressed their objections so strenuously that before the 
Veterans’ Administration could obtain title to the land, the House Appropriations 
Committee wrote into a Veterans’ Administration appropriation bill a prohibition 
against any of the funds being used to purchase the Nevius tract. The Veterans’ 
Administration tried at this time to halt its purchase of the Nevius tract; but 
condemnation proceedings had already started and the Veterans’ Administration 
was refused permission by the courts to withdraw its application for purchase, 

Late in 1949 the Veterans’ Administration developed plans for building the 
hospital on a different site—on the grounds of the United States Soldiers’ Home 
in the District of Columbia (see exhibit A). On April 4, 1950, the Army declared 
surplus 130 acres of land in the southern section of the Soldiers’ Home grounds, 
Of this land 47 acres were made available as the site for a proposed 1,000-bed 
Washington Hospital center. This hospital center, a project of the District of 
Columbia Government, will merge Episcopal, Emergency, and Garfield hospitals. 
The remaining 83 acres were assigned to the Veterans’ Administration—39 acres 
for a new Office building to house all Veterans’ Administration activities in the 
Washington area, and the other 44 acres for the new veterans’ hospital (see 
exhibit B). 

The Soldiers’ Home hospital site was formally approved on April 10, 1950, and 
title to the land has been acquired. In May 1950, the Veterans’ Administration 
declared the Nevius tract excess to its needs and transferred jurisdiction of the 
land to the General Services Administration. 

A vear earlier, on January 10, 1949, when President Truman announced in his 
budget message that he was cutting down the total Veterans’ Administration 
hospital program from 53,000 beds to 37,000, the number of beds in the proposed 
new hospital in Washington had been reduced from 750 to 500. In November 
1951, the Medical Department of the Veterans’ Administration recommended to 
the Bureau of the Budget that the hospital be restored in size to 750 beds. The 
veteran medical load in the District area was already great and was increasing 
to such an extent, it was felt, that the additional beds would be needed. But 
since virtually none of the veterans unable to gain admittance to veterans hos- 
pitals in the area required treatment for service-connected disabilities, the Bureau 
of the Budget opposed the increase. On April 2, 1952, President Truman formally 
rejected the request for 750 beds. 

At the present time the Soldiers’ Home hospital is not yet under construction. 
In June 1952, when the budget for fiscal year 1953 was before Congress, Senate 
and House conferees deleted appropriations which would have enabled the 
Veterans’ Administration to start building the hospital. The conferees recognized 
an urgent need for neuropsychiatric and tuberculosis hospitals, but felt that other 
hospital construction could be postponed. In 1953 an appropriation for the 
hospital was included in the Truman budget but was omitted in the Eisenhower 
budget and not restored by Congress. 


POSSIBILITY OF TRANSFERRING PROPOSED NEW HOSPITAL TO FORT HUNT SITE 


A new general veterans’ hospital in the Washington area might be built on the 
Fort Hunt site in Virginia rather than on the Soldiers’ Home grounds in Wash- 
ington, D. C. Already changed once from the Nevius tract to the Soldiers 
Home plot, the site of the proposed new hospital might be changed a second time, 
from the Soldiers’ Home to Fort Hunt. While the Veterans’ Administration 
might be reluctant to consider a second change, construction of the hospital on 
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the Soldiers’ Home site is not yet under contract, and the Veterans’ Administration 
presumably could still dispose of the site if it wished to do so. The question 
would be: Is the Fort Hunt site sufficiently better than the Soldiers’ Home grounds 
as a location for the new hospital, to justify the delay and trouble that would be 
involved in changing the site at this time? 

Possible arguments in favor of the transfer are: 

(a) No new veterans’ hospital (as distinguished from transferred hospitals and 
additions to existing Veterans’ Administration hospitals) has been built in Vir- 
ginia since World War II, although during that time 53 new hospitals have been 
completed in other parts of the United States and 10 are in process of construction. 
Only one of the new hospitals—the Baltimore tuberculosis hospital—is within 75 
miles of northern Virginia. 

(b) A veterans’ hospital at Fort Hunt, Va., is so close to Washington that it 
could serve veterans in the District of Columbia and draw on specialized medical 
resources there almost as well as a hospital in the District itself. 

(c) Today Virginia has more veterans for every Veterans’ Administration hos- 
pital bed than it had either in 1945 or 1949. It is estimated that on July 31, 1945, 
there were 65 veterans per bed. By January 5, 1949, the number had risen to 
06, while at the end of 1952 it had reached 105. The ratio of veterans to beds 
has grown in spite of the fact that the number of hospital beds in the State has 
more than doubled, increasing from 1,837 in 1945 to 3,704 in 1952 (see tables 3 
and 4, and chart I). 

(d) While Washington, D. C., already has one veterans’ hospital (Mount 
Alto), in northern Virginia there are large areas which have no veterans’ hospital 
of any kind within 40 miles and considerable areas which are more than 75 miles 
from such facilities (see chart I1). Areas without a general veterans’ hospital 
within 40 or 75 miles are even larger (see chart ITT). 

(e) The cost of a hospital of equal quality and bed capacity would almost 
certainly be less at Fort Hunt than it would be in Washington, because of the 
need for atomic warfare protection in an important urban center. In July 1950 
the Veterans’ Administration announced that they were changing the plans for 
the Soldiers’ Home veterans’ hospital in order to make it an atomic bomb resistant 
hospital. They were doing this at the request of the National Security Resources 
Board and its Civilian Mobilization Office. It was estimated that the cost of 
the reinforced hospital would be about 20 to 30 percent higher than the cost of a 
conventional hospital, i. e., about $8 million compared to about $6 million. 

(f) As of August 31, 1953 (the most recent date for which complete figures are 
available), Virginia had a total of 317 veterans on the waiting list for treatment at 
the 2 general veterans’ hospitals in the State (Kecoughtan and Richmond), 
while there were only 25 on the waiting list at Mount Alto in Washington and only 
38 on the waiting lists for general hospitals in Maryland. (See table 5.) 

Possible arguments against the transfer include: 

(a) While Virginia has not had any new veterans’ hospital since the end of 
World War II, the number of hospital beds available to veterans in northern 
Virginia has been increased by the transfer of military hospitals to the Veterans’ 
Administration and by additions to existing hospitals. Of 29 military and other 
hospitals in various parts of the country transferred to the Veterans’ Administra- 
tion in this period, 2 (McGuire General Hospital in Richmond and Newton D. 
Baker General Hospital in Martinsburg, W. Va.) are situated where they may 
serve the northern Virginia area. Three out of 43 additions (completed or under 
contract) are in Virginia or within 75 miles of northern Virginia. Thus, 656 beds 
have been added to the neuropsychiatric hospital at Roanoke, Va.; 79 beds to the 
general hospital at Fort Howard, Md.; and 328 beds to the neuropsychiatric 
hospital at Perry Point, Md. 

(b) A hospital at Fort Hunt would be farther away than one at the Soldiers’ 
Home site from other medical resources and hospital facilities in the area. The 
Veterans’ Administration has stated that the “most important accepted factor’’ 
in the location of veterans hospitals is that they should be near “recognized 
medical centers.”’ They feel that this is the only way to obtain the services of an 
adequate number of highly qualified physicians, dentists, nurses, and other health 
personnel, and to “‘insure to veterans a quality of care and treatment second to 
none * * *”’ (See exhibit C.) A veterans’ hospital at the Soldiers’ Home site 
would have the most ready access to other medical and hospital facilities in the 
District. It would be located next door to the proposed new Washington Hospital 

enter. 
_(c) Measuring need for additional veterans’ hospital space in terms of the rela- 
tion between veteran population and beds available, Virginia has less need for 
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a new hospital than the majority of States. In January 1949, the only States 
which had fewer veterans per bed than Virginia were Alabama, Arizona, Arkansas 
Kansas, South Dakota, Tennessee, and Wyoming. (See table 3 and chart |) 
In December 1952 Virginia would have remained below the national average 
even if all proposed expansion of Veterans’ Administration hospitals throughout 
the country had been completed. (See table 4 and chart I.) It would probably 
be possible for a veteraris hospital in northern Virginia to care for veterans from 
“high-ratio” Washington, D. C., but the Veterans’ Administration has ruled that 
new hospitals should be built “as near as practicable to the residence center’ of 
the group of veterans to be served. (See exhibit C.) 

(d) The Veterans’ Administration has stated that despite the cost of atomic 
warfare protection, it would prefer wherever possible to build hospitals in cities 
close to medical centers. The Administration feels that such hospitals are easier 
to staff and thus the difference in cost is justified. 


POSSIBILITY OF BUILDING AN ADDITIONAL HOSPITAL ON THE FORT HUNT SITE 


As an alternative to transferring the proposed 500-bed general hospital to 
Virginia, it might be possible to build on the Fort Hunt site a smaller general 
hospital or a specialized tuberculosis or neuropshychiatric hospital to supplement 
the Soldiers’ Home hospital. 

The case for a tuberculosis hospital is perhaps the least strong. On August 
31, 1953, veterans’ hospitals in Washington, D. C., and Virginia had waiting 
lists of only 0 add 9, respectively, for treatment of tuberculosis and the waiting 
lists in Maryland and at the Clarksburg and Martinsburg hosiptals in West 
Virginia totaled less than 50. (See table 5.) It will be remembered that a new 
tuberculosis hospital was opened in Baltimore as recently as October 1952. 

The need for a neuropsychiatric hospital in the area is clearly much greater. 
At the end of August this year, Virginia had a total of 357 veterans (140 at 
Roanoke and the remainder at Kecoughtan and Richmond) eligible for treatment 
of mental illness in a veterans’ hospital but not yet scheduled for admission. At 
the same time the Perry Point (Md.) neuropsychiatric hospital had a waiting list 
of 236. Given the need for a neuropsychiatric hospital, it may be argued that 
the institution is better located outside a large city than inside a heavily populated 
area. Washington, D. C., has an unusually good supply of psychiatrists and 
other specialists who might serve full-time or part-time on the staff of a neuro- 
psychiatric hospital at Fort Hunt. 

A small general hospital supplementing the Soldiers’ Home hospital might well 
serve a useful purpose. It will be recalled that the Veterans’ Administration 
urged in 1951 that Washington’s increasing veteran population warranted 4 
750-bed rather than a 500-bed hospital on the Soldiers’ Home site. It has been 
seen that even if all proposed new beds were completed, Washington would still 
have considerably more veterans per bed than the national average. While it 
might be possible to find a site for a supplementary general hospital closer to the 
District than Fort Hunt, the Fort Hunt location would be within a reasonably 
short distance of the city. One important stumbling block might be opposition 
by Congress and the Bureau of the Budget to further construction of general 
veterans’ hospitals. (See, e. g., pp. 5-6). 

But it is perhaps doubtful that any proposal for a “supplementary” veterans 
hospital in northern Virginia would receive much official support as long as funds 
are withheld for constructing the main hospital on the Soldiers’ Home grounds. 

Also there is some feeling that no new hospitals other than those already planned 
should be constructed until the total hospital bed situation in the Nation can be 
reexamined. Thus, in July 1953 the House Appropriations Committee stated: 

“Until such time as a commission or committee has had an opportunity to 
make the survey (of total hospital facilities) and submit its recommendations as 
to the best use which can be made of all VA and other Federal hospitals, plans 
for further expansion (of VA hospital facilities) should be deferred.” 
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TasLe 1.—Vetlerans’ Administration hospitals in northern Virginia area (as of 
Sept. 30, 1953) 


| 
| ssa ; Average daily patient load during 
| Operating beds by type of bed section month, by type of bed section 
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| 
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Source: Supplement to monthly VA statistical summary, latest available figures by teleprone, Nov. 17 
1953, from Mr. Dawkins, Veterans’ Administration, extension 2512. 


TaBLE 2.—Average daily patient load as percent of total operating beds (Sept. 
30, 1953) 
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as percent of 

total operat- 
ing beds 


| Total oper- |Average daily 
ating beds patient load 


District of Columbia: Mount Alto___....._-_-- wae Rallies enon | 335 294 87.8 
Maryland: 
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Fort Howard____..--- ich tkinusnkcbiceaknnaaeesbastiad 491 404 82.3 
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Source: Supplement to Monthly VA Statistical Summary, latest available figures by telephone, Nov. 
\7, 1953, from Mr. Dawkins, Veterans’ Administration, code 139, extension 2512. 


TABLE 3.—Veterans’ Administration hospital beds related to estimated veteran 
population on July 31, 1945, and Jan. 5, 1949, by selected areas 








| July 31, 1945 Jan. 5, 1949 





Estimated | Authorized Estimated | Authorized | 


Veterans Veterans 


| | 


~ | | ' | 


veteran | standard a aaa veteran siandard a 
population| beds | per bed | population beds per bed 

Total continental United | | 

OUND. «an estat te eerie | 6, 639, 000 | 71, 210 93 | 18, 668, 000 104, 591 178 
District of Columbia... _- --| 53, 000 | 327 | 162 137, 000 335 | 409 
Maryland pokaak 90, 000 | 1,811 | 50 | 263,000 2, 219 uy 

est Virginia : 78, 000 | 266 | 293 | 240, 000 1, 290 186 
vireinia pallet 119, 000 | 1, 837 | 65 | 357,000 3, 704 | 96 
fin York ----------| 699,000 | 7, 294 | 96 | 2,047,000 9, 369 | 218 
oo | 432, 000 | 6, 018 | 72 | 1,213,000 8, 543 142 
cassachusetts --------| 287,000 | 3, 207 | 74 674, 000 4, 602 146 

aillornia --------| 526,000 | 4, 767 | 110 | 1,346,000 7, 924 170 








Source: U. S. Congress, House Committee on Veterans’ Affairs. Testimony of the Administrator of 
nF Affairs and remarks of te Caief Medical Director of the Veterans’ Administration. Hearings 
1 Feb, 4, 1953, 83d Cong., Ist sess., Washington, U. S. Government Printing Office, 1953, chart No. 24. 
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Exuipeit C 


Excerpts FROM AN OUTLINE OF THE MANNER IN WHICH SITES ARE SELECT») 
AND FPuNpbs AUTHORIZED FOR THE BUILDING OF HOSPITALS AND HOMEs For Ty) 
CARE OF FORMER MEMBERS OF THE ARMED FORCES 


Document prepared by the Veterans’ Administration and placed in the record 
(pp. 257-271) of hearings held by the Senate Committee on Labor and Publi: 
Welfare, Subcommittee on Veterans’ Affairs, on the veterans’ hospital program, 
February 6, 1948. 

* * * After adoption of a general program designating tentative distribution of 
the authorized beds by type and general geographic location, studies are made by 
the Veterans’ Administration * * * to determine specific locations for the addi- 
tional beds. On the basis of these studies the Veterans’ Administration sub- 
mits to * * * the President for approval recommendations for construction of 
new hospitals or additions at existing Veterans’ Administration hospitals. Th: 
Veterans’ Administration later submits * * * for Presidential approval the spe- 
cific sites selected for the new hospitals. Following this action, there is included 
under a separate heading in acts making appropriations for the Veterans’ Adminis- 
traion, sufficient funds for providing the anticipated number of beds that should 
be added to existing facilities, for the building of new units, or for major items of 
alteration, renovation, and replacement * * * 

It is the announced policy of the Veterans’ Administration * * *, when select- 
ing sites for the location of new hospitals for use by the Veterans’ Administration 
to give consideration to the prospective number of veterans to be served in the 
particular area and to select sites as near as practicable to the rsidence center of 
such veteran group. The most important accepted factor, however, in the loca- 
tion of hospitals is that they be near recognized medical centers where the Vet- 
erans’ Administration may have immediately available as consultants the services 
of outstanding specialists and members of university teaching staffs. In such 
medical centers it is also possible to secure the services of highly qualified resident 
physicians as full-time members of Veterans’ Administration hospital staffs who 
are attracted to the service in order that they may simultaneously be trained as 
specialists in their chosen fields under the tutelage of nationally recognized ex- 
perts. Only in this manner does the Veterans’ Administration feel that it can apply 
the techniques and knowledge of modern, progressive medicine which will insur 
to veterans a quality of care and treatment second to none, and thus be able t 
attract and recruit an adequate number of highly qualified physicians, dentists, 
nurses, and other personnel for the operation of its hospitals. This does not mean, 
however, that medical centers will be selected to the exclusion of other areas 
Locations other than metropolitan areas may be utilized for cases that are | 
difficult of diagnosis or do not require specialized treatment that can be obtained 
onlv at the larger centers. These will necessarily be smaller units, staffed by 
Veterans’ Administration doctors, assisted by local medical talent wherever 
poss‘ble. The great bulk of the highly specialized medical work, however, will 
be concentrated in the medical centers just described. 

In a report submitted to the Committee on Labor and Public Welfare under 
date of Mav 27, 1947, dealing with various legislative proposals concerned wit! 
the selection of sites and the construction of hospitals for the care of former 
mem! ers of the Armed Forces, the Veterans’ Administration stated: 

“In view of the well-esta' lished policy governing the selection and construction 
of hospitals and the manner of appropriating funds for this purpose, enactiment 
of legislation covering particular localities appears not only unnecessary but 
undesirable.” 

VETERANS’ ADMINISTRATION, 
Orrice or Cnuier Mepicat Drrector, 
DEPARTMENT OF MEDICINE AND SURCERY, 
Washington 25, D. C., December 29, 1959. 
Hon. Jori T. Brora, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Broyariu: The original construction and expansion program of 
Veterans’ Administration authorized a 750-bed hospital in or near the Washinzto! 
area. This authorization was approved by the President on October 16, |‘, 
under Resolution No. 190 of the Federal Board of Hospitalization. 
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After an inspection of approximately 75 available sites, it was determined | 
the Soldiers Home site located off of Michigan Avenue would be the most des.ra 
for the location of the proposed hospita!. 
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At the present time, the Veterans’ Administration is operating the Mt. Alto 
Hospital on Wisconsin Avenue. This facility was originally leased on June 15, 
1919, by the Public Health Service from the National School of Domestic Arts 
and Sciences. By means of conversion and new construction the Veterans Ad- 
ministration has established an authorized bed capacity of 335 for veterans utiliza- 
ti in. These beds have been obtained at the expense of serious overcrowding and 
very inferior physical facilities. The rather obsolete buildings were so designed as 
+) make the operational aspect of this hospital most cumbersome. At this time, 
due to the age of the buildings the hospital is definitely a maintenance problem 
with an ever-increasing operating cost. In addition, a major fire at this hospital 
could very well result in a catastrophe. 

Tre above facts, together with the increased demand for beds in this area defi- 
nitely indieates the need for a modern, as well as a larger capacity G. M. & 8 
hosrital near the Washington area to provide adequate care and treatment for the 
veterans in Virginia, Marviand, and the District of Columbia. 

In the original contractual Presidential authorization on August 2, 1946, the 
then proposed 750-bed G. M. & 8. hospital, excluding the regional office medical 
outpatient facilities, was approved for $11,863,800. However, between this 
first approval and the present time there have been new requirements brought 
into the picture. These requirements in the main include comp'ete air condition- 
ing, a bui'ding for the Washington regional office medical clinics, and a bomb- 
resistant bui'ding to meet the requirements of civil defense. As you can appreci- 
ate these additional factors have materia'ly changed the overall picture and have 
increased the cost over the original Presidential approval. At this time to 
construct a 750-bed hospital it is estimated that an expenditure of approximately 
$25 milion will be required. The above cost figure does not reflect the cost of 
the site location which has been acquired. With respect to the Washington 
regional office, you are no doubt aware that we are occupying space at the corner 
of 19th and H Streets NW. This is a bui'ding leased by the Government which at 
the present time General Services Administration is endeavoring to vacate in 
accordance with the Administration’s policy to reduce leased space. 

The site at the Soldiers’ Home is an ideal one for a hospital location. It is 
centra'ly located on a main road system and transportation facilities are im- 
mediate'y available. It is a'so close to the Medical Center of Washington 


which will assure the department of medicine and surgery the maximum oppor- 
tunity for collaboration, consultation and professiona! assistance from the local 
medica! profession. 

Very truly yours, 


J. T. Boong, 
Vice Admiral (M. C.) United States Navy, Retired, Chief Medical Director 

Mr. Broyuru. In brief, we find that in surveying the entire vet- 
erans’ hospitals that the District of Columbia is the only section of 
the country, other than Cleveland, Ohio, which has been authorized a 
veterans’ hospital and for which funds have not been appropriated. 

A 750-bed hospital was authorized back in 1946, based on the 
number of veterans that were here at that time. That was 9 vea's 
ago, but we have yet to receive an appropriation for it. All other 
hospitals that have been authorized throughout the country have 
received appropriations and are either constructed or are under con- 
struction. 

I feel, in all due respect to the Congress, that maybe one of the 
reasons Why we have not received appropriations for hospital in the 
District of Columbia is caused by lack of political influence, the 
District having no representation, and the Members from the sur- 
rounding areas have their own State problems to consider; so it just 
seems to me that the District of Columbia has been somewhat of a 
et and has not had the congressional support that it should 
lave had. 

That was 9 years ago. Today the figures will show that the number 
i Veterans per bed in the District of Columbia is higher than prac- 
tically any other State. That is using the figures for the District of 
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Columbia itself, and the latest I have, which is for 1949, shows 409 
veterans per bed, whereas for the country as a whole in 1949, it was 
178 veterans per bed, and you can see from that the ratio in compari- 
son with the country as a whole. 

I do not have the exact figures showing the population of veterans 
in the District of Columbia as of now, but in reality the hospitals in 
the District of Columbia serve the metropolitan area, which is approxi- 
mately 1,800,000 people today. The District of Columbia has a popv- 
lation of 800,000, but metropolitan Washington area has a population 
of 1,800,000; that is, better than twice the size of the District of 
Columbia. I do not think there are any figures available of veterans 
per bed in the metropolitan area as such. It is governed by the 
geographical boundaries, I believe, and yet we know, for all practical 
purposes, this is a city, an area, of 1,800,000, and I think this figure 
will show the number of veterans in this area, and considering this 
entire area, will show that we are away behind the other areas of the 
country so far as veteran numbers per bed are concerned. 

Mr. Bouanp. Even considering the District of Columbia at the 
present time? 

Mr. Broyuitu. Yes. But this will not show the metropolitan area, 
because I think in every instance they use the geographical area, 
But we know from the realistic standpoint, that we have got to look 
at this from the standpoint of the metropolitan area. 

Now here is something that came up recently in my discussions with 
the Veterans’ Administration, and, incidentally, they requested funds 
from the Bureau of the Budget for this hospital this year, of $15.8 
million for a 500-bed hospital. I do not know whether that is some- 
thing that I should say for the record or not. What is the proper 
procedure on that? 

Mr. Botanp. I think since the request was made, it is good to have 
it in the record. : 

Mr. Broyuitu. They did request that of the Bureau of the Budget. 

The question was brought up last year about the cost. I asked for 
$16 million last year, and $15.8 million this year for a 500-bed hospital. 
The reason for that is that it is a great deal higher than the average 
cost for a 500-bed hospital. 

Mr. Botanp. What did the hospital in Chicago cost? That was 
something over $14 million, was it not? 

Mr. Broyuriu. I understand it was nearer $16 million. 

Mr. Puitures. Do you know if that included—if the land cost is 
included in yours? 

Mr. Broyuity. No; the land is in the present legislation. 

Mr. Puiturps. You are about on the same level; you are not far 
away from the Chicago hospital. 

Mr. Broyuitu. The land is available at the Soldiers’ Home and 
we have several other points available, 

Mr. Botanp. Why did you put in a request for as much as $15 
million? 

Mr. Broyuitu. The Veterans’ Administration has plans to use 
this hospital here as a National Research Center. I have here a list 
of the various things they intend to use it for. It is going to be 
more or less a central headquarters for various types of hospital 
research. Some of the things include research in radio isotope 
laboratories; nurses teaching facilities, nurses trairing, national- 
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training facilities for nurses; then, dietetic tests; audiological hearing 
tests and then they will have various teaching-training rooms. 

Jn other words, this is supposed to be a coordinated thing; that is, 
to coordinate the various things that are bieng done in hospitals 
throughout the country, 

There are other things, and I do not think it is so important, so far 
as putting them in the record is concerned, but training in administra- 
tion in hospital operation is to be done here in Washington at this 
hospital; they will have a medical reference laboratory, and various 
things of that sort. 

If this hospital is constructed, it will displace the present Mount 
Alto Hospital. They maintain that that hospital is completely 
obsolete; it is a way overcrowded and it was not constructed as a 
hospital at that site. I think it was a girls’ dormitory, and the plan 
is that when the new hospital is completed, they will dispose of the 
present Mount Alto Hospital, which is presently the only GM & 8 
hospital anywhere in the area. 

That is all I have to present except to remind one member of the 
committee who happened to be the chairman of the subcommittee 
last year, that in opposing this request for appropriation, that there 
was a good possibility of getting it next year, which happens to be 
this year; that there was a shortage of doctors last year, which 
would not be particularly applicable this year; and that it would 
displace a presently existing inadequate hospital. 

Mr. Botanp. You said Mount Alto Hospital. Where is that 
located? 

Mr. Broyuiuu. [t is out on Wisconsin Avenue. 

Mr. Botanp. How many beds are in that hospital? 

Mr. Broyuinu. 335. 

Mr. Putuurps. I have no questions, other than a very brief state- 
ment. This committee last year expressed a very real interest, and 
it was not just a formality; it was a very real interest, and I can assure 
you that we are still interested. We have taken these one by one, 
Cleveland, Ohio, is still in need of an NP hospital and you are not the 
only one; I think you are probably the only one that has been au- 
thorized, about which nothing has been done. I have an idea that the 
interest on the part of the committee last year is stronger this year 
than it was then. 

Now, let me ask you this question: You have not said anything 
about the location of the hospital. That question has come into the 
picture since last year, largely through the authority of the Civil De- 
fense Administration, and I think it might be well if you would give 
a little study to what would be the most desirable location for the 
hospital. You might be saving time in the future, because when they 
actually talk about a building, then will come the question of where it 
is to be located. 

Mr. Broyniuy. Yes. 

Mr. Paiturps. And I do not think we are going to build many more 
hospitals in the heart of a strategic area. For instance, California 
had its San Francisco hospital changed after the plans were drawn 
and no hospital may be put within a 50-mile radius of a city which 
happens to be a target area. And I think here you might help the 
matter if you will give a little study to that. 
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Mr. Broyniy. I have done that, Mr. Phillips. I avoided bringing 
it up purposely. I realize that the present site which has been au. 
thorized at the Soldiers’ Home may not be considered desirable, dy 
to the defense target picture. 

However, this being a metropolitan area here, and the people iy 
the suburban areas being affected just as much as the people in the 
District of Columbia. I did not want to run head-on into a con. 
troversy as to the location, Maryland versus Virginia, which might 
jeopardize the possibility of obtaining the funds, and to actually get 
the job done. I think we can fight that out after we have received 
the funds. We have 2 or 3 locations in Virginia, which I think is the 
most desirable, but, of course, from the standpoint of, perhaps, 
personal prejudice, we have got to look at it—and my prejudice 
happens to be Virginia, but there might be a fight against location in 
Virginia and there is a practical political aspect. I did not feel that 
we ought to get into an argument over the location which would 
jeopardize getting the hospital constructed. 

Mr. Boutanp. You said, Mr. Broyhill, that the hospital had been 
authorized some 9 years ago. What was the original authorization? 

Mr. Broyuity. For 750 beds. However, this is a 500-bed hos- 
pital, I might say; 35 of the 500 would be for tuberculosis; and 125 for 
psychiatric cases. 

Mr. Bouanp. Thank you. 


THurspay, Marcu 10, 1955 
’ ’ 


VETERANS’ ADMINISTRATION 


WITNESS 


HON. JOHN B. BENNETT, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MICHIGAN 


Mr. Tuomas. We have with us our colleague, Mr. Bennett of 
Michigan, who would like to make a statement to the committee. 

Mr. Bennett, you may proceed. 

Mr. Benner. Mr. Chairman, a task force of the Hoover Commis- 
sion recently recommended that 19 Veterans’ Administration hos- 
pitals be closed, including the one at Iron Mountain, Mich., in my 
Congressional District. 

The Hoover Commission task force made its recommendations that 
these hospitals be closed because their continued operation is uneco- 
nomic and ineffective. 

In my opinion, this is the most unrealistic approach to a very 
important program. From a purely dollars and cents viewpoint, 
most veterans’ hospitals could be regarded as uneconomic. ‘The 
primary object of veterans’ hospitals is not economics in any se nse 
of the word. Rather its chief purpose is to provide adequate medical 
care and hospitalization for sick and disabled veterans. It is true 
that this function should be carried out as. economically as possible, 
having in mind all of the factors involved. ’ 

In the case of the hospital at Iron Mountain, Mich., the facility 
was constructed to serve all of the veterans of the northern peninsula 
of Michigan and a substantial part of northern Wisconsin. The 
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hospital is new and has only been in operation for several years. 
Prior to its construction veterans from northern Michigan and parts 
of northern Wisconsin had to travel from 300 to 500 miles to reach 
the nearest veterans’ facility. Traveling this great distance created 
undue hardships on all of the veterans of this area and it was this 
particular factor, more than anything else, that caused the Veterans’ 
Administration to construct the facility. Its bed utilization since con- 
struction and operation is slightly below the national average but 
sufficiently high to warrant its continuance. One floor of the facility 
is equipped for NP patients but it has never been utilized for this 
purpose. Full utilization of all available beds could be made either 
for tubercular or NP patients. There is considerable need for both 
types of care in this area. I desire to strenuously protest the recom- 
mendations of the Hoover Commission task force insofar as the Lron 
\fountain facility is concerned and I trust that your committee will 
recommend adequate funds for the continued operation and mainte- 
nance of this hospital. 

Mr. Tuomas. Thank you, Mr. Bennett, for such a good statement. 


Tuurspay, Marcu 10, 1955. 


VETERANS’ ADMINISTRATION 


WITNESSES 


RUDOLPH H. FRIEDRICH, M. D., CHICAGO, 'SECRETARY, COUNCIL 
ON DENTAL HEALTH, AMERICAN DENTAL ASSOCIATION 
BERNARD J. CONWAY, SECRETARY, COUNSEL ON LEGISLATION 


Mr. Evins. Gentlemen, we have with us Dr. Rudolph H. Friedrich, 
secretary of the council on dental health of the American Dental 
Association. We would be glad to hear from you at this time, 
Doctor. 

Dr. Frrepricn. Thank you, Mr. Chairman. We have a statement 
to submit for the record, but in order to save the time of the com- 
mittee, | thought we would summarize it without reference to the 
statement. 

We are here to request that the budget for the hometown and VA 
clinie programs for dental treatment be maintained at the level for 
the expected workload, the predicted workload in the budget. 

The proposed funds for this program we deem adequate, with the 
stipulation that the rider limitations presently in effect must be 
continued if the program is to remain sound and feasible. The two 
situations in the rider in which we are particularly interested are 
service-connected requirements for treatment; that is, the disease 
lor which treatment is provided must have occurred during service; 
and the 1-year limitation on the application for that service, except 
for compensable and adjunct service-connected dental treatment. 

There are some compensatory cases which are definitely dental 
cases where the veteran, for example, suffered a traumatic injury for 
which compensation is provided for a dental problem; and there are 
some cases where adjunct dental service is necessary for the treatment 
of a service-connected systemic medical problem. 
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We are testifying this morning also on H. R. 4481 before the Vet. 
erans’ Affairs Committee, which bill would nullify the effect of the 
rider and would revert the entire program back to what we consider 
the impossible period under the continuing treatment philosophy. 
That continuing treatment, we believe, would be impossible to ad. 
minister or impossible of accomplishment; and we feel that the records 
of the veterans in applying for service furnish proof of the fact that 
it is not an essential part of the program, because so few of the 2 
million veterans who were originally entitled to treatment under that 
program apply for it. It does not seem reasonable to us, further. 
more, that the Federal Government must assume the responsibility 
for spaces in the mouth as well as the disease of the teeth themselves, 

If you hark back to the situation before the rider was put on the 
appropriation act, the older veterans who were coming in repeatedly 
for further treatment blocked out the younger veterans. That is 
particularly true of the Korean situation, where a young veteran 
coming out found he had just become a part of a backlog of those 
who required treatment, while the people who were coming in for 
repeat episodes of treatments had priority. Where the original clain 
was based upon a cavity in one tooth, and that tooth was filled, it 
forever became the responsrbility of the Government. Then the tooth 
became redecayed, not as a result of the treatment, but as a result of 
the veterans own neglect. When the tooth was taken out, there 
would be a space remaining as the responsibility of the Government, 
and the restoration required the interference with other teeth, which, 
by extension, became the Government’s responsibility 

The thing had spread to the point where in many, too many, cases 
I have seen records of, in the Veterans’ Administration, one tooth 
over the years became a single denture and on up to a full denture 
under this philosophy of continuing responsibility of the Government. 

Under the old philosophy of continued treatment, continued 
episodes of treatment, the Congress found itself unwilling to provide 
enough money to support the program. 

Mr. Puriures. Nor enough dentists to do it? 

Dr. Friepricu. Not enough dentists, nor enough money. So it 
was just an impossible situation. 

At the last session of Congress, Mr. Frelinghuysen attempted to 
make substantive legislation out of the rider; it passed the House 
but failed to pass in the last days of the Senate. We felt at that 
time that Mr. Frelinghuysen’s bill would be the answer to it; It 
would have provided a program that could be carried out by the 
Veterans’ Administration, in such a way that it would cover the 
field that we feel is the obligation of the Government. 

Rather than to go into any extension of this program, as it presently 
exists, we feel if there is more money to be expended for dental services 
on veterans, it belongs in the hospitals where there is a terrific load of 
chronic illness, whether it be the mental or other forms of chronie 
diseases, for which the Government has made itself the responsible 
agent. 

"We believe that dental treatment in the neuropsychiatric hospitals, 
and other chronic-illness hospitals, has become a definite part of the 
complete health treatment program. 

We are definitely interested in the veterans but we are primarily 
interested in the veterans who must rely on the Government for healt! 
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care. The association desires a program that would really accomplish 
its mission, which would give a boy a start on his dental-health pro- 
gram, immediately when he comes out of the service, and then places 
the maintenance of that responsibility back onto him; we think that 
is sound and we should like to see it continued. 

Mr. Putuurps. Dr. Friedrich, do you recall offhand what the back- 
log had reached in numbers in patients before that rider went into 
effect? It was an incredible number. 

Dr. Frrepricn. It was. I do not have the figure in mind. 

Mr. Puriuturps. You were not even biting around the edges? 

Dr. Frrepricu. No. 

Mr. Puriurrs. I do not find it in the record of last year. 

Dr. Frrepricu. We would like to see the real benefit provided for 
the people who should receive the treatment. 

I think the backlog has been cut down rather rapidly. It was in- 
creasing back in the previous days, but they have brought the pro- 
gram practically on a current basis, I believe now. 

Mr. VursE.u. I am in complete agreement with the idea expressed 
with reference to the two subjects which have been covered in your 
testimony. ; 

Dr. Frrepricn. Thank you. 

Mr. Puruips. Mr. Chairman, this may be the figures that I was 
looking for. The backlog at the end of fiscal year 1952 had reached 
88,000. It had fallen at the end of fiscal year 1953 on an estimated 
basis, to about 60,000; then it had built up again, was building up very 
rapidly, and had reached 89,000; and I think it was much more than 
that myself. It seems to me I recall a figure of twice or three times 
that much. 

Dr. Friepricn. I think the figure was around 150,000. 

Mr. Puriurps. Yes. 

Dr. Frrepricu. The rider reduced the backlog to a normal situation. 

Mr. Puruures. In general, the rider met those cases which, in effect, 
had no relation to the war, and yet if we had assumed the obligation 
on and on and on, we would not have been able to provide the dentists 
nor the money. 

Dr. Frrepricu. That is right; it was just an impossible program. 

Mr. Evins. It is your feeling, Dr. Friedrich, that the veteran, after 
he is discharged, should be given dental care for 1 year thereafter? 

Dr. Friepricu. No. 

Mr. Evins. Or 2 years? 

Dr. Friepricu. It is our feeling that the veterans should be 
allowed a year after discharge to apply for treatment. Once his 
application has been received, then it is not his responsibility to see 
that the application is processed; because there are certain adminis- 
trative obstacles to providing treatment for him after he has applied. 

Mr. Evins. He would be allowed a year to apply? 

Dr. Frrepricn. Yes. 

Mr. Evins. That is 1 year after discharge? 

Dr. Frrepricu. Yes. And all treatments will be accomplished 
for conditions that are service-connected. 

Mr. Evins. Within the 1 year? 

Dr. Friepricn. No. 

Mr. Puriurrs. There is no limitation? 
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Dr. Friepricu. No limitation, except if the Veterans’ Administrs. 
tion finds itself unable to deliver treatment within the specified 
time—— 

Mr. Conway. The treatment should be confined to one episode. 
Once that episode of treatment is completed the veteran is no longer 
entitled to further dental care. That is the system that is now being 
operated. 

Mr. Puiuurps. The idea of the rider was that the veteran who had 
any direct service-connected dental trouble, there was no limitation 
of any kind? 

Dr. Friepricn. That is right. 

Mr. Puiuuirs. If he had a dental condition of another kind, which 
affected a service-connected injury, that would be taken care of 
indefinitely? But the man who had no service connection of any 
kind would be entitled, in 1 year, to make application? 

I think it was Mr. Teague’s amendment, was it not, that resulted 
in this legislation? He came before the committee, and presented 
the policy which is represented in that legislation, as I recall. 

Mr. Conway. We testified before the Veterans’ Committee before 
the appropriation rider was instituted, and I think our testimony 
spelled out in actual detail just what the problem was. The thought 
was that if we could get substantive legislation passed, that would 
accomplish the purpose. 

Mr. Evins. What is the view of your association with respect to the 
contract dental program? Would you confine dental care to hos 
pitals, or would you permit the veteran to contract with his own 
private dentists? 

Dr. Friepricu. The outpatient program for most veterans applying 
for dental treatment is confined to one episode of treatment subsequen! 
to discharge. That has been taken care of largely in the private 
offices, and we think that it should be maintained. We feel that if the 
veteran chooses to use the direct services of the VA he should have 
access to the regional office veterans’ clinic. 

Mr. Evins. It is my understanding that dentists generally favor 
the VA dental-contract program of having the veterans come t 
their office, in their home town, for treatment, rather than being 
directed to take treatment in dental clinics in VA hospitals. 

Dr. Friepricn. That is right. However, the veteran may choos 
to use the Veterans’ Administration clinic if it is available to him. 

Mr. Evins. We thank you very much, gentlemen. 

(The statement of the American Dental Association above referred 
to follows:) 


STATEMENT OF THE AMERICAN DENTAL ASSOCIATION 


Mr. Chairman and gentlemen of the committee; Iam Dr. Rudolph H. Friedrie 
of Chicago, Ill, secretary of the council on dental health of the American Dental 
Association. I am here today as a prepresntative of the American Dental As‘ 
ciation to present the views of the association with respect to the appropriations 
for the outpatient dental care program administered by the Veterans’ Admit- 
istration. With me is Mr. Bernard Conway of Chicago, IIl., secretary of the 
council on legilsation, who will assist me in answering any qeustions you might 
have in regard to my remarks. 

As you know, the American Dental Association is the official organization af 
American dentistry, including within its membership over 85 percent of te 
dentists in active practice today. The association is vitally concerned with ths 
appropriation as it contains funds to support the outpatient dental program adm! 
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istered by the Veterans’ Administration as well as provisions governing the ex- 
penditures of these funds, 

The budget for fiscal year 1956 (p. 159) recommends $11,500,000 be allocated 
in fiscal 1956 to the fee basis dental care program—sometimes referred to as the 
hometown dental program—administered by the Veterans’ Administration through 
which qualified beneficiaries are provided with dental treatment in their home 
locality by their private dentists. This recommended appropriation is condi- 
tioned by a provision which provides, with certain exceptions, that none of the 
funds shall be made available for treatment unless the dental defect was in 
existence at the time of the veteran’s discharge and unless application for treatment 
is made within 1 year of his discharge. These provisions, however, have no 
application to a veteran whose dental defect is compensable in degree or is held 
to be aggravating some other service incurred or service aggravated injury or 
disease. Nor do these provisions apply to Spanish-American War veterans whose 
dental defects are conclusively presumed to be service connected. 

The American Dental Association supports the recommended appropriation 
for the outpatient dental program provided that the limitations governing its 
expenditure are retained. The amount recommended for fiscal 1956 is $300,000 
more than the estimated expenditure for the present fiscal vear, and $11,482,637 
less than that expended in fiscal 1954 on this program. The reduction over 
fiscal 1954 is in large measure a result of the provisions attached to this bill 
limiting the period in which a veteran may qualify for treatment and of the new 
regulations issued by the Veterans’ Administration governing the administration 
of dental care under the program. Without these limiting provisions and the 
new VA regulations, the cost of this program would approach some 25 or more 
millions of dollars. 

As indicated in the budget (p. 160) the recommended appropriation will provide 
veterans with 31,000 examinations and 98,000 treatments. This represents an 
increase of 4,000 treatments and a decrease of 12,000 examinations over the 
present fiscal year. In addition the Veterans’ Administration estimates that it 
will accomplish in its own facilities and by use of separate funds some 95,000 
examinations and 35,000 treatments. On the basis of our continuing examination 
and knowledge of this program, we are convinced that the recommended appro- 
priations of $11,500,000 is fully justified so long as the limiting provisions on its 
expenditure are retained. 

Last vear this committee reported the appropriation bill for fiscal 1955 to the 
House of Representatives with tne limiting provisions. However, the House 
removed them from the bill prior to passage. The Senate, in its consideration 
: the bill, replaced them in the bill, which action was later confirmed by the 

ouse. 

‘lhe association regrets the necessity which requires the inclusion of such pro- 
visions in this bill since we believe, as I’m sure this committee believes, that such 
provisions should be enacted as permanent legislation. The American Dental 
Association has diligently supported such legislation by actively seeking the en- 
actment of the proposal sponsored by Mr. Frelinghuysen. If enacted, that legis- 
lation would relieve this committee of considering this provision year after year. 
However, until such legislation is enacted by the Congress, it is imperative that 
these provisions be continued in this bill. 

That such a proposal will be enacted this year is somewhat doubtful. An 
indication of this is the fact that we are to testify today before a subcommittee 
of the Committee on Veterans’ Affairs in opposition to a proposal introduced by 
the chairman of that subcommittee, Mr. Long, which, if enacted, would provide 
for continuing dental treatment of all veterans should they apply before the end 
of this vear, and after that date continuing treatment to those who apply within 
astated period after their discharge. 

I’m sure this committee is fully aware of the potential cost of the outpatient 
dental program should it revert back to the conditions that prevailed prior to the 
enactment of the provisions attached to this bill and the issuance of the new 
regulations by the Veterans’ Administration in support of these provisions. An 
appropriation of twice the amount recommended this year would be a very con- 
Servative estimate indeed and would be considered inadequate by some. This 
would be so notwithstanding the President’s recent directive on veteran benefits 
as the persons affected by this bill are in fact wartime veterans, and once their 
eligibility is reestablished it would not be limited by the President’s order 

_I think it would be valuable to examine for a moment the effect of these pro- 
Visions and of the new regulations of the VA on the operation of the hometown 
dental program. Except for those having dental defects compensable in degree 
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or held to be aggravating another service-incurred disability, a veteran to be 
eligible for dental treatment must apply for such treatment within 1 year of his 
discharge. In addition, the dental condition for which treatment is requested 
must be shown to have been in existence at the time of his discharge. Without 
those sound limitations, most veterans would be eligible for treatment of dental 
conditions that have little relation to the condition that originally occurred in 
service which established their entitlement. Where once a simple service-con- 
nected cavity might have existed, dental treatment far more complex and costly 
than a simple filling would probably be required owing to the individual’s neglect 
as shown by his failure to apply in timely fashion for the treatment authorized 
by the Congress. 

We must remember that each veteran under these provisions is eligible for 
dental treatment of his service-connected dental conditions if he applies for such 
treatment within a year of his discharge. Should he fail to avail himself of this 
benefit within this period, and, thus, by his own neglect aggravates his original 
dental condition, we believe that he has no valid claim on his Government to 
supply him with dental eare. 

‘Lhe Veterans’ Acministration has issued, in support of these provisions in this 
bill, Circular 22 of August 1954. This circular in effect did away with the pro- 
fessionally unsound tooth entity theory whereby the Government undertook to 
support forever the tooth space in which a single service-connected cavity ap- 
peared. This concept required that the Government support for the veteran’s 
life all teeth related by treatment to the original tooth space, even to the extent 
of provicing a full denture to the veteran in his later years. Circular No, 22 
initiated a professionally sound dental program wherein a veteran is afforded com- 
plete treatment of his service-incurred dental conditions after which his eligibility 
ceases. I say professionally sound for the reason that after a cavity or other 
dental condition is treated by a filling or other dental procedure, there is nothing 
more that modern dental science can do for that condition, Should that same 
tooth cevelop another cavity there is usually no scientific relation to the service- 
connected cavity that had been properly treated in the first instance, and there- 
fore no valid basis on which the Government should be obligated to extend further 
treatment. 

This regulation of the Veterans’ Administration is part of the foundation upon 
which a sound dental program has been erected. The other part of the foundation 
is the provision of this bill limiting the period in which a veteran can apply for 
dental treatment. If the time limitations in this bill are removed, it might well 
destroy the administrative regulations which offer the veteran a sound dental 
program and the taxpayer an economical program of veteran dental benefits. 

Since these provisions were first made a part of the appropriations bill each 
veteran, no matter how long out of service, has had notice that he must apply for 
dental treatment prior to December 31, 1954, or waive his entitlement unless, of 
course, he was discharged within a year of the date he makes application. As this 
cutoff date has now passed, only those currently coming out of service are eligible 
for dental treatment. Those going into service at this time will, upon their dis 
charge, be eligible for treatment for service-connected injuries compensable in 
degree in line with the President’s directive. 

As all veterans have had more than adequate notice of the effect of these provi- 
sions upon their entitlement for dental care through their own organizations, the 
Veterans’ Administration and the newspapers, we feel they have been treated 
fairly by the Congress. With the cutoff date passed, we may now look forward to 
a professionally sound and economical dental program that entitles the veteran 
to a full measure of dental treatment. The American Dental Association strongly 
recommends to this committee that it give its full support to this appropriation 
and the provisions limiting it’s expenditures. We, in turn, shall continue to sup- 
port the enactment of permanent legislation in this field. 

In behalf of the American Dental Association, I wish to thank this committee 
for the opportunity to appear and present the association’s viewpoints on this 
important legislation. 





Tuurspay, Marcu 10, 1955. 


FepERAL Crvit DEFENSE ADMINISTRATION AND LOCOMOTIVE 
INSPECTION AND RAILROAD SAFETY 


WITNESSES 


GEORGE D. RILEY, MEMBER, NATIONAL LEGISLATIVE COMMITTEE 
A. F. OF L. 

A. M. LAMPLEY, VICE PRESIDENT, NATIONAL LEGISLATIVE REPRE- 
SENTATIVE, BROTHERHOOD OF LOCOMOTIVE FIREMEN AND 
ENGINEMEN 

MAYWOOD BOGGS, REPRESENTING RAILWAY EMPLOYEES 


Mr. Evins. Gentlemen, we are pleased to have before us Mr. George 
D. Riley of the American Federation of Labor, Mr. A. M. Lampley, 
vice president, national legislative representative of the Brotherhood 
of Locomotive Firemen and Enginemen, and Mr. Boggs of the 
Railway Employees. 

We are glad to welcome you gentlemen and will be pleased to hear 
your testimony. 

Mr. Riley, will you proceed? 

Mr. Ritey. Mr. Chairman and members of the committee, there 
are two things that I want to bring to the attention of the subcom- 
mittee. 

Mr. Evins. Do you want to testify with respect to the appropria- 
tion for civil defense and also for locomotive inspection under the 
Interstate Commerce Commission? 

Mr. Ritey. Yes. 

Mr. Evins. Do you have a prepared statement? 

Mr. Ritey. There is a prepared statement, Mr. Chairman, but I 
do not want to take the time of the committee, particularly with 
reference to civil defense. It speaks for itself. 

(The statement referred to follows:) 


With the steady increase in estimated expanse of devastation from various 
type of bombs and anticipated numbers of casualties being reported almost 
every week, the American Federation of Labor frankly is even more concerned 
over how well we are being prepared against the visualized national disasters 
with the first blast. 

The Appropriations Committee has been sp'endid for several years in giving 
the A. F. of L. an audience on this extreme!y vital subject. We know that the 
cost of defense through the Armed Forces of some 50 billion annually runs out 
to about $200 per individual. We hope the Federal Government will provide 
the full coordination on the civil defense side in full recognition of the first sentence 
rhe text of the Constitution which would “provide for the common defense, 
etc.” 

We say this wholly in a constructive way. Frankly, we are confused over the 
recurring announcements which now have climaxed in the forecast that an area 
the size of New Jersey will ke affected by a single bomb and that the greatest 
intensity will be felt for a radius equal to the distance from this Capitol to 
Arlington, Va. . 

I think it is generally realized that the members of the American Federation of 
Labor have far more than an ordinary stake in civil defense. Aside from the 
primary interest in survival, we are the ones with the know-how in maintaining 
the avenues of communications and transport, fuel, water, sanitation and all the 
facilities which must be established and reestablished come what may, as well 
as the building and the rebuilding whenever and wherever. 
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The plan to establish a rotating program for medical supplies in cooperation 
with Foreign Operations Administration on items which can deteriorate has our 
whole-hearted support, as does the following program: 

1. Civil-defense planning 

2. Research 

3. Civil-defense educational services 
4. Operations control services 

5. Technical advisory services 

Naturally, we want to see enough available to open and maintain a sufficient 
number of field and regional offices for executive direction and general adminis- 
tration. It is interesting to note that in the above first two, an increase has been 
included for 1956 but, in line with the Administrator’s statements in the past, 
he will economize wherever possible and that for general administrative purposes, 
the 1956 funds are less than estimated for 1955. 

The overall GS rating for the agency is estimated at GS—9.1 as contrasted 
with GS-9.2 for fiscal year 1955, while the estimated personnel strength is 728 
as against 809. We commend the increase of $1,600,000 for operations and per- 
sonnel services as a modest increase. 

Last year’s appropriation for Federal contributions of 12 million now would 
go to 12.4. Knowing how the equipment obtainable under this program can he 
used in the immediate communities, this item should have special interest. We 
regard this figure as rock bottom. We are especially pleased to note the increase 
for emergency supplies and equipment from 26 million to 35.3 million. 

We are interested in seeing created the proposed Joint Committee in Congress 
on Civil Defense and regard this plan as sound even as there is a Joint Committee 
on Atomic Energy. This will be an important forward step in settling what now 
appears to be considerable confusion where the civilian population actually stands 
in event of war. 

We further have a question whether the budget now is large enough in view of 
the recently disclosed fallout and evacuation philosophy for civilians. In connec- 
tion with evacuation, I definitely see the value in projects leading to a national 
network of new highways; and, for this and other reasons, have supported the 
legislation before the legislative committee. If there is to be evacuation, and this 
is now the announced first step in emergencies, certainly highways will be of the 
essence. 

In the last several years, we have felt that on the part of the administration 
there has been more lipservice paid to the vital cause of civil defense than actual 
serious attention. In this connection, it appears to us that exiling the civil 
defense central office from Washington to Battle Creek has created a distinct 
disadvantage. Surely if the Department of Defense must remain in Washington, 
its civilian counterpart should remain here, inasmuch as the cost of travel and 
communications must have increased as a result of having to make the move. 

This year, delegation of authority by civil defense to other Government agencies 
will necessitate the latter coming to your committee for appropriations. The 
Department of Labor, the Public Health Service, and other branches have been 
delegated important functions including educational features. 

These we heartily endorse and hope your own subcommittee will be as generous 
as possible in recognizing their functions as essential. 

We have been interested in civil defense since its inception. Our interest 
increased about a year ago when the FCDA formed a labor advisory committee 
to consult on the part organized labor would play in civil defense. The idea has 
been taken up on the floor of our national conventions, and we have resolved to 
do all we can to assist the civil-defense program at the National, State, and local 
levels. 

Therefore, we feel it is appropriate that we appear here in support of civil- 
defense appropriations. As you know, the majority of our members are concen- 
trated in our great industrial centers. They are, therefore, most liable to attack 
by enemy planes in the event of another war. In addition to safeguarding the 
lives of our people, we are also interested in safeguarding America’s ability to 
produce the materials we need. You gentlemen realize the loss of years of 
experience that would occur if a shop filled with skilled journeymen were suddenly 
destroyed. Think of the years it would take to train new people. With a skilled 
mechanic would go, if you will, 20 years of know-how experience we would sorely 
need in time of war. 

Labor fully supports civil defense, not only at the organization level, but 8 
individuals. We and our families, in addition to our normal duties, have become 
members of civil defense in our home communities. We further believe that there 
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‘sa continuing threat to America, regardless of pending peace treaties, or periods 
of doubtful peace. As long as we need the military, civil defense will be a must. 
In the event of war, we must be prepared to minimize, to the greatest extent 
possible, the danger to our neople and our industries. We believe that our pro- 
duction capabilities, the skills that make them possible, and the welfare of our 
neople depend directly on an adequate civil defense. We expect you, who are 
our elected representatives, to suprly the leadership, national vision, and financial 
support necessarv to build up the Federal Civil Defense Administration to a point 
where it ean fulfill its responsibilities which you, the Congress, have assigned. 

As you ean see, it is not without reason that American labor has long taken the 
keenest interest in the development of an adequate civil-defense program. The 
H-bomb has sharpened that interest, and added a new element of grave concern. 
| think you will agree that our concern is justified. No one pretends today that 
our civil defense in being is adequate, or anywhere near adequate, to cope with 
the new dangers we now face as a people and a nation. 

[ ean speak with authority on the adequacy of civil defense because the Labor 
Advisory Committee of the Federal Civil Defense Administration has been active 
in its support for over 3 years, now. Our advisory committee is composed of 
5 members of the American Federation of Labor, 5 members from the Congress 
of Industrial Organizations, and 2 members from the railroad group. These rep- 
resentatives of 16 million members of organized labor have regularly taken part 
in eivil-defense planning on the National, State, and local level. They know what 
the Federal Civil Defense Administration has got to work with by way of money 
and manpower—and they know what the agency hasn’t got, which may be more 
important at this time. 

It takes much longer to train a skilled workman, gentlemen. In some cases, 
it takes years of exacting experience to turn out the kind of men this country 
needs to operate high-speed production machinery. A skilled workman cannot 
be replaced or trained with speed. If those men are lost, at a time when the 
country needs them most, we are not going to be able to fill their places in a 
matter of a few days, or a few months—and our defense production will suffer 
accordingly. Our labor members realize that this is the era of the calculated risk. 
There can be no assurance of complete safety for any individual, or any family, 
or any plant community anywhere. We recognize that risk, and we accept it, as 
all other Americans are ready to do in time of national peril. 

There are 16 million Americans in organized labor alone—almost all of them in 
critical target areas. And the atom can’t discriminate. It can’t tell a Congress- 
man from a carpenter, or a public official from a plasterer. 

In closing, may I repeat that labor generally is supporting civil defense not only 
through our organizations but as individuals. We do not believe that we can 
afford to wait until after a war starts to organize and plan for civil defense. We 
are giving our skill and our knowledge and our time to help make America strong 
now, both at home and abroad. 


Mr. Ritey. The committee has been very courteous over the last 
several years in permitting us to come and express our intense interest 
in the very important subject of civil defense. 

We have about five points that are set out in the statement that has 
heen presented that I would like to specifically call to your attention. 

Mr. Evins. Yes, you may proceed. 

Mr. Riney. These items are (1) civil defense planning; (2) research; 
5) civil defense educational services; (4) operations, control services, 
and, (5) technical advisory services. Those, we think, are the heart of 
every civil-defense activity. 

In addition to that, as you know, the last several days we have had 
this fallout that has been generally discussed. We do not claim to be 
experts in this field but we hope that the subcommittee in its delibera- 
lions will give a little time and more than second thought to that item, 
und perhaps it will comply with the request of Civil Defense for the 
item for fallout. 

We do want to express a further interest in the delegated duties by 
the Civil Defense Administration to the respective agencies of Public 
Health, Department of Labor, and elsewhere, where we have what we 
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think is a very important stake. Our men are the ones who have ty 
have the know-how on what has been done, to clean up the wreckage 
and establish lines of communication, the electric systems, power. 
water, sewerage and sanitation in ceneral, so whatever the situation 
is, vou can well see that we have a deep interest in this thing. 

We cannot attempt to pass on the appropriation, but we do want to 
say one more thing, and that is that we are vitally concerned about it, 
and we hope that you will see there is a sufficient amount of money 
made available. Now, especially since that agency has moved to 
Battle Creek, we suffered a loss there since they have taken an agency 
of that kind away from the heart of Government, and we imagine 
what it would be, just as we feel about the Department of Defense. 

We have to feel our way along in all these matters and we hope that 
the committee will be as generous at the present time as it has been 
in the past in this situation. 


LocoMOTIvVE INSPECTION AND RAILROAD SAFETY 


Then getting over to the other item, and this is sufficiently short, 
Mr. Chairman, that I would like to present it to you—-there have been 
attempts to combine the functions of locomotive inspection and rail- 
road safety in the Interstate Commerce Commission. The Americaa 
Federation of Labor joins its affiliated unions and the operating 
brotherhoods in opposing such move through appropriation. 

If there are merits to this plan, we believe that scheduled hearings 
before the basic committee will bring out all the facts pro and con. 

Nor can we believe that the best interests of safety to the traveling 
public will best be serviced by the plan which continues to crop up to 
bring about the combination of functions through appropriations. We 
ask, therefore, that this year there be no action in line with that taken 
Jast year in this committee lumping appropriations for locomotive 
inspection and railroad safety into one item. 

In the report last year on this point, the subcommittee did recognize 
these functions as most important. In this we certainly can agree, in 
fact too important to be combined into one item. We cannot join 
in the view that, to use the language in last year’s appropriation 
report— 
the inspection staff can be consolidated administratively and one inspector can 
examine for both types of activity at the same time. 

On paper, that kind of proposal may appear workable. But I can 
assure you that our men who know what is involved in today’s railroad 
equipment will never join in the claim that specialization of skills on 
keeping the railroads moving are such that they can be wrapped 
around most any situation to conform to what might appear to bea 
feasible idea. 

I might interpolate here with reference to the Senator’s remark that 
if we wanted a painter, certainly we would not call in a physicial, 
because the situation is not analogous. 

We cannot join in any plans which might lead in the slightest to 
diminishing the high degree of safety required for protection of 
human life. 

It is noteworthy that despite the phrasing of the committees 
report last year directing that ‘no reduction shall be made in the 
number of inspectors,’ the Interstate Commerce Commission, 
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believe you will find, took from the Bureau of Locomotive Inspection 
and the Bureau of Safety $7,600 to establish the Office of Director 
over the combined bureaus. That would amount to $15,200. 

I am sure you know that last year, the Senate struck out the 
House language and placed the two appropriations in their customary 
perspective. Our position is simply that we ask that this practice 
be continued, at least until such time as the Interstate and Foreign 
Commerce Committees deem such changeover to be wise and justified. 

In this regard, the Senate Appropriations Committee took the view 
“that the matter is being considered by the appropriate legislative 
committees of the Congress” and recommended that the following 
language be stricken: 

Railroad safety and locomotive inspection: For expenses necessary in the pe'= 


formance of functions relating to railroad inspection and safety, including not to 
exceed $290,000 for expenses of travel, $1,684,000. 


Instead, the Senate committee proposed and the Senate concurred 
that the following language be substituted: 


Railroad safety: For expenses necessary in performing functions authorized by 
law (45 U.S. C. 1-15, 17-21, 35-46, 61-64; 49 U. S. C. 26) to insure a maximum 
of safety in the operation of railroads, including authority to investigate, test 
experimentally, and report on the use and need of any appliances or systems in- 
tended to promote the safety of railway operations, including those pertaining to 
block-signal and train-control systems, as authorized by the joint resolution ap- 
proved June 30, 1906, and the Sundry Civil Act of May 27, 1908 (45 U.S. C. 
35-37), and to require carriers by railroad subject to the act to install automatic 
trainstop or train-control devices as prescribed by the Commission (49 U. 8. C. 
26), including the employment of inspectors and engineers, and including not to 
exceed $163,050 for expenses of travel, $974,500. 

Locomotive inspection: For expenses necessary in the enforcement of the act of 
February 17, 1911, entitled ‘‘An act to promote the safety of employees and 
travelers upon railroads by compelling common carriers engaged in interstate 
commerce to equip their locomotives with safe and suitable boilers and appur- 
tenances thereto,”’ as amended (45 U. 8S. C, 22-34), including not to exceed $112,- 
620 for expenses of travel, $709,500. 

I] believe we have made our case on this score. We ask that the 
practice of years be not overturned. 

And, further, Mr. Chairman, as the Interstate Commerce Com- 
mittee pointed out, these changes can only come about by law. 
And referring, further, to the proposal of increased travel pay which 
may well go through in this Congress, which will mean that the 
present 12 days which we think is the limit for inspection, and which 
should be at least 16 days for practical purposes, will be further 
reduced if the increased travel expense, which we think will come 
about, will have to come out of the money that you will appropriate 
in the first instance, and there is no elasticity in that for travel. 

rt 

lhat completes the remarks I have to make. 

7 . . 

Mr. Evins. Thank you, Mr. Riley for a very fine statement. 

Mr. Riney. Thank you. 

Mr. Evins. As I understand your testimony you are concerned 
with safety on two fronts. Safety both in peacetime and in wartime. 

Mr. Ritey. Yes. 

; ; ; aol 

Mr. Evins. You are concerned with adequate appropriation, as we 
all are, for civil defense, in case of emergency. 

Mr. Ritey. Yes. 

Mr. Evins. And you wish that the funds appropriated for loco- 
motive inspection be earmarked and used fully to that purpose and 
hot diverted to some other purpose? 


58616—55—pt. 2——56 
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Mr. Riuey. As for the present fiscal year, we feel that it has been an 
orderly process. 

Mr. Evins. Mr. Lampley, the committee will be very glad to hear 
you at this time. You are here, as I understand it, in the interest of 
supporting a separate appropriation for ‘Locomotive inspection,” and 
“Railroad safety” in the pending appropriation request for the Inter- 
state Commerce Commission. 

Mr. Lamptey. Yes. 

Mr. Evins. We will be very pleased to hear from you at this time. 
You may proceed, Mr. Lampley. 

Mr. Lamptey. Thank you, Mr. Chairman. 

Mr. Chairman, my name is A. M. Lampley. I am vice president 
national legislative representative of the Brotherhood of Locomotive 
Firemen and Enginemen, with offices at No. 10 Independence Avenue 
SW., Washington, D. C. 

I appear here to request this committee to make separate appro- 
priations for ‘‘Locomotive inspection,” and ‘‘Railroad safety’ in the 
1956 appropriation for the Interstate Commerce Commission, as has 
been done in the past. In fact, for the last 44 vears it has been the 
practice to appropriate separately for these two Bureaus. 

On page 128 of the 1956 budget you are asked to appropriate 
$709,500 for the enforcement of the Locomotive Inspection Act and 
$975,500 for the enforcement of other laws designed to bring about 
a high degree of railroad safety. After each of these items, the 
budget contains a note that thev want these sums transferred to 
“Salaries and expenses, Interstate Commerce Commission.”’ In other 
words, they want the above sums for the purposes stated, but they 
object to having them earmarked by making them definite appropria- 
tions for the objects specified. 

If the Commission will spend $709,500 for locomotive inspection 
and $975,500 for other railroad safety enforcement, there is no valid 
reason why they should object to the law specifying what this money is 
to be snent for. 

As the representative of some 100,000 men in engine service 
the men whose lives are most vitally affected when accidents and 
wrecks occur which kill and injure railroad men—we feel we have a 
very real interest in maintaining in a safe condition the locomotives 
and trains operated on American railroads. 

The departments in the Interstate Commerce Commission which 
are charged with locomotive inspection and railroad safety are small 
ones. If these two appropriations are dumped into a general appro- 
priation for ‘Salaries and expenses” in the ICC. we have reason to 
fear that the big bureaus will take away most of the money from the 
little bureaus; or, in the words of Holy Writ: 


To him that hath shall be given; to him that hath not shall be taken away even 
that which he hath. 


We have a very glaring example to cite to you as to why we do 
not desire to have the ICC permitted to use its own discretion in 
handling the money for locomitive inspection and railroad safety. 

Notwithstanding the fact that last year Congress appropriated 
$709,500 for locomotive inspection and $975,500 for railroad safety, 
the Commission, without any authority from Congress decided to 
set up a Director’s office over these 2 bureaus, including also the Bureau 
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of Service, and they took from the funds appropriated for locomotive 
inspection the sum of $7 ,600 and from the Bureau of Safety, $7,600 to 
set up this new office. 

| might add that this new office, so far, has merely provided more 
red tape in handling complaints. The complaints go to the new 
Director’s office, they are then sent to the locomotive inspection office, 
or the railroad safety office, where inspectors are assigned and investi- 
gations made. The report of the investigation comes back, a letter 
is written in the Office of the Bureau of Locomotive Inspection or 
that of the Bureau of Safety, and this letter is then sent up to the 
Director’s office, where it is signed. 

And for this useless red tape the Commission took a sum from each 
of the 2 bureaus involved—$7,600 each—sufficient to employ another 

inspector in each bureau. 

In other words, putting in this red tape instead of increasing safety 
on the railroads, decreased it to such an extent that one locomotive 
inspector and one safety inspector were sacrificed. 

Is it any wonder that we view with alarm giving the Commission 
more leeway in dishing out the money appropriated just as they 
might desire? 

If they will take this much money away from the safety divisions 
in order to set up a useless office; what will they do if Congress tells 
them: ‘Here is $11,975,000 for you to spend as you desire’’? 

The last report of the Interstate Commerce Commission gives us 
their reasons for wanting to have a free hand in spending the money 
appropriated to them. The report describes the setting up of the 
new director’s office (without mentioning the fact that they took the 


money away from locomotive inspection and safety inspection to pay 
the director and his staff) and then added: 


Future economies of a significant character are anticipated but must await 
relaxation of certain appropriation and legislative requirements. 


Last vear a bill to amend the Locomotive Inspection Act was intro- 
duced in the Senate at the request of the ICC (S. 3059). The bill 
hever got out of committee, but the ICC report this year declares: 

Such an amendment is necessary in order for the Commission to realize fully 


the advantages of consolidating these three bureaus. (Referring to the Bureau 
of Locomotive Inspection, Bureau of Safety, and Bureau of Service.) 


We opposed S. 3059 to amend the Locomotive Inspection Act last 
year, because it would wipe out_many of the most important safe- 

guards now provided by law. The Commission, in its last report, 
announced it would again seek passage of this bill, which died in the 
last session. In that bill they seek to make many changes in the 
setup of the Commission which we believe are dangerous. One of 
the provisions would take away from the President the authority to 
appoint the Director and two Assistant Directors of Locomotive 
Inspection “by and with the advice and consent of the Senate.” 
This provision was inserted in the law deliberately to give this Loco- 
motive Inspection Bureau a quasi-independent status. 

Until the law is changed, it seems to me, Congress should make a 
separate appropriation for each of these important safety bureaus— 
just as it has done in the past 44 years. 

I emphasize again that we are fearful of the consequences if the 
Interstate Commerce Commission is given a free hand in distributing 
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the money appropriated for it. Particularly is this true in view of 
the fact that there is not one practical operating railroadman op 
the Commission. In fact, this is the first time since the administra- 
tion of Theodore Roosevelt that the Commission has not had 4 
practical operating railroadman as one of its members. Thus no 
member of the Commission has had the necessary experienze to under- 
stand the great importance of safety inspections of locomotives and 
cars. 

I would like to add this, that Mr. Harry See, national representative 
of the Brotherhood of Locomotive Trainmen has read this statement 
and has authorized me to speak for him in saying that they concur 
in what has been said. 

And I would like to say this, that over a period of some 44 years, 
since the inception of the Locomotive Inspection Service in the Inter- 
state Commerce Commission, we have had funds for this locomotive 
inspection, and railroad safety earmarked. The operation has been 
successful for 44 years and we see no reason to change this legislation, 

Mr. Evins. Thank you, Mr. Lampley. 

Mr. Lameuey. Thank you. 

Mr. Evins. Mr. Boggs. 

Mr. Boaes. Mr. Chairman, the only thing I can say is that I am 
here representing the president of the railroad employees and am 
authorized to concur in the statements both by Mr. Riley and Mr. 
Lampley. 

Mr. Evins. Thank you, gentlemen. The committee, I am sure, 
will sive full consideration to your statements. 

Mr. Puaiuures. Mr. Riley, may I point out what I think is the 
weakness in your statement? 

Mr. Riney. Certainly. 

Mr. Purutres. And I think it applies on this side of the table just 
as well. I think we are all depending upon a Federal agency, the 
Federal Civil Defense Administration for protection, and I think 
that we have to do it ourselves. I think that your organization, 
with all of the ramifications of your organization, could probably 
do a tremendous job on this matter of civil defense. We have not 
yet aroused, in the minds of the people, any feeling of reality con- 
cerning the danger or the particular need for civil defense. I am 
telling you just how I feel when I go back to my district, and I think 
quite often the Civil Defense Administration has not done a particu- 
larly good job. We do not scare easily in the United States and 
when we get overscared, the reaction has the adverse effect. 

Just a few days ago, you may recall that Mr. Peterson made a 
statement about the serious danger in Los Angeles, if you may 
remember? 

Mr. Rizey. Yes. 

Mr. Puiuurps. As a matter of fact, the object was to emphasize the 
need for the distribution of industry over wide areas. It so happened, 
in that particular part of the country we are more widely dispersed 
than in any other part of the United States. 

Mr. Riney. That is right. 

Mr. Puiurps. I think the cause of civil defense was hurt by that to 
some extent. I honestly believe that we have to quit kidding ouw- 
selves with the feeling that we can depend upon a Federal civil defense 
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agency to do the job for us. The best thing is to arouse the interest 
of the American people. 

Mr. Ritey. There is no doubt of that. I am not for weakening any 
program. of the civil defense but we have to do something for ourselves. 

May I make this comment, that I agree with you. And I want to 
say further that I am glad to see this function put into this committee. 
As you know, it went along for some time as a part of a supplemental 
appropriation bill and it just did not seem to fit. This seems to be 
the logical place for it. 

And, secondly, I agree with you 100 percent on this matter of 
arousing the concern of the American people. But I do believe that 
it is necessary for the United States Government to provide for the 
common defense, and certainly it is a Federal function, and it is 
necessary for someone to take the lead. 

Mr. Puiuurps. There is no question about that. But you cannot 
get people throughout the country even to man the watchtowers. 

Mr. Ritey. No. 

Mr. Puiturps. For example, out in my part of the country, the 
people in the counties have the responsibility for it. I really think 
that you people who are in contact with it can do a tremendous job. 

Mr. Ritey. What we ask is what should be done? We must have 
someone to take the lead; we do not even know—— 

Mr. Puruuips. You are so right. 

Now, with reference to the other matter you referred to in the 
illustration used by Senator Saltonstall—I do not think I can accept 
your comparison of the painter and the physician. I think, in a way, 
there are other elements involved. A painter may use a handbrush 
to paint the side of the house as he did in the old days, but the painter 
today may take a spray gun and do the job in a much shorter period 
of time. And I do not think you would insist that I go out and get 
a different painter to do that job. 

I do not see, because we had a certain amount of money appro- 
priated 40 years ago, that necessarily the same conditions exist today. 
I drove a horse and buggy 40 years ago and I am not driving a horse 
today. 

Mr. Ritey. No. 

Mr. Puriturps. I have had quite a little correspondence on this. 
The committee acted upon this, and we really put in the budget last 
year more than the Bureau of the Budget requested. 

Mr. Rizey. Yes. 

Mr. Puiuurps. So that we would be absolutely assured that there 

would be no job eliminations; and if and when the consolidation oc- 
curred, the same man would continue until retired, but the new men 
coming in could be trained to do all inspections, if it were possible, to- 
gether, and you would have the same situation, or, really, better. 
_ Ido not think you could say today that the inspection of the boiler 
in a locomotive in the old days is the same as the inspection of a diesel 
locomotive. And I think you will all admit that when a man goes 
in to inspect a diesel locomotive, or whatever it may be, that he can 
pretty well inspect the safety factors of that locomotive train. ‘They 
are in the same place, and if he can inspect one, it seems to me he could 
inspect all of the items. 

I think I can assure you—I cannot speak for the other members of 
this committee—but I have probably gone through this for a number 
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of years, and we have no fault to find on the inspection that is being 
done, and you have employees for that job, to make inspections, bu; 
if a new era comes in, as it has, then is it not possible to combine those 
who have the administrative positions, and perhaps, to a large extent, 
get the inspections combined? 

What are the problems involved? 

Mr. Bocas. Congressman Phillips, there are very great problems 
involved. On your signal operations, your signalman would inspect 
for safety, but even there, the electrician may not understand the 
signal operations. I do not know very much about signal inspections 
myself; and I am really not qualified to make any statement, except 
to say that the executive secretary of the railroad labor executives 
pointed out to me that the average electrician cannot even read thy 
signal prints. 

I am a boilermaker. The advent of the diesel, as indicated by th: 
number of losses of boilermakers as inspectors 
Mr. Putuurps (interposing). Could you inspect a diesel engine? 

Mr. Boaas. If I had come up through the ranks, I suppose, for « 
long period of time, I could have inspected a diesel. 

Mr. Puruurps. Would it be any harder for you to learn to inspect a 
diesel than it might have been for you to learn to inspect the other 
safety factors on a train and locomotive? 

Mr. Boaes. The other safety factors involved in the Bureau of 
‘ afet 

Mr. Puruures. Or whatever inspection has to be done. 

Mr. Boaces. Safety is required, inspection is required, for many 
other things not connected with the train. 

Mr. Puitures. Would it be any harder for you to learn to inspect 
them than it would to learn to inspect a diesel? 

Mr. Bocas. Yes; it would be; because the locomotive inspection 
as indicated today, has required the inspection of. 

Mr. Purtuures (interposing). Mr. Chairman, I observe that we have 
a long list and I did not intend to get into an extended discussion, 
and I was going to suggest that if the gentlemen want to extend their 
remarks, that it might be done, or, if they wish, they might come by 
and talk the matter over with me; I will be glad to see them. 

Mr. Boaas. I want to make one other point, Mr. Chairman, and 
that is that the law governing inspection requires that the man making 
the inspections must have practical experience. 

Mr. Rivey. And there is one other thing that could be said, Mr. 
Phillips, and that is that the railroads themselves do not combine 
these types of jobs. They do not consider it expedient, apparently, 
nor economical. 

Mr. Evins. It is the feeling of your organization that the time has 
not yet arrived to combine them at least? 

Mr. Ritey. That is correct. We think that the thing should have 
a complete discussion before the legislative committee, and until then, 
we would like to hang on to the situation as it is in principle. 

Mr. Vursetu. Did I understand you to say, Mr. Riley, or from 
inference, rather, that railroad management is largely in agreemen! 
with your thoughts on this matter? 

Mr. Riney. I do not know what the people have spoken on this 
problem in the past, but practically speaking, the point I was trying 
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to make is that I do not think they have suggested a combination up 
to date. 

Mr. Puitures. I do not believe they have ever appeared before this 
committee. 

Mr. Boaas. May I just make this further statement, and that is, 
they do not use locomotive men to inspect their safety equipment. 

Mr. Ritey. And I imagine that the inspection of a bridge may be 
as vital for safety, would 't not, as it would on the rolling stock? 

Mr. Evins. Thank you very much, gentlemen, for your testimony. 


Tuurspay, Marcu 10, 1955. 


INTERSTATE COMMERCE COMMISSION 


WITNESSES 


JAMES F. PINKNEY, GENERAL COUNSEL, AMERICAN TRUCKING 
ASSOCIATION 

JAMES F. FORT, ASSISTANT TO THE GENERAL COUNSEL, AMERICAN 
TRUCKING ASSOCIATION 


Mr. Evins. We have next Mr. James F. Pinkney of the American 
Trucking Association; and Mr. Fort—Mr. Fort is from Tennessee. 
The Committee will be glad to hear you gentlemen. 

Mr. Fort. Thank you. 

Mr. Pinkney. And I am from Virginia. 

Mr. Evins. The committee will be very glad to have your state- 
ments. Do you have prepared statements? 

Mr. Pinkney. Mr. Chairman, I have a prepared statement. I do 
not plan to read the entire statement. .1 have furnished the clerk 
with copies. I regret they are not mimeographed, but time did not 
permit me to do that. 

Mr. Evins. That is perfectly all right. 

(The statement is as follows:) 


STATEMENT OF JAMES F. PINKNEY ON I. C. C. BupGEetT 


My name is James F. Pinkney. I am general counsel of the American Truck- 
ing Associations, Inc., 1424 16th Street, NW., Washington 6, D. C. The Asso- 
ciation represents all types of motor carriers of property within the United States. 

For the past several years the trucking industry has been very gravely con- 
cerned about the inadequacy of the Commission’s resources to do its job. This 
concern was most recently expressed in a resolution unanimously adopted by the 
executive committee of ATA at its last meeting which reads as follows: 


“RESOLUTION ADOPTED BY THE ATA EXECUTIVE COMMITTEE JANUARY 20, 1955 


‘Whereas, enforcement of part II of the Interstate Commerce Act is necessary 
and proper to comply with and further the policies enunciated in the national 
transportation policy; and 

_“Whereas, there are many persons operating in interstate commerce in viola- 
tion of part II of the Interstate Commerce Act and the number of such persons 
is continually increasing; and 

“Whereas, the Interstate Commerce Commission is charged by law with the 
enforcement of the provisions of part II of the Interstate Commerce Act; and 

“Whereas, enforcement of part II of the act by the Commission has deterior- 
ated to a point that endangers the continued existence of a healthy motor-carrier 
industry in the United States; Now therefore be it 

“Resolved, That the ATA staff be directed, and the State association staffs be 
urged, to make an allout effort to persuade the Congress that the resources and 
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structure of the [CC should be so bolstered and arranged that it will be possible 
for the Commission, through its Bureau of Motor Carriers, so to administer and 
enforce part II of the Interstate Commerce Act that present deficiencies cay 
immediately be corrected; And be it further 

“Resolved, That among other appropriate action the Trucking Industry 
recommends to the Commission the establishment, within the Bureau of Motor 
Carriers, of mobile field groups for enforcement purposes, to be dispatched to 
various districts as the need for their service arises.” 

We understand that the Budget Bureau has proposed a slight increase in the 
Commission’s budget for the coming year—of approximately $300,000. We 
estimate that this will permit the Commission to increase by a very small number 
the employees in several of the critical areas of its work. In our judgment this 
will merely scratch the surface of the problem. 

Fourteen years ago, the Bureau of Motor Carriers had a total of 1,402 employees 
in its 10 sections and the field. Today, in spite of the fact that truck transporta- 
tion has grown by leaps and bounds since 1941, the Bureau of Motor Carriers has 
only 789 employees even counting the 220 transferred out of the Bureau but 
sreutagity working, at least in part, on Bureau matters. 

So, to handle possibly double the amount of work, or more, we find that person- 
nel has been cut almost 50 percent. You can’t run a Federal regulatory bureau 
on that basis. Twenty thousand trucking companies operate under certificates 
and permits issued by the Commission and additional thousands of truckowners 
and operators are actually, by virtue of what they are doing, sunject to the Act. 
We have less than 120 men in the field to handle investigations and enforcement of 
this vast industry, scattered into every section of the land. 

This erosion of the Commission’s resources to regulate the motor carrier industry 
has had several very serious effects. First, it means that the growth and develop- 
ment of the industry has been hampered through a failure to obtain reasonably 
prompt action on matters on which Commission decisions are required prior to 
action by the industry. I refer specifically to extensions of operations, acquisi- 
tions and mergers of carriers, and the issuance of securities. Second, the num- 
ber of violations by regulated carriers and the number of illegal operations by 
unauthorized carriers have greatly increased. In addition, and as a result of the 
inability of the Commission to police the siutation, a great many unnecessary 
proceedings have been brought about which in turn result in a further drain on the 
Commission’s resources. For example, through the failure of the Commission 
to inspect tariffs filed by motor carriers there was recently filed and accepted a 
tariff containing an obscure rule, the effect of which was to reduce by 1-cent per 
hundred pounds the rate on an extremely important commodity. The tariff 
became effective and the Commission now has on its hands several rate suspension 
cases occasioned by attempts of other carriers to meet this particular rate and it 
also has had to institute an investigation into the original offending tariff. Had 
that tariff been examined by men who had knowledge of the conditions in the 
particular area including knowledge of the particular carrier involved, in all 
probability it would have been caught and suspended. And again, in all prob- 
ability, it is quite probable that the carrier would have withdrawn the item in 
question. Under the Bureau of Motor Carriers as originally staffed that defect 
would have been caught by a tariff examiner in the field and his salary would have 
been paid several times over, in all probability, by the prevention of the costly 
proceedings that have been instituted. This indicates that the pinch on the 
Commission results in false economy of the worst sort. The price of this false 
economy has adversely affected the problem of highway safety and the stability 
of a vital industry. 

Not having access to the detailed information considered by the Bureau of the 
Budget and probably submitted to this committee it is not possible for us to make 
specific recommendations. We do believe very strongly, however, that modest 
measures will not suffice to cure the present situation. We believe that the 
proper regulation of the American transportation industry, and particularly the 
motor carrier portion of that industry, could well justify the spending of twice 
the amount of money now spent by the Interstate Commerce Commission on 
motor carrier regulation. Not only has enforcement of the safety rules of the 
Commission virtually disappeared but the same thing is true in the equally im- 
portant areas of what might be termed economic regulation by the Commission. 

As was pointed out in a resolution adopted by the entire board of directors of 
our association, a copy of which was sent you last fall, ‘‘numerous complaints 
from the field indicate clearly that real enforcement has deteriorated to a degree 
totally incompatible either to good regulation or the common welfare of tlie 
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better elements in the transportation system, and the industry views with alarm 
the addition to the ranks of nonconforming carriers because of economic 
advantages secured by them.” 

At this point let me observe that in our judgment a great many of the legislative 
problems that you gentlemen have had here on the Hill in connection with trans- 
portation have been the direct result of the failure of Congress to provide the 
Interstate Commerce Commission with sufficient resources to do its job. I 
refer to such matters as the trip-lease bill and the so-called time-lag bill on which 
so much time was spent in the Senate at the last session. In the case of the 
former the problem of the so-called trip-lease did not become serious until the 
Commission’s enforcement machinery broke down. Prior to that time the 
Commission, through proper compliance activities as well as enforcement measures 
had been able to keep under control practices such as trip leasing. In the case 
of the latter, the entire controversy in the Senate occurred because of the Com- 
mission’s inability to act quickly in major rate proceedings. As I examine the 
transportation measures that are discussed in transportation circles and the bills 
that are introduced in Congress I find that a very substantial number have their 
genesis in the fact that someone is trying to correct by law administrative deficien- 
cies in the Interstate Commerce Commission. This is not meant as criticism of 
the Commission. The deficiencies to which I refer largely come from lack of 
financial resources to do the job. 

Let me say at this point that I am not up here at the request of the Interstate 
Commerce Commission. I am here by direction of and at the urgent request of 
members of the trucking industry of the United States. It is they who are being 
hurt by this situation as are other forms of transportation whose operations are 
affected by the lack of proper enforcement of the Motor Carrier Act. 

Although I am here today speaking for the trucking industry let me add that I 
am also the president of the Practitioners Association of the Interstate Commerce 
Commission. That association is an organization of more than 3,000 lawyers and 
practitioners who have been admitted to practice before the Commission. From 
my experience as president of that organization I can firmly say that the great 
majority of its members feel that the Commission’s budget is inadequate. Their 
concern stems from concern over the adverse effect an inadequate ICC budget 
has on our great transportation system and because of the delays and difficulties 
encountered by them in presenting matters to the Commission, nearly all of which 
could be avoided were the Commission adequately staffed to do its job. That 
association has many times gone on record in favor of greater appropriations for 
the ICC. 

In addition to the problem brought on by lack of money we feel that our situa- 
tion has also been aggravated by the tendency on the part of the Interstate Com- 
merce Commission to merge the former work of the Bureau of Motor Carriers into 
that of the Commission generally. We feel very strongly that there should be a 
separate Bureau of Motor Carriers within the Commission and we would recom- 
mend that this committee not only increase substantially the budget for motor- 
carrier matters but also direct that it be expended through a separate motor-carrier 
bureau structure. The board of directors’ resolution referred to above was di- 
rected primarily to that point. A copy is attached. 


Mr. Pinkney. I will just hit the high spots. 

Mr. Evins. You may proceed and just hit the high spots. 

Mr. Pinkney. For the record, my name is James F. Pinkney. I 
am general counsel of the American Trucking Associations, Washing- 
ton, D.C. The association represents all types of motor carriers of 
property within the United States. 

For the past several years, the trucking industry has been very 
gravely concerned about the inadequacy of the Commission’s re- 
sources to do its job—that is, the inadequacy of the Interstate Com- 
merce Commission to do its job. This concern was most recently 
expressed in a resolution unanimously adopted by the executive 
committee of the American Trucking Associations at its last meeting 


held here in January, and I want to quote the pertinent part of that 
resolution: 


Whereas enforcement of part II of the Interstate Commerce Act is necessary 
and proper to comply with and further the policies enunciated in the national 
transportation policy; it is 
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Resolved, That the American Trucking Associations staff be directed, and the 
State association staffs be urged, to make an all-out effort to persuade the Congress 
that the resources and structure of the Interstate Commerce Commission should 
be so bolstered and arranged that it will be possible for the Commission, throug) 
its Bureau of Motor Carriers, so to administer and enforce part II of the Interstate 
Commerce Act, that present deficiencies can immediately be corrected. 

We understand, although, of course, we do not have access to the 
detailed figures, that the Budget Bureau has proposed a slight increase 
in the Commission’s budget over the last year’s budget. But we feel 
that that will merely scratch the surface in trying to meet this problem. 

In the Bureau of Motor Carriers, which performs, I think, by far 
the largest part of the work of the Interstate Commerce Commission, 
there were some 14 years ago, a total of 1,400 employees—that is, 
in 1940 and 1941—in its 10 sections and the field. Today, in spite 
of the fact that truck transportation has grown by leaps and bounds 
since 1941, the Bureau of Motor Carriers has only 789 employees, 
even counting the 220 transferred out of the Bureau but presumably 
working, at least in part, on Bureau matters. 

So, to handle possibly double the amount of work, or more, we find 
that the personnel has been cut almost 50 percent. You cannot run 
a Federal regulatory bureau on that basis. 

Twenty thousand trucking companies operate in the United States 
under certificates and permits issued by the Commission, and we 
estimate that there are additional thousands of truck owners and 
operators, who actually, by virtue of what they are doing, are subiect 
to the regulations under the act; and, therefore, constitute a problem 
under it. 

For that work at the present time, there are less than 120 men in 
the field dealing with motor carriers, to handle investigations and 
eee en of this vast industry, scattered into every section of the 
and. 

Now, this erosion of the Commission’s resources to regulate the 
motor-carrier industry has had several very serious effects. First, it 
seems that the growth and development of the industry have been 
hampered through a failure to obtain reasonably prompt action on 
matters on which the Commission’s decisions are required prior to 
action by the industry. I refer specifically to extension of operations, 
acquisitions and mergers of carriers and the issuance of securities. 

And here the normal growth of a very vital industry, because of 
this delay, brought about in the handling of such matters as applica- 
tions for routes and applications for operating authority initially, and, 
particularly, applications for permission to purchase and sell truck- 
lines, has been curtailed. When one of those purchase applications is 
delaved, of course there is a serious question because they usually run 
into difficulty, and too many months elapse between the time of the 
announcement of the purchase contemplated and the time that it can 
be consummated. 

The Commission has done some better in recent months in that 
regard, but there is a great deal that still needs to be done, in my 
personal opinion; in my judgment the Commission could use double 
the number of examiners in that section to keep abreast of the amount 
of work. 

Now, secondly, and this probably brings out the things that our 
people have been complaining most loudly about, the number of 
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violations by regulated carriers and the number of illegal operations 
by unauthorized carriers, have greatly increased. 

‘In addition, as a result of the inability of the Commission to police 
the situation, a great many unnecessary proceedings have been brought 
about, which, in turn, result in a further drain on the Commission’s 
resources. 

| would like to give you one example, gentlemen, and that is, 
through the failure of the Commission to inspect tariffs filed by the 
motor carriers, there was recently filed and accepted a tariff containing 
an obscure rule, the effect of which was to reduce by 1 cent per hundred 
pounds, the rate on an extremely important commodity, iron and 
steel. 

The tariff became effective and the Commission now has on its 

hands several rate-suspension cases by attempts of other carriers to 
meet this particular rate and it also has had to institute an investi- 
gation into the original offending tariff. 
- Had that tariff been examined by men who had knowledge of the 
conditions in the particular area, including knowledge of the particular 
carrier involved, in all probability it would have been caught and 
suspended. And, again, in all probability, it is quite probable that 
the carrier would have withdrawn the item in question. 

Under the Bureau of Motor Carriers, as originally staffed, that 
defect would have been caught by a tariff examiner in the field and 
his salary would have been paid, in my judgment, several times over, 
in all probability, by the prevention of the costly proceedings that 
have been instituted, under that one failure alone. 

This indicates that the pinch on the Commission results in false 
economy of the worst sort. The price of this false economy has 
adversely affected the problem of highway safety and the stability of 
a vital industry. 

Now, not having access to the detailed information considered by 
the Bureau of the Budget, I am unable to make any specific recom- 
mendations, gentlemen, but we believe that, for the proper regulation, 
as far as it affects motor carrier regulations alone, the Interstate 
Commerce Commission could use twice the sum of money that it is 
now given for that particular phase of its regulation alone. 

Mr. Evins. We have had the Chairman of the Interstate Commerce 
Commission and his staff up here, and we asked them how much they 
thought they would need; and they said they thought they had 
adequate funds; that is, that they thought their funds were adequate. 

Mr. Pinkney. Mr. Chairman, we do not share the Chairman’s 
views in that regard; we certainly do not share his views. We think 
) that the motor-carrier regulations, as—— 
| Mr. Evins. Is it your view and your wish that the trucking industry 
be more stringently regulated? 

Mr. Pinkney. Curiously, I think I should answer that question 
“Yes.” The problem is, when you have poor and inefficient regulation, 
you penalize the responsible operator, your violations increase by 
leaps and bounds, and enforcement virtually disappears. Every dav 
We see increasing numbers of men who are no longer observing tariff 
provisions, who are no longer observing safety rules and regulations 
and, of course, we are seeing a vast increase in numbers of more or less 


independent trucking companies operating without any regulations 
at all, 
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Mr. Evins. In the early days of the trucking industry, and of the 
motor carrier industry, there was a great number of independent 
operators, but over the years they have merged, consolidated, and 
have grown into maturity, and we do not now have this great number 
of little operators that we formerly had. 

Does that account for some of the slackness and necessity for funds, 
in your opinion? 

Mr. Pinkney. It does in some areas, yes. In the examiner area, 
it made a difference. We had some 75,000 grandfather clause applica- 
tions filed. I was with the Commission during that time, in 1935, 
and that indicates about 75,000 carriers, and that has been reduced to 
about 25,000 now. But on the other hand, let me point out that 
during the past 4 or 5 years tens of thousands of new and additional 
types of carriers have come into the field, mainly in the field of 
agriculture, the so-called trip-leasing area, and operations of that 
sort. 

And it has enormously complicated the problem. 

In addition, the rate cases, the application cases, the finance cases, 
are a great deal more difficult today and they are becoming more 
involved even than they were back in the early days. They were 
comparatively simple then. 

I feel that the work of the Commission has not decreased as a result 
of this trend you mentioned. 

Mr. Evins. You do not have any specific request as to funds, but 
you are asking generally for adequate appropriations for the ICC? 

Mr. Pinkney. Yes, sir; that is correct. 

Mr. Evins. Particularly for the Motor Carrier Bureau? 

Mr. Pinkney. As we understand the appropriation recommended 
by the Bureau of the Budget it would amount to just about enough to 
handle the work in 2 or 3 different areas. 

Mr. Evins. You may have the privilege of extending your remarks 
in the record if you wish to do so, Mr. Pinkney. 

Mr. Pinkney. I would like to make two other points. I would like 
to make the point that a great deal of the legislation that you gentle 
men have had in connection with transportation in the last year or two 
has been occasioned in part, at least, and in some cases in large part, by 
this inability of the Commission to do its job because of insufficient 
resources with which to do its job. Your trip-lease problem, with 
which I am sure you are all familiar, was not of its own making 5 years 
ago. That problem has grown up as a result of the Commission’ 
inability to police the situation. 

The so-called time-lag bill in the Senate that used up so much last 
year was occasioned by the inability of the Commission to act with 
expedition in these general rate increase cases. Had the Commission 
been properly staffed that bill would not have been necessary. 

In my dealings with many of these associations, I find that about 
three-quarters of the things we discuss and worry about are occa- 
sioned really by the administrative inability of the Commission to 
do its job due to lack of financial resources, and their ills cannot be 
cured by legislation, but you gentlemen will be asked to cure them by 
legislation. 

The final point I would like to make is this: In addition to this 
problem brought about by the lack of money, we feel that our situs 
tion has also been aggravated by the tendency on the part of the 
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Interstate Commerce Commission to merge the former work of the 
Bureau of Motor Carriers into that of the Commission generally in 
the so-called functional approach to this problem. We feel very 
strongly that there should be a separate Bureau of Motor Carriers 
within the Commission restored to what it was 10 years ago. We 
recommend that this committee not only increase substantially the 
budget for motor-carrier matters, but also direct that it be expanded 
through a separate Motor Carrier Bureau structure. 

The board of directors of the American Trucking Associations 
passed a resolution about that, which I have attached to my state- 
ment which indicates our feeling on that particular point. 

Mr. Evins. We have that resolution, and it will be received and 
made a part of the record following your testimony. 

Mr. Picknery. Yes, sir. 

(The resolution referred to is as follows:) 


A Resotution ApopTrep By THE Boarp or Directors, AMERICAN TRUCKING 
AssociaTions, INc., OcropEeR 29, 1954 


Whereas since the inception of Federal regulation of highway transportation, 
the trucking industry has felt that such regulation, in the public interest should, 
at the staff level, be administered by the Interstate Commerce Commission 
through a separate bureau dedicated to the impartial, efficient, effective, and 
knowledgeable regulation of highway transportation; and 

Whereas this feeling has been based upon the belief that the regulation of 
the thousands of motor carriers can be made possible only if the men dealing 
with the individual components of the industry, the drafting of regulations, the 
initial consideration of formal cases, the enforcement of law and regulations, 
and the rendering of staff assistance otherwise to the Commission on motor- 
carrier matters, can be and remain experts in highway transportation; and 

Whereas numerous complaints from the field indicate clearly that real enforce- 
ment has deteriorated to a degree totally incompatible either to good regulation 
or the common welfare of the better elements in the transportation system, and 
the industry views with alarm the addition to the ranks of nonconforming carriers 
because of economic advantages secured by the latter group; and 

Whereas the trucking industry originally supported, and has to this date 
continuously supported the ICC as the agency so to regulate the industry, and 
can be counted upon to continue that support if given reasonable assurance that 
future regulation will be realistically, effectively, and promptly administered to 
the limits of the Commission’s resources: Pe it 

Resolved by the board of directors of American Trucking Associations, Inc., That 
the board reaffirms its position in favor of a strong and separate Bureau of 
Motor Carriers and it hereby directs the ATA staff to continue to take all neces- 
sary measures, including the introduction and furtherance of appropriate legisla- 
tion if necessary, to insure the continuation and strengthening of that Bureau; 
be it further 

Resolved, That a copy of this resolution be forwarded to each member of the 
Interstate Commerce Commission and of the Congress, and to the President of 
the United States. 


Mr. Pinkney. Gentlemen, I have hit the high spots. There are 
several other points which I have in my statement. 

Mr. Putuures. It is a good statement. 

Mr. Evins. Mr. Fort, do you have a statement? 

Mr. Forr. No, sir, thank you. 

Mr. Evins. Thank you very much, gentlemen. 

Mr, Pinkney. Thank you very much. 
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Tuurspay, Marcu 10, 1955. 


VETERANS’ ADMINISTRATION APPROPRIATIONS 


WITNESSES 


MILES D. KENNEDY, DIRECTOR, NATIONAL LEGISLATIVE COM. 
MISSION 

T. O. KERAABEL, DIRECTOR, NATIONAL REHABILITATION COM. 
MISSION 

CHARLES W. STEVENS, ASSISTANT DIRECTOR, NATIONAL RE. 
HABILITATION COMMISSION 

DR. HYMAN D. SHAPIRO, SENIOR MEDICAL CONSULTANT, THE 
AMERICAN LEGION 

CECIL H. MUNSON, CHIEF, VOCATIONAL TRAINING AND EDUCA- 
TION 

EDWARD McGRAIL, CHIEF OF INFORMATION SERVICE, REHABILI- 
TATION DIVISION 


Mr. Evins. We have our friends of the American Legion with us 
today, Mr. Miles D. Kennedy, director of the national legislative 
commission, Mr. T. O. Kraabel, director of the national rehabilitation 
commission, Mr. Charles W. Stevens, assistant director, national 
rehabilitation commission, Dr. Hyman D. Shapiro, senior medical 
consultant, the American Legion, Mr. Cecil H. Munson, chief, voca- 
tional training and education, and Mr. Edward McGrail, chief of 
information service, rehabilitation division of the American Legion. 

We are glad to have our friends with us, and to hear your testimony. 
Do you have separate prepared statements, or do you want to speak 
informally? 

Mr. Kennepy. Mr. Chairman, and gentlemen of the subcommittee, 
my name is Miles D. Kennedy, director of the national legislative 
commission of the American Legion. First, I would like to thank your 
committee on behalf of our organization for granting us the oppor- 
tunity to appear before you this moning in connection with this 
matter. 

I have with me this morning the list of gentlemen that you have 
just read. 

Mr. T. O. Kraabel, the director of the national rehabilitation com- 
mission has a prepared statement which is several pages long. Mr. 
Kraabel does not desire to read that statement in full, Mr. Chairman, 
but would like to have it incorporated in the record with the same 
force and effect as though he had read it. 

Mr. Evins. We will be pleased to hear Mr. Kraabel and to receive 
his statement for the record. If you want to hit the high spots of 
your manuscript, Mr. Kraable, you may proceed. 

Mr. Kennepy. That is what I was about to ask, that he be per- 
mitted to submit his statement for the record, and hit the high spots 
of it. Following that we shall be glad to answer any questions you 
may care to ask. 

With your permission I would like to have Mr. Kraabel proceed at 
this time, Mr. Chairman. 

Mr. Evins. You may proceed, then, Mr. Kraabel. 

(The statement submitted by Mr. Kraabel is as follows:) 
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STaTEMENT BY T. O. KraaBpet, Director NATIONAL REHABILITATION 
Commission, THE AMERICAN LEGION 


FOREWORD 


The opportunity to appear before this subcommittee of the House Committee 
on Appropriations is very much appreciated. 

At the outset may I mention that the 32d Annual National Rehabilitation 
Conference of the American Legion was held here in Washington last week. 
Visiting service officers, rehabilitation people and others interested in veterans 
programs came from all parts of the country. Registration was just short of 600. 
There were 970 at the annual banquet Thursday evening March 3, 1955. 

The sessions of this conference were conducted along a panel format. This 
arrangement required the presence of representatives of Government agencies 
concerned, as well as discussion leaders from among the conferees. Since most of 
the matters coming up for discussion involved Veterans’ Administration activities, 
we had invited the Administrator, his division heads and staffs to participate. For 
a while we were quite concerned that these panels would conflict with hearings on 
the VA budget before this committee. We appreciate the expressed willingness of 
the chairman of this committee to cooperate in arranging hearing sessions so as not 
to conflict with these panel appearances by certain of the VA officials if found 
necessary. However, we did not have to make any special request and arrange- 
ments worked out very well. 


INTEREST OF THE AMERICAN LEGION IN THE VA BUDGET 


For approximately 10 years now the staffs of the economic, legislative, and 
rehabilitation divisions of the American Legion have interested themselves in the 
annual Veterans’ Administration budget. We have attempted to read and under- 
stand the meaning of a maze of figures, tables, schedules, computations, categories, 
etc., pertaining to the operations of the VA. This has been and continues to be a 
real task. By no means do we presume to reach full understanding of all phases. 

At the sane time we are hopeful of appraising the effect ot fund allocations 
upon essential operations. ‘Through the eyes and experience of national rehat ili- 
tation commission members, department service officers, field representatives, 
and others who are in Caily contact with VA regional offices and hospitals, we do 
receive reports daily as to how the concuct of the work is progressing. 

The fielcs of operations of the Veterans’ ACministration v ith which coworkers 
and this staff are most concerned are those of hospital and domiciliary care, out- 
patient treatment, acjucication of claims, appellate actions, maintenance and 
improvement of certain properties of the Veterans’ Administration. 


MEDICAL AND HOSPITAL SERVICES 


Here is a field in which an American Legion service officer is Ceeply interested. 
He is sensitive to the neecs of sick and cisatled veterans as to mec ical and hos- 
pital care. He is called upon constantly to assist in completing applications, 
arranging examinations in many instances, and oftimes provic ing temporary 
arrangements until the applicant can be a*mitted. In areas where the waiting 
lists have remained constant or on the rise this phase of veterans programs is 
very active. Nationwide the certified waiting lists of applicants eligi’ le for 
oat alias has risen from 19,614 last December to 22,613 as of January 31, 

Joo. 

When the formula of average Ccaily patient load was projected for fiscal year 
1955 there was violent reaction to the ac justments that had to be mace at several 
of the VA hospitals. These reactions and protests | rought a' out a reac justment 
which somewhat met the situation at the stress points. During the first quarter 
of fiscal year 1955 field representatives of the American Legion visited a number 
of hospitals. Their reports, all of which are filed with the Administrator of 
Veterans’ Affairs, reflected the concern over the new arrangement. Such expres- 
sions as “This hospital is operating with a wholly inacequate bucget’’; “It is 
evident this hospital is operating with a very tight bucget’’; ‘“‘In the case of this 
hospital it is very nearly Cown to a minimum in personnel with which to insure 
good operational status’’ were found in these reports. These are the expressions 
not of budgetary experts or controllers of appropriations. These are the ceep 
an] earnest appraisals by sincere laymen with experience and training in visiting 
VA hospitals and the patients and staffs therein. 

A number of excerpts from these reports was brought to the attention of the 
Administrator of Veterans’ Affairs as a reminder of how the new arrangement was 
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working. In reply to these reminders, all taken from full reports already on file 
at the central office of the Veterans’ Administration, the Administrator advised 
that a review of the first quarter of operations formed the basis for making ac just- 
ments in primary fund allocations in certain hospitals. He stated further that it 
was not his intention that certain economies which he hoped to effect and has 
effected should be at a sacrifice in the quality of medical care for eligible veterans, 
This indeed is of prime importance and is carefully watched by our organization 

A supplemental appropriation by Congress for fiscal year 1955 has enabled the 
Veterans’ Administration to maintain a level of 105,670 average Caily patient load, 

We understand from pages 157 and 158 of the budget of the United States 
Government for fiscal year 1956 that the Bureau of the Budget has recommended 
funds to maintain an average daily patient load in VA hospitals of 109,909 during 
fiscal year 1956. It is the sincere plea of the American Legion that Congress 
approve and authorize appropriations on the basis of not less than this estimate. 

The number of employees in the medical and hospital programs constitutes 
78 percent of the total number of VA emplovees. Accordingly, any law granting 
adcitional privileges or benefits to employees with the requirement that the cost 
thereof be absorbed in existing appropriations would naturally affect the medical 
and hospital program in great measure. National Commander Collins in his 
appearance before the House Committee on Veterans’ Affairs on February 8, 155, 
mentioned Public Laws 598 and 763 enacted by the 83d Congress which would 
cost additional money. According to the information we received the estimate for 
fiscal year 1955 was placed at between $1,200,000 and $1,500,000. The Adminis- 
trator in his communication to our office under date of November 24, 1954, stated 
that the cost of benefits provided by these laws would have to be absorbed within 
present appropriations. The national commander expressed the hope that such 
additional cost would be contemplated in the figures for 1956. If it is not and 
the cost is sizable, the question arises: How and to what extent will medical and 
hospital care be affected if the additional cost must be absorbed in the amount 
which is recommended for medical administration, inpatient and outpatient care? 
Certainly the American Legion is in favor of the Federal Employees Group Life 
Insurance Act and the fringe benefits law. We do not feel, however, that the 
Federal Government’s share of the costs thereof as they apply to the employees 
in the mecical and hospital services of the Veterans’ Administration should be 
deducted from funds appropriated for direct and administrative services for sick 
and hospitalized veterans. 

We stress again our sincere desire that there be sufficient funds for the average 
daily patient load of 109,909 in VA hospitals, 17,000 in the domiciliaries and 
4,575 in contract beds. 

OUTPATIENT CARE 


In this category we note that there is a reduction of $1,643,000 from the 1955 
estimate ($56,293,722 to $54,650,422) for the operation of clinics; a $460,000 
reduction in office services $7,492,335 to $7,032,000); an increase of $600,000 
($7,755,278 to $8,359,000) in madical fee basis care, and a slight increase in 
dental fee basis care. As stated on page 159 of the budget, these services ate 
for the care of veterans with service-connected disabilities and those receiving 
vocational rehabilitation benefits. We are deeply concerned about the continu- 
ance of the outpatient care program for the service-connected and that same & 
not curbed or restricted contrary to sound medical judgment. In the dental 
field we sincerly hope sufficient funds will be made available so that the backlog 
of applicants with service-connected dental conditions may be served and givel 
their so-called initial and one-shot treatment. Our senior medical consultant, 
Dr. H. D. Shapiro, is present and available to discuss this program from the 
viewpoint of the American Legion if the committee so desires. 


SURVEYS OF HOSPITALIZED VETERANS 


In a sincere attempt to get the facts as to veterans who have availed themselves 
of the privilege of the VA hospitalization program for so-called non-service-incurred 
ailments, the American Legion has conducted its bedside survey of hospitalized 
veterans. Reports on these studies during the past 2 or 3 years were filed 2 
July 1953 with the Subcommittee on Hospitals of the House Committee 0! 
Veterans’ Affairs, and at our last appearance before your committee. The 
surveys are based upon individual visits on the part of national field represent 
tives to the bedside of these patients. The sick folks are under no obligation © 
respond. The information they give is on a voluntary basis. The name até 
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address of each one is on file with the VA hospital itself. They are identified only 
by case number in these reports. 

These accounts are most revealing. They show an average expenditure ranging 
from $200 to $600 apiece to private doctors and hospitals before being admitted 
to the Veterans’ Administration. We have copies of 10 additional reports made 
since our last appearance before this committee which we respectfully submit, Mr 
Chairman, for your consideration. 

This is only one phase of a positive approach on the part of our organization 
toward meeting the controversy engendered during the past several vears against 
the hospitalization of the so-called nonservice connected. Another step which 
the organization supported was the institution of the addendum to the applica- 
tion for hospitalization. Reaction from department service officers indicates that 
this additional requirement has had very Jittle effect upon the waiting list or the 
number requiring and found eligible to hospital care. It has served as a reminder 
to some that inability to meet the expenses of hospitalization is one of the require- 
ments that a war veteran must fulfill before getting hospital care for a nonservice 
ailment. 

American Legion service officers continue their vigilance as to the order of 
priority which must be observed in processing applications and admitting veterans 
to hospitals. The great demand continues to be in the category of the psychotic 
and emotionally disturbed. These unfortunates who have not bee ‘n able to estab- 
lish their claims have very little, if any, chance of being admitted to VA hospitals 

An example in point might be mentioned. This was brought to our attention 
by the chairman of the national rehabilitation commission, Mr. Robert M 
MeCurdy of Pasadena, Calif. He stated that he personally handled the case of 
a World War II veteran who had been a faithful worker and provided for his 
family. Suddenly one day last fall he went berserk. He raved about his prisoner- 
of-war experiences and attacked his wife as being one of the guards at that camp 
Application to have him admitted to a nearby ne uropsychiatric hospit: tl in the 
VA svstem proved unavailing. He had to be sent to the State hospit: il, where 
he is still a patient. An American Legion service officer is delving into the facts 
for the purpose of presenting a claim. Although 10 years have elapsed since the 
veteran’s experience in World War II there m: uy be & poss ibility of connection 
between his prisoner-of-war experiences and his mental derangement wherein he 
reverted to the past and raved about those experiences. 


The crying need for mental patients is for both beds and trained professional 
personnel. Dr. Shapiro can inform the committee further about what is being 
done and should be done to meet this situation. 


REHABILITATION OF VA HOSPITAL PLANTS 


Nine years have elapsed since the then national commander of the American 
Legion and his staff sat up until early morning hours with the chief medical 
director of the Veterans’ Administration on the proposition of the VA taking over 
certain Army and Navy hospitals as they were being released by the armed serv- 
ices. This committee is familiar with that arrangement. The acquisition of these 
institutions filled in the breach between the war and the construction of addi- 
tional hospitals as authorized in section 101 of the Servicemen’s Readjustment 
Act of 1944. Those plants have served a purpose. As new VA installations in 
the respective areas have been opened the old plants have been reduced or released 
by the VA. However, there remain many that represent hundreds of millions of 
dollars of investment. They require modernization, improvements, rehabilitation. 
National Commander Collins in response to an invitation for the American 
Legion’s view of this challenging situation instituted another survey to get the 
facts. This study was accomplished by the national field service in cooperation 
with the national rehabilitation commission. The findings and recommendations 
sent in were based upon personal knowledge of the different institutions, gained 
from visits from time to time and also from conferences with the re spective 
managers. Reports were sent in on 171 hospitals, of which 140 reported projects 
of varying kinds and extent. A compilation of all these reports w as submitted 
by the national commander to the House Committee on Veterans’ Affairs on 
February 8, 1955. We have brought our office copy here to show the extent and 
scope of that effort. The net of all this is that the American Legion most sincerely 
supports this committee in any allocation of funds it may make from year to year 
for the rehabilitation of those VA hospital plants that are functioning and must 
continue to funetion in the conduct of the VA hospitalization program. We 
sincerely submit that if possible a long-range rehabilitation and modernization 
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program be authorized to the end that the Veterans’ Administration, the Bureay 
of the Budget and Congress may jointly plan these projects as immediacy of need 
requires and allocation of funds permits. 


SECOND HOOVER COMMISSION 


On February 28, 1955, the Second Hoover Commission filed a report on Federal 
medical services. A good portion of it pertained to the VA hospital system and 
care of veterans. National Commander Collins voiced the sentiment of the 
American Legion in a speech on March 3, 1955. We submit copy of that dis 
course for consideration by this committee and for the record if so desired. 

Much more could be said as to the veterans hospitalization program which was 
established by Congress and which has been functioning for the past three decades, 
Suffice it to say that the American Legion believes in and will strive for the con. 
tinuance of this program; commends Congress for its steadfast support of same: 
and sincerely urges this committee to recommend the appropriation of adequate 
funds for its maintenance and operation. 


CLAIMS AND APPEALS 


Another essential service to veterans and their dependents with which we are 
deeply concerned is that of adjudication of claims for compensation and pension 
and the settlement of appeals. We note on page 155 of the budget that the 
estimate for disability rating actions for 1956 is given as approximately 10 per- 
cent less than during the current fiscal year, and 20 percent less than for fiscal 
year 1954. At the same time death rating actions are estimated at 2 percent 
greater than 1955, and 3 percent more than 1954. We do not have access to the 
elements that go into the justification for estimates either as to workload, per- 
sonnel, or funds required. Our only means of commenting on what is takin: 
place and may take place in this important field is our first-hand experience in 
studying and presenting the claims and appeals in which our organization has 
been designated representative. 

I believe all of us can agree that thorough study and assessment of all factors 
touching upon a veteran’s claim or that of his survivor will be more satisfactory to 
the claimant and Government alike and will prove more economical in the end. 
We have had the experience of rapid-fire adjudication, so to speak, in the days of 
1944-46. The Veterans’ Administration then set up emergency area boards to 
receive and handle the claims of returning veterans as promptly as possible. 
This was in reality production-line adjudication. Reviews and reratings of the 
actions of those days are still being made. Now that we are several years removed 
from the days of World War II and approximately 2 years from the active Korean 
conflict we respectfully submit that adjudication of claims and appeals be made on 
a thorough and sound basis. Shortness of funds and lack of personnel generate 
what we term sometimes “‘productionitis.’””’ A goal is set that requires the hand- 
ling of a given number of claims by each unit for each work day. We know 
from experience that all claims are not alike. Some may require the concerted 
effort of medical, legal, and claims experts for many hours each. Others are less 
complicated. What we sincerely advocate is an adequacy of trained people in 
these fields to the end that thorough jot's may be done, which in turn will redound 
to the greater satisfaction of claimants and Government alike. 

An important part of this procedure is a clear and full letter of explanation on 
the decision rendered. The claimants themselves, Members of Congress, service 
officers, State officials, all who may have an interest in or who may ke representing 
a disabled veteran or a dependent of a veteran, acquire a greater confidence in 
Unele Sam and his agency handling veterans affairs if clear and full decisions and 
letters can be issued. As stated kefore, this requires a sufficient number of 
trained personnel, and to that end we sincerely seek the favorable consideratiow 
of this committee. We want to avoid production-line procedure which causes 
short decisions, inadequate coverage and unsatisfactory information. 

Mr. Charles W. Stevens, our assistant director and chief of claims, is here t 
amplify further upon this feature of VA operations. 


CONTACT AND INFORMATION 


We are not able to extract from the budget figures available to us just what § 
estimated for the coming year in contact and informational services. Howeve!, 
we certainly wish to again record with this committee our recognition of the chores 
if you please, the contact representatives do that make the total service of th 
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Veterans’ Administration for veterans so effective. It has been often asked why 
it is necessary for the VA to maintain contact people when the American Legion, 
other veterans organizations, and States have their service officers and repre- 
sentatives. It has been our experience that the activities of service officers are 
in many respects complementary to those of the VA contact people. The latter 
are Federal employees. There are limitations to the extent of the functions they 
can perform in behalf of claimants and the representation they can accord. They 
are also there to receive, counsel, and assist those of the veteran population who 
choose to deal directly with the Government or who do not affiliate with any 
veterans organization. They do a good job. We express the hope that the 
Administrator of Veterans’ Affairs in the final phases of the reorganization of his 
agency will retain this service on an adequate basis and that this committee will 
allocate sufficient funds for that purpose. 

Another small but very important unit in the total VA operation is that of the 
informational service. There are not many people in that division, but what they 
do contributes effectively to a better understanding on the part of beneficiaries, 
their folks, and their neighbors generally of just what the Veterans’ Administration 
isand does. The literature, graphs, charts, and releases which this smal! group is 
called upon to prepare and distribute are most valuable. We do not regard them 
as propaganda. ‘They are illuminating and clarifying. We are confident that 
many Members of Congress feel as we do, that this smal! unit of capable people 
renders a real service. 


CONCLUSION 


There is so much that could be said or speculated upon at any hearing where an 
outside group is privileged to be heard on the preparation of the annual budget for 
a Federal agency. The American Legion is mindful of the limitations of our 
national economy. It has constantly advocated efficient and economie service, 
at the same time standing staunchly at the side of service of the highest quality. 
Veterans constitute a big portion of the adult civilian population. They bear 
their share of taxes and Government expenses. Only a small percentage of them 


are beneficiaries of the Veterans’ Administration or avail themselves of programs 


administered by that agency. They are passing on at the rate of about 9,0U0 per 
month. The interest and advocacy of our organization are that those programs 
are maintained essentially for those entitled under the laws enacted by Congress 
and for their survivors. This year the American Legion, along with other veterans 
grotps, will be called upon to testify, we hope, before the President’s Commission 
on Veterans Pensions, the Select Committee on Survivor Benefits, congressional 
committees having to do with the recommendations of the Commission on Organi- 
zation of the Executive Branch of the Government affecting veterans. It is going 
to be a most important year in the history of veterandom. Through it all the 
organization will continue its visits to hospitalized veterans, will call upon regional 
offices and hospitals of the Veterans’ Administration, and will generally comport 
itself so as to effectively hold high the cause of the Nation’s defenders and assist 
- the conservation of the laws and institutions a grateful Government has enacted 
or them. 


We express our sincere gratitude to this committee for the opportunity of being 
heard and for, we hope, your favorable consideration of our recommendations. 

Mr. Kraasew. I will start out with a little sidelight in view of the 
fact that last week we had quite a conference at the Statler Hotel of 
visiting service officers and rehabilitation people from all over the 
country. Around 600 registered in, and a little less than 1,006 
attended the annual get-together dinner on Thursday evening, March 
vw. 

For a while we thought that our panel discussions between our 
members and the Federal Government agency staffs, who would have 
to be present when the various subject matters were discussed, would 
Interfere with the hearings that you folks were having last week. 
“ince most of our questions pertain to the VA, we had invited Mr. 
Higley, his division heads and staffs to be present as the subject mat- 
ters in their respective divisions came up. 

_The chairman of the subcommittee was very kind to state to Mr. 
Kennedy that if found necessary he would be very glad to cooperate 
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in arranging the hearing sessions so as not to conflict with these panel 
appearances of certain VA officials. We acknowledge our thanks to 
him for that. It worked out well that we did not have to make any 
special request. 

I mentioned in the statement two veterans’ programs in which we 
are very much interested, and have been for several years, and as to 
which we have exchanged views of this committee under both the 
former chairman, Mr. John Phillips, and the present chairman, Mr, 
Albert Thomas. 


MEDICAL AND HOSPITAL SERVICES 


The first is that of medical and hospital services. 

The formula of average daily patient load that was applied for the 
fiscal year 1955 budget had quite an impact upon the system, in that 
some hospitals found they had to reduce, and others were given addi- 
tional beds, and that adjustments back and forth took place during 
the first two quarters of this fiscal year. 

Around the first quarter of the fiscal year our field representatives 
made visits to certain points and brought back reports on the reaction 
to this new formula. We extracted from these reports some of the 
terse remarks with reference to the budget, and sent them on to the 
Administrator who already had the full detailed report on file. The 
VA gets all of those reports. Those were sent in as a reminder of 
how this new arrangement was working. 

He then told us that based on the experience of the first quarter 
they were making readjustments of primary allocations of funds, and 
that relieved stress points in some degree. 

Now, we are in the third quarter of the fiscal year, and about to 
enter the fourth quarter. We have in mind to ask our field repre- 
sentatives—none of whom, by the way, is a professional man in med- 
icine or hospital administration, but all of whom have devoted them- 
selves to these visits both with patients and with staff—to go out 
again and get the reaction to present allocations. There was not so 
much about this at last weeks’ conference as there would have been 
had the conference been held last August or September. 


OUTPATIENT AND INPATIENT CARE 


There are some critical problems. However, as Mr. Kennedy has 
mentioned, Dr. Shapiro, our senior medical consultant, is here to 
answer any questions in that field both on inpatient care and out- 
patient care that you may care to ask him. 

Mr. Evins. Please give us a summary of the reaction on this new 
formula after the survey was made. 

Mr. Kraaset. The reaction was, in our judgment, one of lack of 
complete understanding at the start. As it worked out and as the 
readjustment was made less and less of the pointed remarks came 
back with reference to it, although at some points they are still debat- 


ing why they had to lose beds and why they could not take as many’ 


patients as they had beds for, in the judgment of the people who made 
the visits. So, this continued right straight through and it is still 
continuing. 

Dr. Suaprro. That is correct. 
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Mr. Kraaser. If a gross of 109,909 average daily patient load in 
VA hospitals—and I believe that is what is allowed in the budget 
itself—is recommended for 1956 that would seem to be a reasonable 
increase for the daily patient load for 1956. 

Mr. Evins. Thank you. 

Mr. KraaBeu. Doctor, do you want to comment further on that, 
in the field of psychiatry? 

Dr. SHarrro. In the field of psychiatry I do not know just how 
the funds for the outpatient care for mental cases will be affected by 
the present or the contemplated budget. I hope that nothing will 
happen to impair the extent of the mental hygiene clinic care both 
in the Veterans’ Administration and as far as other contract mental 
hygiene facilities are concerned. 

We have had some complaints a few months ago about restrictions 
insofar as contract mental hygiene clinics were concerned, about cut- 
ting down on the number of visits, or making men leave a private 
mental hygiene clinic to go to a Veterans’ Administration clinie which 
operates during the day; whereas before, a man could attempt to 
rehabilitate himself on the job by going to a mental hygiene clinic in 
the evening, and this is found to be a very satisfactory arrangement 
in the rehabilitation of mental cases. 

I feel, perhaps, the extension of mental hygiene care by being able 
to employ in the evening outside mental hygiene clinics for purely 
service-connected cases, can result in saving hospital beds. Many 
men, in my opinion, could be discharged from mental hospital beds 
which they are occupying if they lived in a community close enough 
toa mental hygiene facility to avail themselves of the therapy that is 
given at these mental hygiene clinics, 

I hope nothing will be done to cut down on that care. 


CLAIMS AND APPEALS 


Mr. Kraasen, There was rough sledding for a while in the field of 
claims and appeals. That is the other big area to which our services 
are devoted, as representatives of claimants. In fact we have been 
right up against the requirement in our own staff, of increasing our 
unit in handling appeals in order to assist in knocking down the back- 
log of accumulated appeals still in the field that are being called in 
the central office for hearing. 

There is also a problem in the claims adjudication itself, both the 
claims of living veterans and the dependents. We find an analysis in 
the Budget Bureau, and I have noted it here, that there are some esti- 
mates which probably are somewhat optimistic about the lessening of 
the adjudication actions for the living veterans and a slight increase 
in those for the dependents. 

In this field we have Mr. Stevens here, our chief of claims and 
assistant director of the national rehabilitation commission, Mr. Chair- 
man. If you would like to have him amplify on that a little more, 
he will do so, 

Mr. Evins. Yes, Mr. Stevens; the committee will be pleased to 
hear from you. 

Mr. Stevens. Mr. Evins, and members of the committee. For too 
long the Veterans’ Administration has been suffering from what we 
term “‘productionitis,”” which is brought about partly, I believe, by 





1698 


limited appropriations, insufficient money to engage the personne! 
which is necessary to do the kind of job that needs to be done. 

We have in the 70 regional offices, in each of the 3 district offices 
and in the veterans’ benefit office and at the central office here of the 
Veterans’ Administration, representatives of the American Legion who 
act on behalf of veterans and their survivors in the preparation and 
presentation of claims. 

Just last month, in February I was in the Midwest and talked 
with the adjudication officers of three regional offices, old friends of 
mine—good men. All of them are agreed that there are production 
requirements forced upon them to do their work which are actually 
not to the advantage of the Government or the claimants. On the 
basis of doing the right kind of a job, sufficient time should be devoted 
to each claim to make a proper analysis and a proper appraisal, an 
this is reflected in the evaluation of disability, which is the job of 
the rating boards. 

The 40 cases that are required to be bandled in each rating board 
each day are twice the number than can be done properly. An average 
of 12 minutes per claim is all that the rating board can devote at the 
present time. Some of these claims are quite complicated, and some 
of them do not take any consequential adjudication. Where an 
examination js required and a certain service department record is 
requested that does not consume much time, but nonetheless if they 
had about 20 claims a day they could devote 24 minutes to each claim, 
and then they could do a more efficient job. 

The difficulty is this, that presently the rating boards are forced to 
continue ratings, even though there is a somewhat changed condition 

We do not think that after there has been a series of examinations 
showing a certain level of disability that one examination should be 
sufficient to cause a reduction in the award, but if you get a series o/ 
examinations showing that reduction, or a reduction of award should 
be made, then that reduction should be placed into effect and it would 
be a saving to the Federal Government and also it would be helpful 
to the veteran. 

The fact is that this would require more than one rating action, 
because the minute it is intended to reduce a rating there is necessarily 
sent to the veteran a notice that within 60 days his rating will be 
reduced, unless he shows evidence that it should be continued. 

Rather than go through this additional motion, because they are 
rushed in handling their caseload, they will confirm and continue 
the rating. Our complaint is that, after they have confirmed and 
continued a rating several times, they get qualms of conscience 
which make them propose the reduction due to the changed con- 
dition. Then the veteran who has learned to expect a continued 
rating at a certain level says when they do reduce it, ‘‘Well, I have 
been this way, in better physical condition, for the past several years, 
and yet they kept my compensation on a stationary level, why should 
they reduce it now?” 

Mr. Evins. Would it be possible, Mr. Stevens, that because of the 
very efficient work of the American Legion the Veterans’ Admiiis- 
tration feels that they can reduce their own personnel? 

Mr. Stevens. I do not think so, sir. 
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Mr. Evins. We have had before us representatives of the Veterans’ 
Administration, and we have talked along this subject of getting 
adequate examinations of these claims, and we were told, in substance, 
that after they have repeaters who come back many times that it does 
not take long to look them over, those claims come back time and time 
again. Let us have your observation on this situation 

Mr. Stevens. I would like to have Dr. Shapiro answer that. 

Dr. SHapiro. I just recently came across a case of that kind. 

Mr. Evins. Of a so-called repeater? 

Dr. SHapiro. A repeater, yes, sir, in which the rating board finally 
sent the case up to the central office for final action, and on appeal it 
was turned down. 

After the central office advised them in no uncertain terms that the 
man had no service connection for multiple sclerosis, I got hold of the 
case and found that within the first year the man had a spinal fluid 
examination which reflected multiple sclerosis. I wrote a very vigor- 
ous letter about it. It was sent to the VA Chief Medical Director 
who agreed with me and VA allowed the case, but it took hours of 
research on my pert to do it, about 3 or 4 hours to review the case 
thoroughly and perhaps another 2 hours to dictate a letter. 

Mr. Evins. I think that illustrates your point very well. 

Dr. Suaprro. That is right. This man must have had at least 20 
‘tings prior to that time. 

Mr. Evins. Based upon the number of examiners the VA has em- 
ployed and the number of cases they have before them what would 
you say is the time element required in the examinations again? 

Mr. Srevens. On a review of the cases by the rating board the time 
is approximately 12 minutes that they may devote to the average 
claim, which is not enough. 

Mr. Puruuips. Mr. Stevens, do you mean that is the way it works 
out when you take the number of cases they have and divide that 
number into the time they put on them, that it comes out 12 minutes, 
or do you mean that somebody has said that that is about the time 
they ought to put on them? 

Mr. Srrvens. Mr. Phillips, the work study that they make in these 
regional offices is done under the compensation and pension supervi- 
sory system. At various areas throughout the country, the VA has 
now established supervisory offices. The compensation and pension 
supervisors go to these various rating boards, and they talk about 
cles ‘uring up the backlogs and maintaining currency constantly. It is 
estimated in the work study that to do the kind of job which is needed 
a lesser number of cases should be handled daily by rating boards 
than the supervisors say they should handle. They think more 
should be handled than the rating boards think they can handle. 

Mr. Puiures. I take it for granted that you have presented this to 
the Administrator, because this is the first time, to my knowledge, 
that this committee ever knew any 12-minute schedule was in opera- 
tion. If that is the average I do not see how they can do it. 

. STEVENS. Yes, sir. 

Mr Punaaei Probably some cases get much longer than that and 
others probably get cut down. I do not see where you save any time 
if you have to do the same job over and over again on a 12-minute 
basis. It would be better to do the job right the first time. 
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Mr. Stevens. It would be to the advantage of the claimant ang 
it w ould save money for the Government. 

Mr. Puiuures. I think it would also be to the advantage of th 
veteran to do it right the first time, and it may even be to the advap. 
tage of those who make up this budget. 


BOARD OF VETERANS’ APPEALS 


Mr. Stevens. May I comment on the Board of Veterans’ Appeals’ 
I have worked here in the central office and for the American Legion 
and have been associated with the Board of Appeals under Mr 
Kraabel’s direction over the past 20 vears. Before that, I was a 
employee at the national headquarters of the American Legion, asso- 
ciated several years with the area board of appeals in Chicago. 

The Board of Veterans’ Appeals today is not in any position, 
brought about by budgetary limitations, to do the kind of a job i 
wants to do badly. 

Where rating boards in field offices are on a production line, ther 
there are errors made which should be corrected through appellate 
consideration. The Board of Veterans’ Appeals itself is on a pro- 
duction line. 

We are throwing in 7 men as appeals representatives, instead o! 
our 4 that we normally have to handle Legion cases. We represent 
about 25 percent of the appellants. We have four medical consultants 
Dr. Shapiro, busy as he is, devotes part of his time to appeals. We 
have 4 medical consultants besides those 7 men we are putting in 
there now to attempt to cope with the huge number of cases with 
which the Board of Veterans’ Appeals is confronted. 

When people are appealing for a benefit they believe they need the 
benefit, and they want as early a decision as they can possibly get. 

We have, for a long time, been dissatisfied with the type of decision 
that the Board of Veterans Appeals has been forced to make on the 
basis that it must turn out cases at the rate of 1,000 a week. 

That is too many for the limited personnel of the Board to handk 
The chairman of the Board of Veterans Appeals wants reasoned 
decisions, arrived at after a precise study. 

I was transferred here by national headquarters 20 years ago, and 
placed over at the Board of Veterans Appeals for 10 years in order t 
meet the load that resulted from the Economy <Act. 

At that time there were many political appointees serving on the 
Board of Veterans Appeals. These men were untrained. Thet 
hearts may have been in the right place, but they did not know how 
do the job. The quality of decisions reflected their lack of knowledge 

Presently the Board of Veterans Appeals is composed almost entirely 
of career men. The best possible decisions are made under existing 
circumstances. 

There is a Chairman and Vice Chairman, and there are 50 associate 
members who, by statute, compose the Board of Veterans Appeal, 
when it has its full complement. 

All decisions of the Administrator of Veterans’ Affairs under the 
law are made by this Board, so that those decisions are vital to the 
veteran or the dependent who is seeking a benefit. Except as 
claims on insurance, all decisions are by law final and conclusive. 
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The Board has never had over 39 associate members. There are 
presently 33 associate members. 

There is no need for 17 additional associate members to increase 
their complement to its full numbers. I want to emphasize this. 

Not from anything that I have learned from the Board of Veterans 
Appeals people themselves, but from our own observation, I am con- 
vinced, frankly, that another 3-member section could well be used, 
and for each member of a section of 3 there are needed 9 medical, legal 
consultants, and auxiliary personnel. That would be an additional 30. 

[ have learned that, perhaps, for the fiscal year 1956 the Board will 
have between 286 and 291 total personnel, based upon the budget 
which was recommended, if approved. 

They could well use, and some years ago we thought they would 
get about 330 people. That is a small outfit to handle 50,000 to 
60,000 appeals annually. 

I would like to mention this for the record, we do not think that 
the Administrator of Veterans’ Affairs should be pressed to fill those 
17 vacancies of members just to give deserving folks jobs. Seventeen 
additional members are not needed, perhaps 3 or 6 are. With them 
should be alined qualified consultants and clerical personnel. 

We would like to see a career operation whereby trained World 
War II or Korean war veterans, who are legal and medical consultants, 
have an opportunity by diligent work in that capacity to obtain 
membership on the Board. 

In the next couple of years some of the older men will retire. There 
were a couple of deaths of members in the past year. 

Those jobs should be filled by trained personnel because it means 
too much to a veteran or to a dependent to have someone pass on 
their claim who is not qualified to do it. 

We think that is a very highly technical job, both legally and medi- 
cally. The career men are competent. The Chairman sees to that. 

Mr. Evins, you have had experience with those boards, and I know 
or I believe, that sometimes you have been tremendously dissatisfied 
with decisions that are made. Oftentimes, because of the workload, 
nothing else, I believe insufficient study is given to the case. We can 
accept most decisions. They have about 75 legal consultants and 10 
medical. The members make the decisions; the consultants assist 
and advise in their preparation. 

Mr. Evins. Off the record. 

(Discussion off the record.) 

Mr. THomas. May I say you have made a very nice statement. It 
is analytical, and very much to the point. 

The committee has urged the Administrator of Veterans’ Affairs to 
constantly keep his eye on the Appeals Board, not that anything is 
Wrong, but to see that the Appeals Board has been adequately staffed 
and on 1 or 2 occasions in the last 4 or 5 years, the committee has 
insisted that it be completely enlarged, more manpower added to it, 
with one thing in mind, that we do not like to see a backlog of cases 
accumulate. 

We think that those appeals ought to be expeditiously handled. 
Ifa case has merit it ought to have consideration right quick, and if it 
has no merit the claimant ought to be so notified. 


58616—55—pt. 2——58 
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We will take another look at it and urge them’to do whatever jt 
takes to get the job done in dollars and cents. You may rest assured 
that we will look after it. 

Mr. Stevens. Thank you very much. 

Mr. Kraaspew. Last year, Mr. Phillips, and in another committee 
the year before, I believe we made available certain reports by the 
field representatives who had visited at the bedsides of veterans in the 
hospitals in the general medical and surgical group. These reports 
are based upon voluntary statements made by the veterans who told us 
how they came to be in VA hospitals, 

We have some of the more recent ones here for the information of 
the committee. 

Mr. Tuomas. Will you leave them with us? 

Mr. KraaBEL. Yes, sir. 

Mr. Tuomas. Thank you very much. 

Mr. Kraasev. There is one more thing, and this is also in response 
to our instructions from the national commander. 

During the month from December 24 to January 24 this same 
field group, in collaboration with the National Rehabilitation Com- 
mission, from their own knowledge of previous visits and their contacts 
with managers and staffs found out what certain of the hospitals would 
require to be brought up to date by modernization, improvement, and 
so forth. This is our office copy, Mr. Chairman. We have no other 
copy available. The national commander made the original available 
to the Committee on Veterans’ Affairs. He wanted the committee to 
know that as a group we are taking positive action through it to get 
at the facts as to these hospital beds. 

Mr. Tuomas. This is very helpful work. We thank you very much. 

Mr. Kraaset. In conclusion, we just want to say, Mr. Chairman, 
that we certainly are very appreciative of the committee’s considera- 
tion of all of these things. 

We hope that the recommended budget for the coming year will be 
substantially approved. 

We have here a statement by our national commander which was 
made last Thursday, March 3, before the national rehabilitation con- 
ference of the Legion. We would like to have that made a part of our 
presentation. 

Mr. Tuomas. Leave it with the clerk. 

Mr. Kraaset. Thank you very much. 


INADEQUATE BUDGETS 


Mr. Puiuures. I notice at the bottom of page 2 in quotations 4 
statement from hospital managers stating, “This hospital is operating 
with a wholly inadequate budget.” 

I have been a member of the Legion for 33 years. Most of my work 
was in rehabilitation work when I was active in the Legion. I was 
wondering when, in the last 28 years, and particularly, in the last 
14 years, you could find any year in which the manager of a hospital 
would admit that he had enough funds, or a sufficient allowance from 
Washington. 
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Mr. KraaBet. These are the expressions of our national field 
representatives, "We do not quote the hospital managers because 
they do not have to answer to us. 

Mr. Puiturps. Maybe I better suggest to the Doctor that we had 
better make something clear on page 6. You quote Bob McCurdy’s 
case of a veteran with a serious mental condition who had to be con- 
fined and there was no place for him to go. Unfortunately, that is 
not unusual, I mean the fact that there was no place for him to go. 

Mr. KraaBeEt. It is quite general. 

Mr. Putturps. It is a question which is giving this committee a lot 
of concern. 

I think, in fairness to the VA and, perhaps, to Congress, it should 
be said at this point that the Congress has appropriated money for 
VA hospitals without requests by the Budget. 1 mean this committee 
has been working on that under Mr. Thomas and myself. However, 
the amount of money we appropriate is not the answer. You cannot 
get psychiatrists by appropriating money. We have that situation 
in Mr. Evins’ own district. The city of Murfreesboro has a mental 
ward in it with empty beds because there is no psychiatrist there. We 
are trying to produce more psychiatrists through our program at 
Topeka. Just the appropriation of money will not do it. We 
recognize that it is a very difficult question and that we should have 
more psychiatrists, but how are you going to make a psychiatrist 
work for the Veterans’ Administration for less than he earns in private 
practice? 

Dr. SHaptro. I think we are getting at a solution of that. I do 
not know whether you are familiar with the 5-year career plan of 
training that we have. 

Mr. Putuures. Yes; I am. 

Dr. SHaptro. That was our American Legion Rehabilitation Com- 
mission’s approach to the subject a few years ago. It was passed 
upon by the Medical Advisory Board, and they are now getting some 
of those men in the outlying hospitals, and they already “have 125 of 
those men now, and the number is increasing. You get young men 
to go to a place like Topeka, they get the training, and then leave 
the VA. We have been trying to get men to go into this work and 
make it a career. 

Mr. Tuomas. Thank you very much. 

Dr. Suaprro. I think that is the bright ray we have in this whole 
picture. 

Mr. Puiuurps. On one page you speak about the rehabilitation of 
VA hospital plants. I am sure you feel as the committee does that 
there are many hospitals available i in the country which could be used 
or veterans if they were in proper condition, rather than to continue 
a building program when we have in many areas only a 50-percent 
wcupaney of the existing hospitals, and that we ought to get them in 
use for all veterans. 

Mr. Kraapen. Yes, sir; that is right. 

Mr. Tuomas. Thank you very much, gentlemen. 

Mr. Kraapen. Thank you very much, Mr. Chairman and gentle- 
men of the committee. 
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Tuurspay, Marca 10, 1955. 


VETERANS’ ADMINISTRATION 


Mr. Tuomas. We have a statement the committee has received froy 
Mr. Bernard Weitzer of the Jewish War Veterans, and it will be made 
a part of the record at this point. 

(The statement is as follows:) 


STATEMENT OF BERNARD WEITZER, NATIONAL LEGISLATIVE Drrecror, Jewisy 
Wark VETERANS OF THE UNITED STATES OF AMERICA 


The Jewish War Veterans of the United States of America appreciates this 
opportunity to present to you, our views on the appropriations for the Veterans’ 
Administration. An important part of the work of our organization is focused oy 
the problems of helping, through our national services officers, veterans, entitled 
to medical and other benefits which are due them, under laws passed by the 
Congress. 

Additionally, our ladies auxiliary members as well as the members of our 70) 
posts, regularly carry on programs at the hospitals near the post to serve veterans 
in the hospitals through visits, entertainment, and many other ways to brighten 
their stay in the hospital. 

In helping the veteran to get his due in accordance with the appropriate 
congressional acts, there are two services of the Veterans’ Administration which 
are extremely important; one is the contact service and the other 1s the Veterans 
Administration Information Service. Our own service officers could not possibly 
handle the volume of claims which are brought to them by veterans without the 
help of the men in the Veterans’ Administration Contact Service. Our service 
men tell us that the Contact Service people at all levels are most cooperative. | 
note, too, that the Booz Allen Hamilton report on the survey of the VA, both 
praised the contact service and recommended that it be strengthened. 

The Information Service of the Veterans’ Administration, likewise, does an 
important job for all veterans which cannot be done by the veterans organization: 
alone. Through that Information Service, veterans learn of their rights and the 
VA policies and practices which enable them to take the proper steps in securing 
such rights. Furthermore, as is the case with any Government agency which 
spends large sums of money for which our citizens are taxed, the people have 4 
right to know why and how and what is being accomplished by the money which 
is spent. The present size of the VA Information Service is meager considering 
the extent of the job it has to do. In regard to both of these services, which ar 
supplemental and yet most essential, our organization by resolutions passed a 
its 59th annual convention held in Richmond, Va., last October, urges that your 
committee provide adequate appropriations for maintaining at least the present 
size of these operations. 

Similarly, our organization passed resolutions at its most recent convention, 
urging appropriations which will provide the benefits voted by the Congres 
Naturally, our organization wants to see the money spent efficiently but it wants 
also, appropriations which will not cut into the benefits or cause hardships {0 
veterans in securing them. This is especially important in regard to medical 
treatment, hospitalization, and the manpower required to pass upon claims ané 
to see that they are promptly and properly paid when due and, last but not leas, 
a sufficient general administrative and supervisory force to assure efficient and 
economical spending of the funds appropriated. 





TuHurspay, Marcu 10, 1958. 


STATEMENT OF Hon. Joun J. Ruopes, A MEMBER OF CoNGRES 
FRoM THE STATE oF ARIZONA 


SECURITIES AND EXCHANGE COMMISSION 


Mr. Tuomas. We have a statement the committee has receivel 
from our colleague, Mr. Rhodes of Arizona, which he would like place 
in the record. That will be made a part of the record at this poi. 

(The statement is as follows:) 
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STATEMENT IN SUPPORT OF THE APPROPRIATION REQUESTS OF THE SECURITIES 
AND EXCHANGE COMMISSION 


| wish to thank the chairman of this subcommittee for the opportunity of 
submitting this statement in support of, the appropriation of an agency of the 
Federal Government whose work I have had opportunity to observe. The back- 
ground of the Securities and Exchange Commission and its history are too 
familiar to this committee for repetition. However, as a lawyer prior to coming 
to Congress, I have had occasion to observe the work of the Securities and 
Exchange Commission, and I know something of its value. 

I know that a registration statement of corporate securities which was prepared 
by accountants, attorneys, and many other persons over a period of 2 months, 
must be evaluated by the Securities and Exchange Commission within a period 
of ten days after its receipt. This type of work must be done with meticulous 
care in order to be fair to the registrant, but yet to protect the interest of the 
buying public. To do this requires a staff of some size, and unusual qualifica- 
tions and ability. 

My experience with the SEC indicates that it has made up for lack of quantity 
of employees by procuring employees whose qualification and devotion to duty 
have been adequate to perform the job at hand. This committee and the Bureau 
of the Budget cut this agency rather considerably during the 83d Congress. I 
believe, and I understand that many of the members of the SEC also believe, 
that these cuts in the main were justified. 

It takes only a casual perusal of the financial page of any newspaper to realize 
that the SEC now finds itself in a position which is somewhat different from that 
which it oecupied during the last fiscal year. Within the last vear a mildly bull 
market has become a rampant bull market. The discovery of new minerals and 
metals has added impetus to the already existing tendency for expansion which 
existed in this country. This situation requires great vigilance on the part of 
the Government and particularly the SEC to make sure that conditions do not 
occur Which might result in unstable conditions which might be detrimental to 
the overall economy of the country. Also rew issues must be scanned to make 
sure that no frauds are perpetrated upon the buying public, whether these frauds 
are intentional or unintentional. 

In my opinion the work of this Commission is more important today than it 
has been at any time since the enactment of the Securities Act of 1932. 

It is my understanding that the Commission has asked for an increase in its 
appropriation to take care of this unusual situation. I also understand that the 
Bureau of the Budget has approved this requested increase. I wish to urge the 
subcommittee, and the full Pacaniiion on Appropriations, to give these requests 
careful consideration, and if it is deemed by this great committee that the re- 
quested appropriation is in the national interest, that the appropriations be made 
as requested. 

Again I wish to thank the chairman and the committee for this opportunity to 
express my views on this very important subject. 


Tuurspay, Marcu 10, 1955. 


VETERANS’ ADMINISTRATION 


Mr. Tuomas. The committee has received the following letter 
from the American Medical Association and it will be made a part of 
the record at this point. 

(The letter is as follows:) 


AMERICAN MeEpIcat ASSOCIATION, 
Chicago 10, Ill., February 25, 1955. 
Hon. CLarENcE CANNON, 
Chairman, Committee on Appropriations, 
House of Representatives, Washington 25, D. C. 

Dear ConcressMAN CANNON: It is our understanding that your committee 
will soon have under consideration the appropriation request of the Federal 
Civil Defense Administration for the fiscal year 1956. It is respectfully requested 
that this statement, on behalf of the American Medical Association, be given 
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serious consideration by your committee and that it be made a part of the recor 
of those hearings. 

The American Medical Association is primarily interested in the amount 
requested by the Federal Civil Defense Administration to finance its medica! 
and health activities and responsibilities for the coming fiscal year. There j 
no necessity to attempt to point out to the committee the grave medical problems 
which would confront us in the event an enemy should attack this country with 
hydrogen bombs. I am confident the committee has full knowledge with respec 
to the numerous problems of civil defense and that vou shall recommend adequat 
funds for the vital activities in this field. Recent public pronouncements cop. 
cerning radioactive fallout and the tremendous devastation one can expect from 
a hydrogen bomb explosion make it apparent that on such an occasion we would 
be faced with mass casualties requiring, immediate medical attention. The seop 
and gravity of this problem is without precedent. 

On the other hand, with proper civil-defense planning and available medica 
supplies and equipment, the extent of death from such casualties can be greatly 
reduced. It is not only our considered opinion, but a demonstrated fact, that 
insufficient appropriations for medical civil defense supplies and activities dis 
courage participation by State and local governments as well as by individua 
physicians. 

The medical profession has, for the past many years, been keenly aware of th 
necessity for intelligent medical civil defense planning because of the continuing 
threat of enemy attack and because of the repeated occurrences of natural dis 
asters. We have attempted to engender interest and to educate our membershi 
as to its responsibilities in this regard. We have actively participated in an( 
cooperated with Federal, State, and local Government agencies, and others, ii 
preparing and implementing plans for medical care in time of national emergence 

We feel constrained, therefore, to call to your attention the futility of medical 
civil defense planning unless the medical profession has available the supplie 
necessary to perform its work. There is clearly a need for Federal leadershij 
and encouragement for civil-defense preparedness. It is essential that sufficient 
funds be authorized for the stockpiling of necessary medical supplies and equip 
ment if we expect to sustain interest of the profession and to utilize physicians 
advantageously in the event of a disaster. 

For these reasons, the American Medical Association urgently recommend 
that the request for funds for the medical activities and responsibilities of the 
Federal Civil Defense Administration receive the sympathetic consideration ¢ 
your committee. 

Sincerely yours, 
GrorGceE F. Luu, M. D, 
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